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MUSEUM OF SCIENCE AND INDUSTRY

Item 74 from the General Fund Budget p: SCS 1
REQUESEA 198081 ...reeeeevecereereeseesersessseessesssseesesssssssneeesessse $3,210,609
Estimated 1979-80........ccc.oocioicrirererreeeiesesresreseessersesssreesessessanseseeses 2,949,434
Actual 1978-T79 .....ccccvvevrnrneierinivenns etesasieanrensesserese i iastsabssa s ratasernes " 2,471,644

Requested increase ‘(excluding amount for salary
increases) $261,175 (+48.9 percent) . ,
Total recommended reduction ... i.coeiinceeinenecsnesesne . $58,814

1980-81 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
74 Museum of Science and Industry—sup- General $3,192,609
port .
Reimbursements —_ 18,000
Total » $3,210,609
‘ Analysis .
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Workers Compensation—Salary - Savings. Reduce by 142
$4,650. Recommend (1) salary savings be increased by
$51,109-and workers’ compensation be increased by $46,459
to properly: reflect estimated need. v

2. Salary Savings Control. - Recommend the current reporting 142
requirements for excess unbudgeted salary savings be con-
tinued.

3. Hall of Economics and Finance. Reduce by $54,164. Rec- 143
ommend two positions be deleted in anticipation of private
funding.

GENERAL PROGRAM STATEMENT

The Museum of Science and Industry is an educational, civic and recrea-
tional center located in Exposition Park in Los Angeles. It is administered
by a nine-member board of directors, appointed by the Governor. The

~museum’s exhibits feature scientific accomplishments, and its education
program is designed to stimulate students’ interests in science and the arts.
A portion of this program is financed by the Museum Foundation Fund
which is supported from private contributions. Several facilities of the
museum are available to public and private groups for educational, recrea-
tional and civic functions. The museum also owns and operates 26 acres
of public parking for both its patrons and those of the adjacent coliseum,
sports arena and swimming stadium. These facilities are all located in
Exposition Park which is owned and maintained by the state through the
museum. In addition to providing security for its own facilities, the mu-
seum is also responsible for security in Exposition Park.
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ANALYSIS AND RECOMMENDATIONS

The budget proposes $3,210,609 for support of the museum in 1980-81.
This is $261,175 or 8.9 percent more than estimated current year expendi-
tures. This amount will increase. by the amount of any salary or staff
benefit increase approved for the budget year. The General Fund appro-
priation is $3,192,609 which is an increase of $249,175; or 8.5 percent, over
_the estimated current year expenditure. Table 1 shows the museum pro-
gram expenditures, funding sources, positions and proposed changes. The
California Museum Foundation of Los Angeles will support expenditures
of $782,000 in addition to the $3.2 million financed by the state and through
reimbursements.

The increase requested for this item would cover proposed workload
adjustments, new equipment, planning staff for a new exhibit hall, and
general price increases. :

Table 1
Museum of Science and Industry
" Budget Summary

Actual  FEstimated Proposéd Change

Programs 1978-79 1979-80 1980-81 ~  Amount Percent -
Education $1923001 62208241  $2434792 - $226481  10.3%
Administration : 548,643 741,193 775,887 34,694 47
Foundation (503219)  (608000) - (782,000) (174000). (286)
Totals 471644 $2049434 $3210609 $26LIT5  89%
Funding Sources '
General Fund $2,459345  $2943434 $3,192609 - $249175 85%
Reimbursements ...........ceevimeresenssessnneees 12,299 6,000 18,000 12,000 200.0

- : $2471644 $2940434 $3210609 $26L175  89%
Personnel-years 1124 1224 1294 7 5.7

Staff Changes

As shown in Table 1, total 1980-81 staffing is estimated at 129.4 person-
nel-years. This is an increase of 7 over 1979-80 staffing. The following
account for the increase:

Personnel-

' . Years
Workload 35
Hall of Economics and Finance 20
Salary savings (Section 27.2, 1979 Budget Act, savings not continued in 1980-81).......... 15

Total 10

Workload Increase

The budget proposes 3.5 new pOS1t1ons to handle workload in the ex-
hibit, science workshop and graphics areas. Two of these positions would
be authorized as temporary help blankets totaling $24,000. The budget
anticipates that $12,000 of this amount will be reimbursed from private
funds.

In the past the museum has met this workload by adding administrative-
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MUSEUM OF SCIENCE AND INDUSTRY;Continued

ly, temporary positions funded from unbudgeted salary savings and from
excess, unbudgeted parking lot revenues. These positions can no longer be
financed this way because parking lot revenues now go directly to the
General Fund and stricter controls have been placed on salary savings.
" Based on our analysis, these 3.5 positions are justified by the workload
and should be permanently authorized in the budget.

Workers’ Compensation and Salary Savings Underbudgeted

- We recommend that (1) salary savings be increased by $51,109 and (2)
staff benefits be increased by $46,459 to pay expected workers’ compensa-
tion costs, for a net savings of $4,650.

Due in part to the hiring freeze, salary savings have been in excess of
the amount budgeted. In the 1979-80 budget, the museum estimated that
1978-79 salary savings would be the equivalent of 3 positions. The actual
salary savings were equivalent to 20.3 positions, or about 10.8 percent of

" authorized salaries. The 1980-81 Governor’s Budget estimates current

year (1979-80) salary savings to be $36, 167 or 2.5 positions. However, 10
positions are currently vacant and the museum’s July to December 1979
salary savings totaled approximately $60,000. While salary savings during
the second half of the year may be lower if the vacant positions are filled,
actual 1979-80 savings appear certain to exceed the budget estimate. We
estimate that salary savings for the full year are likely to be at least $30,000
or approximately 4.7 percent of authorized salaries. Some of the savings
apparently are being used to pay workers’ compensation and nondisability
insurance costs which totaled $21,710 through the first 6 months of the
current year. Last year we recommended an augmentation to the Mu-

~seumn’s budget of $21,500 for workers’ compensation costs. The Depart-

ment of Finance agreed that additional funds would be needed for this
purpose, but stated that sufficient funds would be available to pay the
costs. Although the Legislature provided the augmentation, the funds

* were vetoed by the Governor.

For 1980-81, the budget proposes salary savings of $40,461, or 2.0 percent
of authorized salaries. It does not, however, include an allotment for work-
ers’ compensation costs. Experience indicates that salary savings will ex-
ceed 2.0 percent of authorized salaries, and that funds will be needed to
pay workers’ compensation costs. To properly budget for these two items,
we recommend that:

o Salary savings be increased by $51,109, to total 4.5 percent of proposed

salaries and wages

o Staff benefits be increased by $46,459 to cover projected workers’

compensation costs.

Adoption of these recommendations would result in a net savings of
$4,650 to the General Fund.

Reporting Requirement .

We recommend that the current reporting requirements for excess,
unbudgeted salary savings be continued.

The Supplemental Report of the 1978 Budget Act required that any
expenditure to be funded from excess salary savings be approved by the
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Department of Finance only after the Legislature has been given 30-days
notice. This requirement was intended to ensure that excess salary savings
would no longer be used to fund unauthorized temporary help positions.
It was continued in the 1979 Budget Act.

The notification requirement appears to be having the intended effect.
Although excess salary savings have been generated during the past 18
months, none of these funds have been used to exceed authorized levels
of temporary help, as they had been in the past. We continue to believe
that the reporting requirement on salary savings is' necessary to ensure

. legislative control of museum expenditures.

-Hall of Economics and Finance

We recommend that support for operating the new Hall of Economics
and Finance building come from pnvate financing, for a General Fund
savings of $54,164.

The budget proposes the addition of two positions at a cost of $54,164
as the initial staffing for the proposed Hall of Economics and Finance. The
new building, scheduled for construction beginning in June 1980, is ex-
pected to cost $5 million, including equipment and installation of exhibits.
The Museum Foundation is financing this project through private dona-
tions. No state funding is involved. In addition, the foundation anticipates
raising $400,000 annually in private donations to underwrite educational
programs, scholarships, and lectures to be sponsored on the premises.

The museum is proposing to fund the operating costs of the building
from the General Fund. For the budget year, it proposes $54,164 for an
assistant director and stenographer to develop exhibits and the education-
al and operating plans. In 1981-82, when the building is scheduled for
completion, an additional $310,000 would be requested for staff and opera-
tions.”

Our analysis indicates that General Fund support for this program is not
justified. The proposed hall was not submitted for legislative approval.
Consequently, the Legislature did not have an opportunity to determine
the need for the hall, its priority relative to other state projects, or the size
and scope of the proposed program. Thus, we have no information justify-

"ing the need for an additional 15,000 square feet of exhibit space at the

museum. Similarly, the state has not had an opportunity to review and
approve the proposed building design, and the project will not be subject
to state Public Works Board review. _

For these reasons, we have no basis on which to recommend that state
funds be used to staff the hall, and consequently recommend that the
positions be deleted, for a savings of $54,164.

If the Museum Foundation believes the hall is desirable, it should be
willing to use its own funds to staff it.
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State and Consumer Services Agency
DEPARTMENT OF CONSUMER AFFAIRS

Items 75-119 from various funds : Budget p. SCS 4
Requested 1980-81 ......coccovmviiveiiniinminniiemnesiiseeiieinn eerereresenenente $44,362,383 .
Estimated 1979-80..............eiee. eevereriessanesiebesinssisensbeseresesenerereneeess ¢ 41,847,265

Actual 19T8-T9 ...t ies s e sssesesesere e enetns . 134,787,528 -

Requested increase (excluding amount for salary
increases) $2,515,118 (+6.0 percent) _ v
Total recommended reduction ..... $888,700

Contractors’ State License Board Pending
1980-81 FUNDING BY ITEM AND SOURCE , .
Item Description Fund : ) Amount
Healing Arts .
75 - - Board of Behavioral Science Examiners Behavioral Science Examin- $336,517
ers
76 Board of Dental Examiners State Dentistry 1,052,306
77 Dental Auxiliary Program State Dental Auxiliary Fund 339,455
78 State Board of Guide Dogs for the Blind General , 13,620
79 Board of Medical Quality Assurance ~  Contingent Fund of Board of 8,882,869
» : Medical Quality Assurance
80 Acupuncture Advisory Committee Acupuncturists Coes - 120,578
81 Hearing Aid Dispensers Hearing Aid Dispensers 109,082 -
82 Physical Therapy Physical Therapy 171,055
83 Physicians’ Assistant Physicians’ Assistant . 94,563
84 Speech Pathologists and Audiologists Speech Pathology and Audiology 103,380
Examining Committee - - Examining Committee :
85 Board of ‘Examiners of Nursing Home .- Board of Examiners of Nurs- 203,290
Administrators ing Home Administrators
86 Board of Optometry State Optometry , 233,551
87 Board of Pharmacy - Pharmacy Board Contingent 1,383,700
88 Board of Registered Nursing Board of Registered Nursing 2,249,644
89 Board of Examiners in Veterinary Veterinary Examiners Con- 345,118
Medicine tingent : .
90 Animal Health Technician Examining Animal Health Technician 60,280
Committee Examining Committee
Board of Vocational Nurse and Psychiat-
ric Technician Examiners
91 Vocational Nurse Program Vocational Nurse and 1,192,618
Psychiatric Technician Ex-
) aminers )
92 Psychiatric Technician Program Vocational Nurse and 268,236
Psychiatric Technician Ex-
aminers .
Fiduciary
28 Board of Accountancy Accountancy - 1,291,025
94 Cemetery Board Cemetery 176,465
Bureau of Collection and Investigative
Services
95 Collection Services Collection Agency 452,376
96 Investigative Services Private Investigator and Ad- 874,512
justers

97 Tax Preparers’ Program Tax Preparers 138,467
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Design and Construction :
98 Board of Architectural Examiners
99 Board of Registered Construction In-
o spectors
- 100 Contractors’ State License Board
101 Board of Registration for Geologists and
Geophysicists
102 - - Board of Landscape Architects
103 . Board of Registration for Professional
_ Engineers - .
104 Structural Pest Control Board
Business.and Sanitation
105 State Athletic Commission
106 Bureau of Automotive Repair
107 - Board of Barber Examiners
108 Board of Cosmetology
109 Bureau of Employment Agencies
110 Board of Fabric Care
111 Board of Fabric Care
112 Board of Funeral Directors and Em-
balmers -
113 Bureau of Home Furnishings
114 Nurses’ Registry *.
115 Bureau of Electronic and Appliance Re-
116 - Certxﬁed Shorthand Reporters’ Board
117 Division of Consumer Services
118 Division of Administration
Consumer Advisory Council

“ Building Maintenance and Operations

- Chapter. 883, Statutes of 1973 Pharmacy

" Board—Drug Price List Preparation

Total

Archltectﬁral Examiners

Registered. Construction In-

spectors
Contractors’ License
Geology and Geophysics

- Landscape Architects

Professional Engineers

Structurél Pest Control

General

Automotive Repair

Barber Examiners
Cosmetology Contingent .
Employment Agencies
Fabric Care

Fabric Care

Funeral Directors and Em-
balmers’ )

Bureau of Home Furnishings
Nurses’ Registry
Electronic and: Appliance
Repair

Certlﬁed Shorthand Report-
ers

General.

* Consumer Affairs®

General v

Pro rata charges to boards
and bureaus

Pharmacy Board Contingent

STATE AND CONSUMER SERVICES / 145

613,410
124769

9,308,447
120,546

93,152
1,317,899

1,278,998

486,245
3,346,979
568,782
1,679,389
" 416,604
451,636
5,000
414,414

936,069
25,377
751,801

104,718 .
1,007,465
(7.779,031)
62,733
1,095,243

60,000

$44,362,383

e Revolvmg Fund established to pay admmmstratxve costs. Revenue derived from pro rata charges to
boards and bureaus.

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS

1.

. Excessive Surplus.

Contractors’ State License Board. Withhold recommen-
dation pending further review of operations and receipt of
additional budget information from the Department of Fi-
nance.

Recommend that specified agencies
within the department reduce fees to bring surplus funds
into conformance with existing law.

Optometry Board Fees. Recommend that Board of Op-
tometry continue to reduce fees because of excessive sur-
plus. '

Pattern of Overbudgebng Reduce specified items by a
total of $585,000. Recommend individual item reductions
because of overbudgeting.

Equipment Requests Overstated. Reduce specified items
by a total of $85,796. Recommend reduction because
equipment expenditures are overbudgeted.

Analysis
page
152

153
154
154

156
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DEPARTMENT OF CONSUMER AFFAIRS—Continued

6. Positions. Reduce Item 79 by $12,422. Recommend de- = 157
‘letion of expired limited-term position and reduction due .
to budgeting over entry level salary.
7. Medical Student Loan Program. Reduce Item 7.9by$100- 157
000. Recommend deletion of funds for medical student
loan program and consideration of legislation to discon-
tinue program. 4
* 8, Public Insurance AdJusters Recommend legislation to 158
transfer authority to license and regulate public insurance
- adjusters from the Bureau of Collection and Investigative
Services (Item 96) to the Department of Insurance (Item
166).
9. Athletic Commission Fees. Recommend urgency legisla- = 158
- tion to raise fees to generate $241,246 in General Fund
revenues.

10. Cosmetology License Renewal. Reduce Item 108 by $12,- 159
182, Recommend deletion of one proposed limited-term
position based on past personnel requirements.

~11. :Anesthesia Permit Program. Reduce Item 76 by $10,476. 160
Recommend reduction because allocation exceeds previ-
ous cost estimate.

12. Unbudgeted Salary Savings. Reduce Item 214 by 160

. 882,824, Recommend reduction because of unbudgeted
salary savings.

‘GENERAL PROGRAM STATEMENT

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

The department has four major components: (1) the 32 regulatory agen-
cies which include boards, bureaus, programs and commissions (2) the
division of administration; (3) the division of investigation; and (4) the
division of consumer services.

Subject to the authority conferred upon the department director by
specific statute, each of the 32 agencies within the department has the
statutory objective of regulating an occupational or professional group in
order to protect the general public against incompetency and fraudulent
practices. Each entity seeks to accomplish its objectives through licensure
and the enforcement of laws, rules and regulations. Licensing involves the
issuance and renewal of licenses or certificates and the registration of
various occupational groups. It also includes the establishment of curric-
ula, experience standards, and school accreditation. Enforcement activi-
ties include inspections, investigations, administrative hearings before an
officer of the Office of Administrative Hearings and court proceedings.

The Division of Administration provides centralized services such as
accounting, budgeting personnel management, internal auditing, legal
assistance and building operation and maintenance. Most of the costs
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incurred by the Division of Administration are distributed on a pro rata
basis to each constituent agency.

The department’s Division of Investigation provides investigative and

inspection services for most constituent agencies. A few boards and bu-
reaus, however, have their own inspectors and investigators. Board and
bureaus are charged $29.50 per hour for inspections and $36.50 per hour
for investigations during the current year.
* The Division of Consumer Services was: established by Chapter 1399,
Statutes of 1970. The division is responsible for the department’s statewide
consumer protection activities, which include research and advertising
compliance, representation and intervention, consumer education and
information, and consumer protection legislation. Support for the Division
of Consumer Services is provided by the General Fund (73 percent) and
the various special funds (27 percent).

ANALYSIS AND RECOMMENDATIONS

The budget proposes total expenditures of $44,362,383 from various
funds for support of the department and constituent agencies in 1980-81.
This is $2,515,118, or 6.0 percent, above estimated current year expendi-
tures. This amount will increase by the amount of any salary or staff
benefit increase approved for the budget year. The budget includes
$1,095,243 for building and maintenance costs and $6,683,788 for depart-
mental administrative costs which will be allocated on a pro rata or fee-for-
service basis to the constituent agencies. Table 1 displays proposed current
and budget year changes for each agency within the department. Num-
bers in parentheses indicate that funding for the activity has been redi-
rected from existing resources.




Table 1

Department of Consumer Affairs
Summary of Proposed Changes—1980-81 Budget Request

Current Year Adjustments Budget Year Request
Personnel- Personnel-
Area Activity Years Amount Years Amount
Healing Arts
Behavioral Science Examiners................. 1. Redirect oral commissioners to exam proc-
tors (0.3) ($3,360) 0.3) ($3,360)
2. Redirect oral commissioners to temporary
help (0.3) (3,000) (0.3) (3,000)
Dental Examiners.........oooocoivereceeereennnn. 1. Increase funds for Attorney General costs — 17,000 - 8,316
2. Anesthesia Permit Program (Chapter 886,
Statutes of 1979) — - 1.0 46,281
Dental Auxiliaries .........cooooovvrvvvovervossnnnnnnn, 1. Increase funds for training examiners ........ — — - 2,943
2. Add position and funds to plan for im-
plementation per Chapter 128, Statutes of
1974 — — 0.5 17,234
3. Add exam proctors (redirection of existing
resources) (0.3) (2,235) (0.3) (4,468)
4. Add clerical support (redirection of existing
resources) — — 10 (8627)
Medical Quality Assurance..........c............ 1. Increase funds and positions in temporary
help (redirection of existing resources) ... — - 35 {35,000
2. Reduce special consultants .............cuvvereeens — — -=60 —11,000
3. Add special investigators for Probation Sur- )
veillance Program (redirection of existing
resources) - - 20 (45,910)
4. Add clerical support (hospital inspections
and continued education) for Podiatry Ex-
amining Committee (redirection of exist-
ing resources) - — 05 (6,224
5. Add clerical support (workload) for Psy- :
chology Examining Committee (redirec-
tion of existing rESOUrces) ...........ommmmereeren — - 10 (12,449)

penunuo)—SHIV4dV HIWNSNOD 40 LNIWLHVCIA
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Healing Arts

Hearing Aid Dispensers

Speech Pathology and

Audiology

Nursing Home Administrators..................

Pharmacy

Registered Nursing..

Veterinary Medicine .........ocvvenconnnniion

Vocational Nursing..

Psychiatric Technicians.............ooocc........

Fiduciary

Accountancy

Collection Agencies

. Physician Staff Privileges (Chapter. 602,

Statutes of 1979)

- Impaired Physician Program (Chapter 772,

Statutes of 1979)

. One-time reduction dué to insufficient

funds

. Increase temporary help (Chapter 754,

Statutes of 1978) (redirection of existing re-
sources)

. One-time reduction in enforcement due to

extension of Title IT grant ...........ccooeneerrrvenens

. Add exam proctors (redirection of existing

resources)

. Reestablish clerical position (Section 20) ..
. Develop Nurse Midwife Examination ........
. Add staff to process new fee permits (Chap-

ter 933, Statutes of 1979). .cevcevrrrcrvccriarrnnennns

. Add clerical staff (redirection of existing re-

sources)

. Increase cost of purchasing examinations
. Add clerical staff for exams and cashiering
-and continuing education program (redi-

rection of eXiStng reSOUICes) .....umermmmineer

.-Add ¥% position to monitor enforcement

(redirection of existing funds) .......ivveemee

. Add Y% position to monitor enforcement

(redirection of existing funds) «.........-cous..t

. Increase rent and exams (statutorily funded

in current year)

. Increase exam proctors (workload) ..........
. Increase staff for complaint mediation........
. Add half-time auditor to investigate payroll

audits (reimbursed from Private Investiga-
tors Fund) :

(02)

(02)
10

53,903
16,460

4711)

1.0

40

(02)

02)

1.0

2.6

(1.0)

(2.0)

$23,000
120,000

(2.632)

(1,900)
10,302
10,000
38,200
(9,648)
9810
(19,080)
(13,244)
(4,415)
64,367

21,411
40,693

(11,306)

611-GL SWal]
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Area
Fiduciary

Private Investigators .......c.vereesvisnncnns

Design and Construction
Architects

Contractors

o PO

CFS

. Expand enforcement program
. Add clerical (workload) .........ccouceccrmnicnserionne
. Increase commissioner expenses (work-

Table 1—Continued

Department of Consumer Affairs
Summary of Proposed Changes—1980-81 Budget Request

Activity

. Eliminate private investigator reimburse-

ment for shared staff services

. Eliminate private investigator reimburse-

ment for collection agency staff services....

. Expand enforcement program (limited-

term positions- until 6/30/82) (statutorily
funded in current year)

. Add one position for complaint mediation

{statutorily funded in current year)...........

load)
Expand examination program ...

. Eliminate exam development and increase

number of exams (redirection of existing
funds)

. Continue on'a permanent basis current

year limited-term position to process licens-
ing applications

. Add clerical positions to licensing unit

(workload)

. Conduct data processing feasibility study on

complaint processing activities (redirection
of existing resources)
Increase registrar’s staff

. Increase administrative and analytical sup-

port staff (redirection of existing resources)

Current Year Adjustments
Personnel-

Years Amount

3.0 $62,130

10 8,792

Budget Year Request
Personnel-
Years Amount

—_ $32,305
— —32,305
40 95,737
1.0 21,605
— 13,247
0.5 7,200
— 26,969
— 13,230
— —62,084

18.0 281,299
9.4 148,353
2.0 69,819
2.0 (42,885)

Penuiue)—SHIV44V HIWNSNOD 40 LNIWLHVCIA

SHOIAYHS HHWNSNOD ANV-ALVIS / 0§l

6T1—GL swal]




|

Design and Construction

Landscape Architects

Geology and Geophysicists

Business and Sanitation
Automotive Repair .............

Cosmetology

Employment Agencies ......

Funeral Directors and Embalmers..........

Home furnishings ................

Support Services

Consumer Advisory Council .................

Division of Administration

[ 0" - -

[

. Decrease licensing backlog :......cc.ovcivniiviie.
. Advance exam date from July to ]une (one-

time cost) to be statutorily funded..............

. Increased board member per diem (Chap-

ter 1141, Statutes of 1978) .......cceerciveenecsiinens

. Add staff to start program to detect unregis-

tered automnotive repair businesses (limited
term until 6/30/82)

. Fund Automotive Repair Advisory Board..
. Add staff for biennial license renewal (lim-

ited term until 6/30/8L) ........ciuuieeisinissesiinn

. Increase enforcement program ($33,750 is

for 1980-81 only)

. Increase audit program .........occesissisenn.
. Increase enforcement program (to be

statutorily funded)

. Testing out-of-state matena.ls (redirection

of existing funds)

. Augment operating expenses and add staff

(workload)

. Reactivate examination audit program ......
. Staff copy center ......
. Transfer data processing from Franchise

Tax Board to in-house.......... uessessasiusernonsesiessens

. Establish data entry program ..........ccccoseer
. Data processing increase as a result of h

cense renewal changes ....................................

. Increase data processing staff ‘(workload) .

6.5

$69,568

24,000

47,764

3.0

50

-10
20

1.0

6.0
7.0

06
20

$2,500
44,200
13,630

171,393

52,343
76,664

(10,000)

26,772
68,210
13,708

—18,170
—52,035

5477
45,176
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DEPARTMENT OF CONSUMER AFFAIRS—Continued

Proposal to Eliminate Various Regulatory Activities in 1979-80 Governor's Budget .

The Governor’s Budget for 1979-80 proposed the elimination of 20 occu-
pational licensing boards and other mandated activities within the De-
partment of Consumer Affairs. Adoption of the proposal would have
resulted in a reduction of 59.5 positions and a savings of $1,352,834. The
proposal was based on information developed by the State and Consumer
Services Agency and the Regulatory Review Task Force. The task force
prepared reports on various regulatory/licensing boards during 1977—78 at
the request of the department.

The boards and other mandated activities proposed for elimination

~were all created by statute and therefore could not be discontinued with-
out enabling legislation. No such legislation was enacted, and funding for
these activities was restored by the Legislature.
" The 1980-81 Governor’s Budget proposes continuation of these activi-
ties.

Legzs]atzve Proposal for Evaluation. There is interest within the Legls-
lature in developing a mechanism for evaluating the need for and per-
formance of the numerous regulatory agencies in the department.
Assembly Bill 46. (1979-80 Regular Session) has passed the Assembly and
is currently awaiting action in the Senate. The bill requires an evaluation
of each regulatory agency within the department according to a specified
schedule. The result of the evaluation would be reviewed by appropriate
leglslatxve committees and- the Legmlatlve Analyst- through a process
specified in AB 46.

Projected Fund Deficits

According to the Governor’ Budget the following agencies are project-
ed to have little or no surplus in their respective special funds at the end
of the budget year:

¢ Board of Registered Nursing,

¢ Board of Accountancy,

¢ Board of Geologists and Geophysicists, and

o Bureau of Automotive Repair.

We are advised that the Board of Registered Nursing, Board of Account-
ancy, and Bureau of Automotive Repair are currently charging the max-
imum fee allowed by statute;, and anticipate requesting legislation to
increase the maximum fees which may be charged. The Board of Geolo-
gists and Geophysicists estimates that adequate resources will be available
from its fund until 1983-84.

Continuing Problems With State Contractors’ Licensing Board

We withhold recommendation on the budget of the Contractors’ State
License Board pending further review of operations and additional infor-
mation from the Department of Finance.

Durmg the past 30 months, the Contractors’ State License Board has
had serious workload backlogs in the areas of license application process-
ing and complaint handling. In the current year, the board’s budget was
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increased by a total of $1,484,320 (20 percent) and 33.6 positions (12 per-
cent) so that the backlog in both of these areas would be reduced. The
additional positions included 18 one-year limited-term clerical positions:
and 13 permanent consumer service representatives.

The Supplemental Report of the 1979 Budget Act requires the Contrac-
tors” Board to submit quarterly reports on.the status of complaint and
application/examination backlogs to the Joint Legislative: Budget Com-
mittee and the legislative fiscal committees. The first quarterly report,

. dated November 7, 1979, indicates that, as of September 1979, an original

license application required four to six months to be processed. It also

indicated that between June 1979 and September 1979, the complaint

backlog had been reduced from 21,044 to 19,456.

For the 1980-81 fiscal year, the Governor’s Budget is proposing an in-
crease of $409,946 (4.6 percent) for the board over estimated current year
expenditures. The budget also indicates that the board’s workload and
workload resources are being examined, and that the Department of Fi-
nance will submit any necessary adjustments to the Legislature in the
spring of 1980.

We withhold recommendation on the budget request for the Contrac-
tors’ State License Board, pending receipt of additional information from
the Departments of Consumer Affairs'and Finance. We will analyze this
information in a supplemental analysis prior to hearings. -

Excessive Surplus Funds

We recommend that the Speecb Pathology and Audiology Exammmg
Committee, Tax Preparers’ Program, Structural Pest Control Board,
Board of Cosmetology, and Bureau of Fabric Care adopt a schedule of
reduced fees to bring their surpluses into conformance with existing law.

Section 128 of the Business and Professions Code states that at the end

- of any fiscal year, no agency within the Department of Consumer Affairs

shall have unencumbered funds in an amount which equals or exceeds the
agency ’s operating budget for the next two fiscal years. Currently, five
agencies within the department anticipate surpluses on June 30, 1981
which exceed the maximum amount allowed by Section 128.

Two of these agencies, the Speech Pathology and Audiology Examining
Committee and the Structural Pest Control Board, were identified in our
Analysis of the 1979 Budget Bill as having excessive surpluses on June 30,

" 1980. In the Supplemental Report of the 1979 Budget Act, the Legislature
" directed these agencies to reduce fees as necessary. We are advised that

the Speech Pathology and Audiology Examining Committee adopted
emergency regulations reducing selected fees and that its fund will be in
compliance by June 30, 1980 although the Governor’s Budget does not
reflect this lowered fee rate. The Structural Pest Control Board has identi-
fied selected fees to be reduced or eliminated. However, these fee reduc-
tions cannot be implemented in sufficient time to bring the June 30, 1980
surplus into compliance, but should adequately reduce the June 30, 1981
surplus.

We recommend that the Speech Pathology and Audiology Examining
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Committee and the Structural Pest Control Board present at the hearings

_revised surplus fund projections for June 30, 1981 and that the Tax Prepar-
ers’ Program, Board of Cosmetology and Bureau of Fabric Care adopt a
schedule of reduced fees in order to reduce surplus funds.

Excessive Surplus Continues

We recommend that the Board of Optometry make a concerted effort

to adopt a schedule of reduced fees in order to bring its surplus into
- conformance with existing law. .

“One board—the Board of Optometry—has been out of compliance with
the Business and Professions Code regarding year-end surplus for several
years. The board anticipates a surplus on June 30, 1981 which equals 228
percent of the proposed budget year expenditures. Table 2 displays the
status of the board’s surplus fund since 1977-78.

) Table 2
Board of Optometry Surplus Fund Condition

Actual Actual Estimated . Proposed
1977-78 1978-79. 1979-80 1950-81

Expenditure » . $182,747 $182,018 $227 275 $233,551
Surplus . . ; 523,337 562,779 556,420 533,405
Surplus as percent of expenditure ........oeminniens 286% 309% 245% 228%

The board reduced its fee schedule in 1978-79 as directed by the Supple-
mental Report of the 1978 Budget Act. Because the projected surplus
continued to exceed the statutory limit, supplemental language was again
adopted in 1979 directing the board to continue its schedule of reduced
fees. Nevertheless, the board’s projected surplus for June 30, 1980 and 1981
still exceeds the limit set by statute. We therefore recommend that a
reduced fee schedule be adopted and maintained until the Board of Op-
- tometry’s surplus is in compliance with existing law.

Pattern of Overbudgeting

We recommend reductions in various items based on a pattern of over-
budgeting, for a total savings of $585,000.

In analyzing prior-year expenditures and the proposed 1980-81 budget
for the Department of Consumer Affairs, we identified a number of agen-
cies that have shown a pattern of overestimating budget requirements. As
a result of this overbudgeting, these agencies have consistently reverted
funds at the end of the fiscal year. This pattern of overbudgeting is shown
in Table 3 which covers the period 1974-75 through 1978-79.

Based on the reversion of funds by the 11 agencies during the past five

years, we recommend reductions in the following items as shown in Table
4. '
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Table 3 .
Department of Consumer Affairs
Selected Agencies
Fund Reversions
1974-75 to 1978-79

Item Recommended oo ,
No. Agency Reduction 1974-75 1975-76 1976-77 1977-78 1978-79
75  Behavioral Science Examiners  $30,000 .

Amount reverted................. $12,017 $8,713 845347  $49,611 = $61,950
Percent of budget 52 39 174 173 188
79 . Medical Quality Assurance ...... 200,000
Amount reverted........co.......... 132,691 994921 785,381 74212 630,047
Percent of budget ............... 49 212 136 11 89
81  Hearing Aid Dispensers. 30,000
Amount reverted..... 38,627 30,134 24,789 25048 41,330
Percent of budget ... 21 29.8 247 22.0 36.1
82 . Physical Therapy..... 8,000 ' :
Amount reverted..... 21,131 24815 47,226 = 14863 ~ 24,545
Percent of budget .......c.cccrceeer 193 20.3 309 9.0 14.2
84  Speech Pathology and
Audiology ...ceencrcicrrrnnnnnins 14,000
Amount reverted. 62,128 40,247 46845 50,079 24,337
Percent of budget ................ 50.9 334 36.9 36.2 224
85 - Nursing Home Administrators 45,000
Amount reverted............ccono.. 18,075 8,556 - 50,627 50,373 62,492
Percent of budget ... 12.7 45 248 22.7 337
105 - Athletic Commission... 43,000
Amount reverted..... 30,881 34,600 46464 87832 91,192
Percent of budget ... 106 100 12.0 190 19.1
107 . Barber Examiners ....... 75,000
: Amount reverted. : 50,791 37,451 97,170 123,556 132,322
Percent of budget ... 10.0 6.8 168 194 23.8
109, Employment Agencies.... 75,000
i Amount reverted..... 51937 132651 341,630 311,577 . 118,088
: Percent of budget ... 13.1 282 573 52.4 26.1
110  Fabric Care............. 60,000 »
Amount reverted. 110,754 114223 242,808 151487 107271
_ Percent of budget ... 215 20.9 419 25.5 194
114  Nurses’ Registry ....... " 5,000
Amount reverted.......cooovvenret 5,395 1,868 3,452 7,873 8,011
Percent of budget .........ccooonne 24.6 89 146 3L7 35.1
Table 4
Department of Consumer Affairs
Recommended Reductions Based
on Overbudgeting
Item No. Agency Amount
75 Behavioral Science Examiners $30,000
79 Medical Quality Assurance 200,000
81 Hearing Aid Dispensers 30,000
82 Physical Therapy 8,000
84 Speech Pathology and Audiology 14,000
85 Nursing Home Administrators 45,000
105 Athletic Commission 43,000
107 Barber Examiners 75,000
109 Employment Agencies 75,000
110 Fabric Care 60,000
114 Nurses’ Registry 5,000

Total

$585)(m




'156 / STATE AND CONSUMER SERVICES Items 75-119

DEPARTMENT OF CONSUMER AFFAIRS——Continued

Unjustified Equipment Funds

We recommend reductions in various items for proposed equzpment
expenditures which are not justified, for a total savings of $85,796. We
further recommend that future budget requests not use a “miscellaneous™
category for equipment items.

Our analysis indicates that many of the agencies have proposed equip-
ment expenditures which lack adequate justification.

In some instances, our analysis indicates that, although no request for
equipment was submitted by the agency, the department arbitrarily es-
tablished a category entitled “miscellaneous” and inserted an amount
based on prior year allocations. In other cases, our review of the equip-
ment schedules revealed that funding requests for various items were in
excess of the Department of General Services™ price quotations. Also,
several agencies reported to us that equipment requests were reduced but
the budget failed to reflect the reduction. Finally, some agencies were
unable to provide adequate justification for the equipment proposed.

We recommend that the following items be reduced for the reason (s)
indicated in Table 5.

Table 5
Department of Consumer Affairs
Recommended Reductions Based on
Unjustified Equipment Requests

Item Agency Amount Explanation
76 Dental Examiners .......... $900 - Insufficient justification
79 Medical Quality Assurance 21,550 Agency reduced request
80 - Acupuncture 400 Reduced request and insufficient justifica-

tion

No agency request
No agency request
No agency request
No agency request

81 Hearing Aid Dispensers 500
82 Physical Therapy ..........cou..ur 500
83 Physicians’ Assistant ....... 200
84 Speech Pathology .........cicrereecncsnens 200

87 Pharmacy Request exceeds price quote and insuffi-
cient justification

88 Registered Nursing ..........ccouseercccrrienns No agency request

102 . Landscape Architects . Request exceeds price quote

103 Professional Engineers ... Insufficient justification

107 Barber Examiners .......... Agency reduced request

109 Employment Agencies No agency request

110 Fabric Care Request exceeds price quote

115 Electronic and Appliance Repair...... 8,000 Agency reduced request

117 Division of Consumer Services.......... 1,900 No agency request and insufficient justifi-
cation

118 Division of Administration.................. 2500 Insufficient justification

118  Division of Investigation .........ouecece 32,130 Agency reduced request and exceeded
price quote

Total $85,796

We further recommend that supplemental language be adopted re-
questing that in future budgets, the department identify and justify indi-
vidual items and not use a “miscellaneous” category.
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Limited-Term Position Not Deleted

We recommend (a) deletion of one office assistant II position and (b)
budgeting the proposed new office assistant I position for the Psychology
FExamining Committee at entry level, for a combined savings of $12,422 to
the Contingent Fund of the Board of Medical Quality Assurance (Item
79).

The 1979 Budget Act authorized the Board of Medical Quality Assur-
~ ance to add one office assistant II position to register professional corpora-
tions. The position was approved on a limited-term basis with termination
scheduled for June 30, 1980. This position would be continued by the
1980-81 budget. Our analysis indicates that this position is not needed for
the budget year. We recommend deletion of the position, for a savings of
$12,182.

The department is also proposing an ofﬁce assistant II position for the
Psychology Examining Committee within the Board of Medical Quality
Assurance. The position is budgeted at above entry level, which is contrary
to provisions of the State Administrative Manual. We recommend deletion
of $240 budgeted over the entry level salary.

Discontinue Student Loan Program

We. recommend that funding for the Student Loan Program of the
Board of Medical Quality Assurance be deleted in the budget year, for a
savings of $100,000 to the Contingent Fund of the Board of Medical Quality
Assurance (Item 79). We further recommend that legislation be intro-
duced to eliminate this program.

Section 2177.5 of the Business and Professions Code authorizes the
Board of Medical Quality Assurance to grant loans to California residents
enrolled in approved California medical education programs. The intent
of the loan program is to encourage physicians to practice in areas defi-
cient in physician services. Students who do so are not required to repay
the loan. .

The code requires the board to make available annually at least 50 loans,
not to exceed $2,000. The board is requesting $100,000 in the budget year
for this program. This is the same amount requested in the Governor’s
Budget for 1979-80. The Legislature denied this request.

Since 1971, the board has made 98 loans totalling. $170,000. To date, no
loans have been fully repaid.

The 1978 Budget Act required the board to adopt a plan for recovermg
loans before committing additional funds for this program: The board did
not comply. The Supplemental Report of the 1979 Budget Act required
the board to report to the Legislature on the overall efficacy of the pro-
gram and submit a plan to recover delinquent loans.

On November 30, 1979 the board issued a report on the efficacy of the
student loan program. This report indicates that 94 percent of all loan
recipients have not practiced medicine in a medically underserved area.
On this basis, the board recommended that the program be abolished.

The November 30 report included a plan to recover student loans. This
plan has been instituted, and approximately. $1,900 has been collected
through December 1979..
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Our analysis indicates that the program has failed to fulfill its mission of
promoting physician services in underserved areas. Further, the program
appears unnecessary and duplicative. The Song-Brown Family Planning
Physicians Training Program, administered by the Office of Statewide
Health Planning, makes funds available to promote physician services in
underserved areas. For these reasons, we recommend that funding for
student loans for medical education be deleted from the budget, for a
savings of $100,000. We further recommend that legislation be enacted to
repeal Section 2177.5 of the Business and Professions Code.

Transfer Licensing of Public Insurance Adjusters

We recommend that legislation be enacted transferring the authority to
license independent and public insurance adjusters from the Department
of Consumer Aftairs Bureau of Collection and Investigative Services to the
Department of Insurance, resulting in an estimated decrease in annual
revenue of $43,550 to the Private Investigators and Adjusters Fund and a
corresponding increase in revenue to the General Fund.

The Department of Insurance licenses and regulates insurance compa-
nies and insurance brokers and agents. The Bureau of Collection and
Investigative Services within the Department of Consumer Affairs is re-
_sponsible for licensing all independent and public insurance adjusters. An

analysis of the programs administered by both departments is included in
our review of the Department of Insurance’s budget (Item 166). Our
analysis indicates that transferring the authority to license insurance ad-
justers from the bureau to the Department of Insurance would enable
more effective supervision of the insurance industry as well as better
service and protection for consumers. Therefore, we recommend that
leglslatlon be enacted to effect such a transfer. If enacted, revenues from
licensing insurance adjusters, estimated at $43,550 in the budget year,
would be transferred from the Private Investigators and Adjusters Fund
to the General Fund which supports the Department of Insurance.

Athletic Commission Costs Exceed Revenue

We recommend that urgency legislation be enacted to raise the various
fees collected by the State Athletic Commission in order to increase Gen-
eral Fund revenue by at least $241,245. We withhold recommendation on
the commission’s budget pending legislative action and further review of
the commission’s budget proposal.

"The State Athletic Commission was established by a statutory initiative-
in 1924, and is responsible for regulating the sports of boxing, wrestling and
_ full contact karate. Revenues are derived from licenses, fees, penalties and
fines, and are deposited in the General Fund. These revenues are estimat-
ed at $245,000 for 1980-81. Funds to support the commission are appro-
priated from the General Fund. The budget proposes an appropriation of
$486,245 for 1980-81. Thus, for the budget year, the Athletic Commission’s
costs will exceed the revenue it generates by $241,245.

The Athletic Commission administers and collects 21 different fees,
which are specified in Section 18680 of the Business and Professions Code.
One category of licensees; including judges, timekeepers, boxers, wres-
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tlers, trainers, seconds and announcers, is charged an annual fee of $10. A
second category of licensees, including professional referees, managers,
matchmakers, and assistant matchmakers, is charged a $50 annual fee.
Annual fees of various amounts are also charged for agents, amateur re-
ferees, duphcate licenses, clubs and for conducting matches. In addition, .
the commission collects 5 percent of the gross ticket sales for regulated
events.

The current fees were established in 1971. Prior to 1971, fees had not .
been increased since 1941, when a $5 fee was levied for the first categOry
of licenses and a $25 fee was set for the second category.

We can find no compelling reason why this particular regulatory activ-
ity should receive a General Fund subsidy. The benefits of this regulatory
agency accrue primarily to those persons associated with the sports of
boxing, wrestling and contact karate, not to the general public. Conse-
quently, the costs of providing these benefits should be borne by these
persons rather than by all taxpayers. We therefore recommend that ur-
gency legislation be enacted to raise the various fees specified in Section
18680 of the Business and Professions Code. Fees should be increased
sufficiently to yield an additional $241,245 to the General Fund, at a mini-
mum. We withhold recommendation on the commission’s budget pendmg
possible action by the Legislature and further review of the commission’s
budget proposal. : '

Cosmetology Blenmal License Renewal

We recommend deletion of one limited-term office assistant Il position,
for a savings of $12,182 to the Cosmetology Contingent Fund (Item 108).

The 1980-81 Governor’s Budget proposes an increase of five one-year .
limited term clerical positions at a cost of $55,935 to process an estimated
196,000 license renewals during the budget year. Because the board
renews licenses on a biennial basis, the positions are being requested on
a limited-term basis through June 30, 1982. An additional $115,458 in oper-
ating expense funds are being requested to support this process, bringing
the total proposed cost of renewing licenses to $171,393.

In 1978-79, with an estimated 190,000 licensees, the board admmlstered
the license renewal program with the eqmvalent of four additional per-
sonnel years in temporary help. Since that time, the license renewal oper-
ation has been partially automated, resulting in a minimum of $30,000 in-
data processing costs for the budget year.

Our review indicates that five additional positions are not justified, and
we recommend deletion of one limited-term clerical position, for an es-
timated savings of $12,182 to the Cosmetology Contingent Fund. Our
recommendation is based on (1) the board’s experience in 1978-79, (2) an
estimated increase of only 3 percent in the number of license renewals
since 1978-79, and (3) the partial automation of the license renewal proc-
ess. - .
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Anesthesia Permit Program ,Overbudgeted

We recommend a reduction of $10,476 (Item 176) to the State Dentistry
Fund because the proposed level of expenditures for the Anesthesia Per-
mit Program has not been justified.

Chapter 886, Statutes of 1979 (SB 389), requires dentists who use general
anesthesia on an out-patient basis to obtain permits from the Board of
Dental Examiners. To obtain a permit, a dentist must submit to an on-site
inspection at least every five years, receive training and education, and
pay an annual fee. When the fiscal committees considered SB 389 the
board estimated that it ‘would cost $35,805 annually if enacted. This
amount included $15,000 to conduct the onsite investigations which were
not anticipated to be conducted during the first year of the program.

The 1980-81 Governor’s Budget, however, requests $46,281, rather than
$35,805, to fund this program. The $46,281 cost estimate includes $30,000,
rather than $15,000, for contractual services to conduct the onsite inspec-
tions. The board was unable to provide adequate workload or cost data to
justify the $30,000 inspection program request. For this reason, we recom- -
mend that the budget to cover costs of this program be held to the original
$35,805 estimate, for a savings of $10,476 in Item 176.

Unbudgeted Salary Savings

We recommend a reduction of $82,824 to the Vehicle Inspectzon Fund
(Item 214) because of unbudgeted salary savings. We further recommend
- future displays of salary savings in the Vehicle Inspection Program.

The department has estimated that there will be no vacant positions
during the budget year in the Vehicle Inspection Program (VIP) within
the Bureau of Automotive Repair. Experience indicates, however, that
salary and benefit expenditures for an agency generally are less than
anticipated because of staff turnover and delays in refilling positions. Our
analysis indicates that the bureau is likely to experience a 5 percent va-
cancy rate for VIP personnel, rather than the 0 percent estimated in the
budget. We therefore recommend that salaries and benefits for the pro-
gram be reduced by 5 percent, resulting in a savings of $82,824 to the
Vehicle Inspection Fund (Item 214). We further recommend that future
VIP budgets display salary savings. o

" Review of Research and Development Unit

The Supplemental Report accompanying the 1979 Budget Act required-
our office to report to the Legislature on the effectiveness of the work
accomplished and projects undertaken by the Research and Development
Unit located within the Division of Consumer Services.

The Research and Development Unit was formally established in No-
vember 1975. Since that time, it has undergone several organizational
changes and staff levels have varied from a high of 12 to a low of 3. Several
managers have directed the unit, and there have been long periods when
the unit had no manager.

The unit has undertaken 51 identifiable projects since June 1976. These
“projects” include analyses of bills, internal management studies, report
writing, grant development proposals, project supervision, and direct
project implementation. The ability to measure the overall effectiveness
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of these projects is extremely difficult because of changes in the activities
and changing criteria for project selection.

In August 1976, a study by the department’s Division of Administration’s
Management Systems Unit recommended that study plans be required for
. all projects undertaken by the unit. At that time, study plans were not
routinely developed. In July 1978 the Department of Finance issued a
report that found inadquate control over project selection, and strongly
recommended that study plans, including criteria for post-project evalua-
tion, be required for all projects.

In November 1978, the Division of Consumer Services developed an
elaborate procedure for establishing division-wide project priorities and
selecting projects in accordance with the priorities. This procedure has
been implemented. In addition, the division has established criteria for

evaluating the success of projects. We are unable to assess the effect of the
new process on the Research Unit because no evaluatmns with measurable
results have been produced.

‘In December 1979, the unit was renamed the Research and Special
Projects Unit to better reflect its ongoing functions. The memo announc-
ing the name change described the unit’s functions as: (1) researching
issues and analyzing data relating to consumer problems and making
- ‘appropriate recommendations to division management; (2) technical as-
* sistance to other units in the division; and. ) undertaking special projects
as specified. In addition, the unit manager is respons1ble for superv1s1ng
several grant-funded projects.

Current staffing for the unit includes 3.6 pOSlthIlS which is a reduction
of 3 positions from the prior year. These positions include a manager, an
analyst, one clerical position, and 0.6 personnel-years of temporary help.

The Division of Consumer Services estimates that the unit’s operating
costs totaled $418,922 for the period July 1977 through December 1979.
The ‘division estimates benefits realized during this period range from
$580,573 to $20 -million.

We were unable to quantify a dollar value for the projects undertaken
by the unit and the range of benefits suggested by the division is clearly
speculative. Because of the varied nature of the projects undertaken, the
changes in staffing, management and unit-scope and the absence of effec-
tiveness measures, we find that unit performance cannot be determined
at this time. However, the implementation of criteria and performance
measures for projects currently in progress should make it possible to
evaluate the unit’s effectiveness in the budget year.
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State and Consumer Services Agency'
DEPARTMENT OF FAIR EMPLOYMENT AND HOUSING

Item 120 from the v’General

Fund Budget p. SCS 79
R T . B $8,375,603
Estimated 1979-80........ciooviimieieressresiecseconseerseesescaesesesesenenios 7,942,629

Actual 1978-T9 ......covrrcirerireriennsinsssssessssss s sesssesessesesssesosnns
Requested increase (excluding amount for salary
increases) $432,974 (+5.5 percent)
Total recommended reduction .............oinineeeeieeerenreeeeeners None

1980—8_1 FUNDING BY ITEM ANDSOURCE

Item Description - Fund Amount
120 Support General ] $5,565,833
- Support ‘ Federal 2,809,770
Total ' © - $8,375,603
‘ s : Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

" 1.- Case Management System. Recommend the Department of 164
Fair Employment and Housing establish procedures for
managing caseload.

GENERAL PROGRAM STATEMENT

The Department of Fair Employment and Housing enforces laws which
promote equal opportunity in housing, employment, and public accom-
modations. These laws prohibit discrimination on the basis of race, reli-
gion, creed, national origin, ancestry, sex, marital status, -physical
handicaps, medical conditions related to cancer, and age over 40. The
department was created effective January 19, 1980, by the Governor’s
Reorganization Plan No. 1. Previously, the program existed as the Divi-
sion of Fair Employment Practices in the Department of Industrial Rela-
tions. »

The department seeks to achieve its objectives through the following
three programs.

1.- General administration, which provides budget, accounting, person-
nel, and other administrative support services to the program.

2. Prevention and elimination of discrimination in employment and
housing, which seeks to promote equal opportunity and to improve social
relationships by preventing and eliminating discrimination in employ-
ment and housing, ,

3. The Fair Employment and Housing Commission, which (a) estab-
lishes policy, procedures, and regulations for purposes of fulfilling the
objectives of the department and (b) holds hearings to adjudicate disputes
involving discriminatory practices.
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ANALYSIS AND RECOMMENDATIONS

We recommend approval. _

The budget proposes an appropriation of $5,565,833 from the General
Fund for support of the department in 1980-81, which is $201,384, or 3.8
percent, above estimated current year expenditures. This amount will
increase by the amount of any salary or staff benefit increases approved
for the budget year. '

As shown in Table 1, the department proposes a total budget-year ex-
penditure; including federal funds, of $8,375,603, an increase of $432,974,
or 5.5 percent, over the current year estimated expenditures.

Table 1

Budget Summary
Department. of Fair Employment and Housing

Estimated -+ Proposed Change

Funding 1979-80 1980-81 Amount . Percent
General Fund $5,364,449  $5565,833 $201,384 3.8%
Federal funds 2,062,449 2,809,770 747,321 36.2
Reimbursements 515,731 - . =515731 - <1000
Totals $7942,629  $8,375,603 $432.974 5.5%

Program
Administration $612,000 $714,687 $102,687 16.8%
Personnel-years 18 21 3 16.7
Prevention and elimination of discrimination in :

employment and Kousing.......coowrrerssivimmnnne 7,080,498 7,396,998 316,500 45 -
Personnel-years 2135 202 —115 54
Fair Employment and Housing Commission .... 250,131 263,918 13,787 55
Personnel-years 7 7 - -
Totals $7,042,629 - $8,375,603 $432,974 55%
ngsonnel-years 238.5 230 -85 -3.6%

Reimbursemerits of $515,731, representing federal Public Works Em-
ployment Act (PWEA) funds, are expected in the current year but not in
the budget year. The budget, however, expects federal funds received
through a contractual arrangement with the federal Equal Employment
Opportunity Commission (EEOC) to increase by $747,321, or 36.2 per-
cent. Under terms of the contract, the department processes discrimina-
tion cases for the EEOC. The department’s budget shows thé termination
of 70 PWEA-funded positions and the establishment of 66 EEOC-funded
ones. : :

The department’s proposed increase of $432,974 is due primarily to
merit salary adjustments, other price increases, and the opening of four
new field offices in the Oakland, Covina-Pomora, San Pedro-Long Beach,
and North Los Angeles areas. The department currently has offices in
Bakersfield, Fresno, Los Angeles, Sacramento, San Bernardino, San Diego,
San Francisco, San Jose, Santa Ana, and Ventura. The additional offices
will provide service in areas where there are high concentrations of mi-
nority employment and will be near the origin of discrimination com-
plaints. The new offices should result in one-time costs for new equipment
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and moving expenses, but should allow long-term savings in travel.

The department’s 1980-81 budget also contains funding for the costs of
relocating staff who were employed in San Francisco as part of the PWEA-
supported backlog reduction project. Many of these employees are being
retained to fill EEOC-funded positions. They will be relocated to other
areas where EEOC workload is increasing.

Screening Nonmeritorious Charges

We recommend that the Department of Fair Employment and Housing
establish a case management system that includes procedures for dismiss-
ing nonmeritorious charges, and report to the Joint Legislative Budget
Committee by December 1, 1950.

In the “Supplemental Report of the Committee on Conference on the
Budget Bill for Fiscal Year 1979-80,” the Legislature requested that the
department “. . . improve staff efficiency by establishing a caseload man-
agement system, including procedures for timely dismissal of nonmeritori-
ous charges, and report to the Legislative Budget Committee by October
1, 1979.” To date, the department has not complied with the request.

State and Consumer Services Agency
OFFICE OF THE STATE FIRE MARSHAL

Item 121 from the General

Fund Budget p. SCS 83
Requested 1980-81 .....ccovvirrrereereeee et $3,484,195
Estimated 1979-80........ccuevmiriiicieieerireeteseeeseesresessesesreesesansesens 2,950,462
ACtUAl 19T8-T9 ...ttt st re s s sas b ans 2,888,908

Requested increase (excluding amount for salary
increases) $533,733 (+18.1 percent)

Total recommended reduction ............ievervneveensvnnineens $456,200
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Data Processing Development. Reduce by $138,854. Rec- 166
ommend deletion of data processing development.

2. Inspection of State-Occupied Lease Space. Recommend 167
approval of two positions for inspection of state-occupied
lease space and redirection of existing resources to inspec-
tion of state-owned buildings.

3. Inspection of State-Occupied Lease Space. Recommend 167
the Fire Marshal provide a report to the Legislature regard-
ing alternatives to duplication of inspection efforts by state
and local fire inspectors.

4. Hazardous Material Training. Reduce by $317,316. Rec- 168
ommend deletion of three positions and related operating
expense for hazardous material training.
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GENERAL PROGRAM STATEMENT

The Office of the State Fire Marshal is responsible for preventing loss
of life and property by fire. The Fire Marshal adopts fire safety regulations
as authorized by the Health and Safety Code. Other responsibilities in-
clude enforcement of fire safety regulations in areas where no local juris-
diction exists and in state-occupied buildings. Statewide responsibilities
include licensing and monitoring of the portable fire extinguisher and
fireworks industries and cargo tanks used in transporting flammable lig-
uids. The office also sponsors training programs for firefighters.

The office includes two programs—Public Fire Safety and Administra-
tion. The Public Fire Safety Program is composed of (1) enforcement and
(2) analysis and development. Administration provides policy guidelines
and administrative support.

ANALYSIS AND RECOMMENDATIONS

The budget proposes an appropriation of $3,484,185 for support of the
Office of the State Fire Marshal which is an increase of $533,769, or 18.1
percent, over current year estimated expenditures. This amount will in-
crease by the amount of any salary or staff benefit increase approved for
the budget year. Table 1 summarizes the program changes:

Table 1
Office of the State Fire Marshal
1980-81 Budget Changes

General Federal  Reimburse-

: Fund Funds ments Total
1979-80 Current Year Revised.......ccoooecvermrieceres $2,950,462 $17,000 $1,309,809 $4,277271
1. Baseline changes 77,533 — 52,623 130,156
2. Program Changes:

a. Inspection of state occupied buildings — — 80,294 80,294

B. Data processing development............... 138,884 — — 138,884

¢. Hazardous material training .................. 317,316 — — 317,316

Totals, Program Changes ... $456,200 —_ $80,294 $536,494

1980-81 Proposed Expenditures ... e $3,484,195 817,000 $1,442,726 $4,943,921
Percent Increase.......coommreevennrccnsenennns 18.1% — 10.1% 15.6%

Baseline adjustments of $77,533 for general price increases, the new data
processing development program ($138,884), and the new hazardous
material handling training program ($317,316) account for the 18.1 per-
cent increase in the proposed General Fund budget. Other baseline ad-
justments of $52,623, reimbursable through the Office of Criminal Justice
Planning, are for continuation of limited term positions and related oper-
ating expense for arson detection and control training. Finally, an addi-
tional $80,294 is proposed for two positions to inspect state occupied
buildings. Costs would be reimbursed by the Department of General
Services, Space Management Division, through billing charges to other
state agencies.
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Data Processing Development

We recommend a reduction of $138,884 by deleting funds proposed for
development of a data processing system.

The budget proposes $138,884 for the first year cost to develop a data
processing system for the Office of the State Fire Marshal. The Depart-
ment of General Services (DGS) has prepared a Feasibility Study Report
for this project, as required by the State Administrative Manual. The
report proposes development of three data processing systems: (1) Sche-
duling of fire safety inspections, (2) issuance of licenses and registration
relating to the fire extinguisher, fireworks and cargo tanker activities, and
(3) reporting of employee time by function. At present, these activities
are accomplished without the assistance of automatic data processing
equipment. According to the report when the proposed systems are devel-
oped, annual costs for data processing would be approximately $28,000.
The department indicates that implementation of the proposed system
would increase inspection productivity by 12 percent, and reduce the
clerical workload for licensing and registration.

We have two concerns about this proposal (1) the report prepared by
DGS does not adequately address alternative methods for automating
these systems, (2) the department has indicated that the budgetary sav-
ings resulting from automation will be redirected to other activities rather
than be used to reduce General Fund expenditures.

Feasibility Study Report (FSR). 'The FSR proposes that the automated
system be implemented by developing a computer program at the Teale
Consolidated Data Center. The program would meet the particular needs
of the State Fire Marshal related to inspection scheduling, licensing and
time reporting. These types of activities are not unique to the Fire Mar-
shal’s Office, and many other state agencies have fully developed com-
puter programs which perform essentially the same data processing. For
example, the Department of Health Services has a computer program for
scheduling facility inspections. Many of these facilities are the same ones
that the Fire Marshal must inspect, and thus existing data would be du-
plicated if this budget proposal is approved. One of the advantages of a
consolidated data center is that it allows departments to utilize computer
programs that have already been developed. The report does not indicate
that existing programs have been evaluated for application to the Fire
Marshal’s needs. Such an evaluation may result in a substantial savings in
program development costs and therefore should be undertaken before
additional development funds are provided.

Another alternative which the report does not address is the possible
application of advanced business machines or small office computers to
meet the Fire Marshal’s needs. Many departments have electronic ac-
counting machines or mini-computers which provide a cost effective alter-
native to processing on large machines such as those at the Teale Center.
This alternative should be thoroughly evaluated, particularly in view of
the relatively minor volume of data to be automated (4,000 inspections—
18,000 licenses).

Potential Budgetary Savings. The Fire Marshal has conducted a lim-
ited test of the proposed inspection scheduling system. This test indicated
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a potential increase of 12 percent in field staff productivity, or the equiva-
lent of 2.4 positions in the inspection program. If an automated inspection
scheduling system is implemented, the savings should be realized through
a corresponding reduction in authorized field staff. According to the Fire
Marshal, this savings would amount to $132,000 per year based on 1979-80
costs. Savings attributable to automating the licensing systems have not
been quantified, although some clerical activities would be eliminated.
The department should evaluate the potential savings resulting from auto-
mation in this area and propose corresponding budget reductions if the
system is implemented.

More thorough information is needed to justify this proposal because
alternatives to the proposed computer data processing system, as well as
the potential cost savings, have not been adequately addressed. Some

“savings may be possible through application of new technology. The de-
partment should correct the deficiencies in the existing proposal and
submit a revised proposal for the Legislature’s consideration. Given the -
fact that the original proposal was prepared utilizing existing budget re-
sources, the office should be able to make the necessary revisions without
requiring additional funding. If the revised proposal is found to be cost-
effective, it would warrant legislative support. Given the deficiencies in
the current proposal, however, we recommend the proposed system not
be approved at this time and that $138,884 be deleted from the Budget Bill.

State-Occupied Buildings .

We recommend approval of two positions for inspection of state oc-
cupied lease space. Further we recommend existing resources devoted to
this workload be redirected to inspection of state-owned facilities.

The budget proposes $80,294 for two positions and related operating
expense to increase inspections of state-occupied lease facilities. The addi-
tional positions would provide approximately 850 additional inspections
per year in state-occupied leased facilities throughout the state. They
would be funded through reimbursements from the Department of Gen-
eral Services, Space Management Division (SMD). The pro rata charges
to agencies in leased space would be increased by SMD to recover the cost
of the additional inspections.

Table 2 shows the inspection rate for state-owned and state-occupied
lease facilities in 1978-79. It also shows what the impact of the proposed
additional positions would be on the inspection rate. :

Table 2 shows that, based on 1978-79 workload data, approximately 34
percent of state-owned and state-occupied lease buildings are inspected
on an annual basis. Approval of two additional positions would increase
annual inspections by 850, thereby allowing the Fire Marshal to inspect 45
percent of these facilities on an annual basis. The workload data, however,
indicates that the greatest need for additional inspections is not in state-
occupied lease buildings, but in state-owned facilities, where only 12 per-
cent of the buildings are inspected each year.

Based on our analysis of workload, we recommend approval of the
proposed new positions. At the same time, we believe that the existing
resources which undertook 440 inspections of state-occupied lease build-
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Table. 2
State Fire Marshal (SFM)
Inspections of State-Owrned and Occupied Facilities
1978-79 Workload Report

Percent
Number of Buildings Number of Inspected
Type of Occupancy i SFM Jurisdiction -~ Inspections Annually
State-owned buildings ; 2,067 : 256 12
State universities 2,507 . 807 32
State institutions 1,866 - 1,208 64
. State-occupied (leased) 1,424 440 31
Subtotals 7,864 - 9,706 34%
Budgetary impact
Additional inspections (2 posmons) —_ 850 —
Totals ‘ ’ 7,864 3,556 45%

ings in 1978-79 should be redirected to inspection of state-owned build-
ings. Hence, we recommend that the Legislature approve the new
positions with the understanding that the State Fire Marshal will redirect
existing resources so as to increase the frequency of inspection for state-
owned facilities. Finally, we recommend that the Legislature adopt sup-
plemental language requiring the State Fire Marshal to report to the Joint
Legislative Budget Committee and the fiscal committees on alternatives
for av01d1ng duplication of effort on the part of state and local fire i 1nspec-
tors in state-occupied lease facilities.

Hazardous Material Training =

We recommend a reduction of $317,316 and deletion of three positions
for hazardous materials training.

The budget proposes $317,316 for three positions and related operating
expenses for a new hazardous material training program. Hazardous
‘materials include chemicals and other material that pose a public health
or safety hazard. The training would be provided to local and state emer-
gency response personnel, and would focus on how to respond to accidents
involving hazardous materials. The course would be developed by the
State Fire Marshal in cooperation with other state agencies involved in
responding to emergencies involving hazardous materials. Eight training
teams would be formed, each consisting of firefighters, law enforcement
officers, a Cal-OSHA representative, and a Caltrans or Fish and Game

. Table 3

State Fire Marshal
Hazardous Material Training

Number to-be Trained

Coursework Fire bFig,rlzters Law Enforcement Other® Total
Awareness ; 40,000 30,000 5,000 75,000
Command 3,000 2,000 500 5,500
Specialized : 10,000 7,500 1,000 18,500
"~ Totals . 53,000 39,500 6,500 99,000

2 Includes Caltrans and local public work employees.
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representative. These teams would conduct three levels of training: (1)
general awareness, (2) training of command personnel, and (3) training
in specialized techniques. These courses would be offered to fire, law
enforcement, and highway maintenance personnel over a three-year peri-
od. Presumably, participation would be on a voluntary basis. Table 3 shows
the level of instruction planned for the three-year program.

Our analysis indicates that the proposed training program is not needed.
Many of the personnel to be trained currently have access to similar
training programs, including:

o Firefighters in major metropolitan areas;

« Caltrans maintenance personnel;

o Fire Service Training and Education Program (FSTEP) participants;

o California Highway Patrol in-service training participants.

There may be a need to expand the efforts of the existing training
programs to reach additional personnel. This should be accomplished

- through the dissemination of course information to all potential partici-
pants. In this way the desired training can be provided without duplica-
tion and at minimal or no increase in costs.

State and Consumer Services Agency
FRANCHISE TAX BOARD

Itéms 122-123 from the General v -
Fund Budget p..SCS 86

Requested 1980-81 .....cccouvveriuimiiriencreienrsinersiersiensassessessaanins $78,477,093
Estimated 1979-80.........cccoirrerminiienniencnenesesineressinsssisesionsies 75,029,253

Actual 1978-79 .......... eeeeeeettat et b et R Rt et ar g sat e s et et et b ebebesnmenin 63,508,878
Requested increase. (excluding amount for salary v
increases) $3,447,840 (+4.6 percent) '
Total recommended reduction .......c..eivieniiereeenesenneseie $332,130

1980-81 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
122 General Support " General $78452,093
123 Local Assistance General 25,000
Subtotal ’ (T8,477,003)
Reimbursements : 2,250,451
Political Reform Act (Item 411) 1,382,900
Total $82,110,444
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Information Center. Recommend evaluation of benefits 175
from providing statewide toll-free telephone service and
report to the Legislature by November 1, 1980.
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2. Audit Criterion. Recommend Legislature direct the Fran- 176
chise Tax Board to allocate audit positions on the basis of
their marginal return to the state.

3. Auditor Positions. Reduce Item 122 by $184,000. Recom- - 176
mend deletion of 12.9 personnel-years budgeted for work-
load growth.

4. Bank and Corporation Tax Program Positions. Recom- 177
mend proposed positions be granted for a limited term of
four years.

" 5. Senior Citizens’- Property Tax Assistance. Recommend - 178

Legislature add budget language restricting the redirection
of funds provided for the senior citizen’s assistance pro-
grams.

6. Operating Expenses Reduce Item 122 by $6,430. Recom- 179

- mend reduction in operating expenses and. equipment to
correspond with deletion of 11.3 personnel-years.

7. Limited-Term Administrative Positions. Reduce Item 122 180
by $141,700. Recommend deletion of 9.7 personnel-years
scheduled to expire on June 30, 1980.

GENERAL PROGRAM STATEMENT

The Franchise Tax Board (FTB) is responsible for administering the
Personal Income Tax Law, Bank and Corporation Tax Law, the Senior
Citizens’ Property Tax Assistance program, and the Political Reform Audit
program. The board consists of the Director of Finance, the Chairman of
the State Board of Equalization and the State Controller. An executive
officer is charged with administrative responsibilities imposed on the
board, subject to supervision and direction from the board.

ANALYSIS AND RECOMMENDATIONS

The Governor’s Budget proposes appropriations of $78,477,093 from the
General Fund for support for the Franchise Tax Board in 1980-81. This is
an increase of $3,447,840, or 4.6 percent, over current year expenditures
as estimated in the Governor’s Budget. However, the budget overstates
current year expenditures by $526,000. The Director of Finance notified
the Legislature of her intention to authorize this expenditure under Sec-
tion 28 of the 1979 Budget Act, but subsequently decided not to do so. If
expenditures in the current year are reduced by this amount, the request-
ed increase in funding is $3,973,840, or 5.3 percent. This amount will in-
crease by the amount of any salary or staff benefit increase approved for
the budget year.

The department is also scheduled to receive $3,633,351 in reimburse-
ments, resulting in total 1980-81 budget expenditures of $82,110,444. Of
this amount, two-thirds is to be expended on personal services and one-
third on operating expenses and equipment.

Table 1 compares the distribution of personnel-years and expenditures
by program element in fiscal years 1978-79, 1979-80 and 1980-81. FTB’s
two major activities, the Personal Income Tax (PIT) and Bank and Corpo-
ration Tax (BCT) programs, account for 92 percent of total expendltures
and 90 percent of board employees in 1980-81.
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Table 1
Franchise Tax Board

Program Summary °
1978-79 through 1980-81
Personnel-Years FExpenditures

Actual Estimated Proposed = Actual Estimated  ~ Proposed
1978-79 1979-80 1980-81  1978-79 "1979-8) 1960-81

Personal Incomie Tax ... L7154 17871 18537  $45036058 - $53,108,823 $56,138,000

Bank and Corporation Tax 658.7 658.7 702.3 16,008,902 18,458,293 . 19,489,000
Senior Citizen’s Property Tax Assistance 1207 1438 1292 2,478,803 2,941,884 2,867,000
Contract work 8.1 1245 1195 1,998,768 2,190,601 2,208,544
Political reform audits 704 550 - 454 1,827,134 1,343,968 1,382,900
Legislative mandates.........ovweummmemesssns — — — - 9974 25,000 25,000
Administration-distributed (1658) - (169.5). (1668)  (3252910)  (3,629,000) = (3,721,000 .
Totals 26613 27691 - 2850.1 - $67,359,639 . $78,068,569 - $82,110,444
General Fund (8 - 55896 26852  BI508878 4503253 - TR4TI093
Reimbursements.d.... 81 U5 1195 2003697 2291348 2250451

‘Political Reform Act 704 50 &4 18713 L3398 - 1385900

® Totals for 1979-80 have been reduced by 35.5 personnel-years and $526,000 to reflect the. amount
budgeted for the current year. The distribution of program dollars was estimated by Legislative Analyst.
These amounts have been excluded from personnel-year and expenditure totals in all subsequent tables:

Section 27.2 Reductions

"As a result of Section 27.2 of the 1979 Budget Act, the department”
deleted 51.8 personnel-years (1.8 percent of total authorized positionsy,
for a current-year savings of $1,128,854. These reductions were distributed
between the Senior Citizen Property Tax Assistance program (15.4 per-
sonnel-years and $376,285 in savings) and the Political Reform Audit Pro-
gram~ (364 personnel-years and $752,569). - However, estimated
current-year expenditures for both of these programs are significantly
lower ‘than authorized levels as a result of overestimated workload levels
and legislative changes. Consequently, by applying the reductions to these
programs, the department was virtually unaffected by Section 27 2.

1980-81 Expenditures

The increase in expenditures for the budget year over the current year
can be attributed to: (1) baseline adjustments, (2) workload changes, and
(3) program changes. Table 2 identifies the portion of the overall increase
attributable to each of these factors. Under workload changes, there is a
$1 million reduction shown in the Senior Citizens’ Property Tax Assistance
program, three-fourths of which has been redirected into the Personal
Income Tax program. Under program changes, the most significant re-
quest is an $801,000 augmentation for the FTB’s Information Center, its
toll-free telephone assistance service.

I. PERSONAL INCOME TAX PROGRAM

The Personal Income Tax program administers the Personal Income
Tax and the Income Tax Withholding Law. Table 3 displays the resources
used in each of the four program elements. The department is requesting
an increase of 66.6 personnel-years or 3.7 percent, and an increase .in .
expenditures of $3,029,177, or 5.7 percent.
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Table 2

Items 122-123

Franchise Tax Board
Proposed 1980-81 Budget Changes

General Fund ~ Reimbursements Total
1979-80 Current Year (in 1980-81 Budget) §75,029.953 955316 §78594,569
Reduction to conform with approved budget 526,000 — —526,000
1979-80 Current Year Revised $74,503,253 $3,565,316 $78,068,569 -
Baseline Adjustments
Restoration of Section 27.2 cuts 376,285 752,569 1,128,854
Elimination of 1979-80 “plus” adjustment — 165,181 - ~165,181
Elimination of one-time SB 93 (Chapter 1182, Statutes of 1979)
costs —30,400 7,623 -38,023
Personal Services:
Merit increases.. 597,580 28,308 625,888
Staff benefits—OASDI 184,285 8,761 193,046
Operating expenses and equipment 969,280 - 89,605 1,058,885
Subtotals, Baseline Adjustments ($1,931,849) ($871,620) ($2,803,469)
Workload Changes :
Personal Income Tax:
"Processing and tax assistance $565,900 = $565,900
Audits, collections and filing enforcement...........courvirnmernne 212,840 - 212,840
Bank and Corporation Tax:
Processing and tax assistance 147,100 - 147,100
Collections and filing enforcement ...........osiveresmnsons 91,160 — 91,160
Senior Citizens’ Property Tax Assistance:
Processing and tax assistance —1,051,000 — —1,051,000
EDD withholding contract 871,111 — 877,111
Subtotals, Workload Changes ($843,111) =) ($843,111)
Program Changes
Contract work . - $—15,400 $-15,400
Taxpayer assistance—Information Center ...........meumemmine $801,000 - 801,000
Legislation: :
PRAD (Chapter 1141, Statutes of 1978) 185,880 788,185 —602,305
BCT (Chapter 1150, Statutes of 1979)....... 212,000 — 212,000
Subtotals, Program Changes ($1,198,880) ($—803,585) ($395,295)
1980-81 Budget Total T84T 093 BEBBL 88110444
Increase, 1980-81 over 1979-80 Revised:
Amount .. $.973,840 $68,035 $4,041875
Percent. 5.3% 19% 52%
Table 3
Personal Income Tax Program
1978-79 through 1980-81
Personnel-Years Expenditures
Actual  Estimated Proposed — Actual  Estimated  Proposed
Program Element 1978-79  1973-80 198081 1978-79 1979-80 1980-81
Self-assessment and prepayment activi- )
ties 8244 8799 9265  $25754307  $30,520609  $32,793,000
Audit aCHVIEES ...ooovrivnrerssererriensesssssssnens 501.0. 506.8 525.2 9,925,618 11,597,439 12,064,000
Filing enforcement activities 9.9 2.1 93.6 2,246,104 2,574,110 2,662,000
Collections 308.1 308.3 3084 7,110,029 8,416,665 8,619,000
Administration-distributed................. (104)  (L128)  (1128) (216723)  (2409000)  (2554000)
Totals 1,7254 1,787.1 18537  $45036,058 - $53,108823 - $56,138,000
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Self-Assessment and Prepayment Activities

The activities of the self-assessment and prepayments element include:
(a) disseminating information to taxpayers, including 14 million booklets
and over 56 million tax forms, (b) administering the $11.2 million with-
holding tax contract with the Employment Development Department
and (c) processing the estimated 10.9 million returns submitted by taxpay-
ers. Audit activities include: (a) verifying computations on all returns filed
and (b) desk audits and field audits of over 775,000 returns. The filing
enforcement element utilizes information from a variety of sources to
identify persons who appear not to have met their filing requirement, and
the collections element attempts to collect amounts due from taxpayers.

Current Year Operations Underfunded

The Governor’s 1979-80 Budget for FTB did not request increased re-
sources to handle projected increases in workload. Instead, the budget
assumed that the predicted workload increase could be handled by the
existing staff as a result of productivity increases. The department indicat-
ed that if the productivity increases were not forthcoming, an additional
81 positions would be necessary. The Legislature authorized a total of
1,703.7 positions for the PIT program for 1979-80, as shown in Table 4.

Table 4
Personal Income Tax Program
Personnel-Year Changes: 1979-80 to 1980-81

Changes in 197¢-80 Changes in 1980-81
1979-80 SCPTA® PRAP® Redis- 1979-80 PRAP  19%
Author- Redi- Redi- trib-  Esti- - Work-  Info Realign- Re
Personnel-Years ized ' rects  recls  uled mate® lad Center ment quested
Self-assessment and prepayment ac- ’
BEVILIES -covensenmeeeseesssnssssessssinsns 809.7 4695 +07 — 8199  +42 +M46 - +78 9265
Audit activities ......... . 4940 +124 404 — 5068 +105 436 443 52
Filing enforcement activities. .. 63.0 — +01 +290 21 +06 +09 — 93.6
COLIECHONS v BO  — 403 -20 383 +40 +13 52 3084
Totals L,7037 4819 4135 — 178711 +193 +404 +69 18537 .

2 Senior Citizens’ Property Tax Assistance program.

b political Reform Audit Program.

© Figures have adjusted downward for the disapproval of a Section 28 letter requesting funds for Informa-
tion Center positions.

The department now estimates that it will use 1,787.1 personnel-years
in the current year, which implies that the productivity increases were not
realized. Virtually all of this 83 personnel-year increase has been redirect-
ed from the Senior Citizens’ Property Tax Assistance (SCPTA) program.

We believe that the redirection of positions to the PIT program is
justified for the following reasons:

1. Pre-1979-80 Backlog. At the end of each fiscal year, the department
has a normal backlog of approximately 200,000 PIT returns which are not
completely processed. As of June 30, 1979, however,the FTB had a total
backlog of about 789,000 returns. With the redirected staffing, the depart-
ment plans to eliminate the entire “abnormal’’ backlog of 589,000 addition-
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al returns by June 30, 1980.

2. Lack of Producavzty Gains.  The department has been unable to
generate the productivity gains needed to offset workload increases.

3. Returns Underestimated. It now appears as though the depart-
ment’s current-year PIT workload will be higher than originally estimat-
ed. FTB had 1mt1311y projected receipt of 10.1 million returns in 1979-80.
The department is now estimating a total of approx1mate1y 10.4 million
returns.

Additional Resources Requested for 1980-81 .

In addition to 83 personnel-years permanently redirected to the PIT
program in the current year, the FTB is requesting an additional 66.6
personnel-years in the budget year. As Table 4 shows, these positions are
for: (1) additional staffing for the Information Center (40.4 personnel-
years), (2)- workload changes (19.3 personnel:years), and (3) a 6.9 person-
nel-year adjustment resulting from the Section 27.2, Budget Act of 1978
reductions. Of the total, 4.8 personnel-years would be redirected from the
SCPTA program.

Information Center: Return to 1978-79 Service Level

For the past two years, the FTB has operated a statewide, toll-free
telephone service—referred to as the Information Center—in order to
provide taxpayer assistance to all California residents. In 1978-79 the cen-
ter responded to over 1.3 million calls, answering questions on the PIT,
BCT and SCPTA programs.

. In the 1979 Budget Act the Legislature reduced the amount budgeted

for the Information Center by $1 million, resulting in a staff reduction of
67 positions, or 45 percent. FTB estimates that it is now capable on answer-
ing about 962,000 calls in the current year, a reduction of one-third from
1978-79.

The department requests an additional $801,000 in the budget year so
that the level of telephone service provided may be increased to the
1978-79 level. FTB indicates that it needs only $801,000 (instead of the $1
million that was eliminated in 1979-80) because it has realized both re-
duced equipment and personnel costs in the intervening time.

Our analysis of the proposal indicates the funds are needed in order to
avoid the following consequences:

- 1. Continued Problems in Accessing Information Center. In the first six
months of the 1979-80 fiscal year, the Information Center received over
3.9 million calls. Of that amount, it was able to answer only 326,000 calls,
meaning that an individual had to dial the toll-free number an average of
12 times before receiving assistance. In one month during that period,
September of 1979, an average of 29 attempts was necessary.

2. Added Costs to Other Operations. When individuals cannot obtain
assistance through the telephone service, they may increase department
workload by (a) contacting FTB district offices for advice and (b) com-
pleting their returns inaccurately, resulting in increased processing and
auditing costs for the FTB.

Because of these consequences, we recommend approval of the re-
quested staffing and expenditure levels for the Information Center.
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. Evaluation of the Benefits of the Information Center

We recommend that the Franchise Tax Board attempt to quanhfy the
benefits derived from the Information Center and report the results to the
Joint Legislative Budget Committee. by November 1, 1950.

By June 30, 1980, the Information Center will have been in operation for.
two full years, with one year at a normal level of service (1978-79) and one
year at a reduced level (1979-80). By making inter-year comparisons of
such factors as district office contacts, correspondence levels, error rates
on returns, etc., the department should be able to offer some evidence as
to the benefits (or costs foregone) of increased funding for the Informa-
tion Center. :

Audit Activities

The audit program seeks to encourage comphance w1th Personal In-
come Tax Law provisions and to maximize state revenue. The Franchise
Tax Board proposes to spend $12.1 million and use 525.2 personnel-years.
on PIT audit activities in 1980-81, an increase over the current year of
$466.,561 and 18.4 personnel-years. The department’s request for an addi-
tional 18.4 audit positions in the budget year is in addition to 12.4 person-
nel-years transferred in 1979-80 from the Senior Citizens’ Property Tax
‘Assistance program to the mathematical verification element of the PIT
audit program. The 18.4 position increase consists of: (1) 4.3 personnel-
years for the Section 27.2, Budget Act of 1978 adjustment, (2) 3.6 person-
nel-years for the Information Center, (3) 0.6 personnel-year redirected
from SCPTA program, and (4) 9.9 personnel-years for audit workload
" inereases. Table 5 shows the distribution of audit resources by audit ele-
ment.

Table 5
Personal Income Tax Program
Summary of Audit Element Activities
Personnel-Years and Expenditures

Personnel-Years Expenditures

Actual  Estimated Proposed  Actual Estimated - Proposed
1978-79  1979-80  1980-81 1978-79 1978-80 1950-81

" Math verification .... 141.2 1392 1449 $2,495,569 $2,552,439 $2,677,000
Desk audits ........... 1841 1893 1974 3613524 4,952,000 4,441,000
Federal audit re-

POTES oercerces 82.6 84.1 869 1464315 1813000 1,883,000
Field audits .. 93.1 942 96.0 2,352,210 2,980,000 3,063,000
Totals......ccoeeerrnvennne 501.0 506.8 525.2 $9,925,618 $11,597,439 $12,064,000

Mathematical verification is performed by computer on virtually all
returns filed (an estimated 10.9 million in 1980-81). Data from each return
are entered through key data entry terminals so that the results of all
arithmetic operations on the return can be verified by the computer.
Thus, math verification is really more a part of the return processing
activity than it is a separate audit function.

Federal audit reports are sent to the department by the IRS in cases
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where federal tax liabilities of California taxpayers are adjusted as a result
of an IRS audit. The FTB then checks to see whether the taxpayer’s state
tax liability also requires adjustment. About 40 percent of the personal
income tax audits to be undertaken by the board in 1980-81 will be initiat-
.ed by these federal audit reports. :

Desk audits are conducted by professional and clerical personnel at the
FTB’s operations center in Sacramento. These audits are usually con-
ducted through telephone calls and correspondence with the taxpayer.
Occasionally, desk audits are referred to the field for further investigation.
Approximately 57 percent of the department’s personal income tax audits
(an estimated 443,000 in the budget year) are desk audits.

Field audits are conducted by professional auditors at the FTB’s 17
California district offices. The audits generally require that the taxpayer
meet with the auditor either at the district office or the taxpayer’s prem-
ises to review the taxpayer’s records. Less than 3 percent (an estimated
22,000 in 1980-81) of the FTB’s personal income tax audits will be field
audits.

Shift in Audit:Emphasis

We recommend that the Legislature direct the Franchise Tax Board to
allocate existing audit staff and all new positions on the baszs of the mar-
ginal revenue expected to accrue to the state.

We also recommend the elimination of 12.9 persomze] -years and $184,-
000 budgeted for audit workload.

A major goal of the audit program is the maximization of state revenues.
Consequently, a prime consideration in both the allocation of existing
auditors and the placement of new auditors should be the amount of
‘additional revenues which ean be recovered by the audits (also taking into
account, of course, the full costs of the auditing). Whenever a new audit
position is authorized, the department should use that position for audits
projected to return the greatest dollar amount to the state. The placement
of resources where their marginal return is the highest is a basic concept
of efficiency incorporated into most management decisionmaking,. '

The FTB does not, however, allocate audit positions based on the ex-
pected marginal return. In 1980-81, for example, the department proposes
to distribute 12.9 new audit positions on the basis of such factors as in-
creases in the number of returns, audit coverage, and geographical loca-
tion. These factors are unrelated to the return expected from additional
audits. FTB does use one indicator—tax change per dollar of cost—which
approximates the marginal return expected from an audit. However, this
indicator does not appear to be a primary con51derat10n in the depart-
ment’s allocation of audit resources.

Apparently, FTB assumes that the present distribution of audit staff is
an efficient one and that additional positions need to be added only on a
traditional workload basis. Given the method the department uses to
distribute new positions, there is no reason to believe that the current
allocation is efficient.

Therefore, we recommend that the Leglslature direct the department
to allocate auditors where the marginal benefits to the state are the high-
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est. Further, until the FTB can demonstrate that its existing resources are

being used in the most efficient manner possible, we cannot recommend

approval of any additional audit positions. Consequently, we recommend

the elimination of the 12.9 work-years proposed for audit workload in
: 1980—81

Il. . BANK AND CORPORATION TAX PROGRAM

The Bank and Corporation Tax program administers the Bank and
Corporation Tax Law. Table 6 summarizes the activities of this program
by element. Total budget year program costs are proposed at $19,489,000,
an increase of $1,030, 707 or 5.6 percent over the estimated current year
expendltures

Table 6

" Bank and Corporation Tax Pregram
"+ 1978-79 through 1980-81

Personnel-Years Expenditures
Actual  Estimated Proposed  Actual  Estimated — Proposed
1978-79  1979-80 195081 - 1978-79 1979-80 1980-81

Self-assessment and

prepayment activities 155.0 1583 1855 - $3,234,116  $3,808,293  $4,307,000

- Audit activities i, 3285 3283 - 3426 8,883,907 10,366,000 10,788,000

“Exempt corporations.......... 324 340 4.7 . 682,455 861,000 882,000
Filing enforcement activi- .- . :

© S ieiiesiiennnirreisaianesnenie . 313~ -26.0 21.0 - 711,316 512,000 540,000

Collections .........iommeveereeennes 1115 1121 1125 2,497,108 2,911,000 2,972,000

Admnnstratlon—dlstnbut
.................................... S 4L (424 () (821,424) (907,000) (932,000)
Totals .................................. 6587 658.7 7023 $16,008902. '$18,458,293 = $19,489,000

_ The department proposes a staffing increase of 43.6 personnel-years, or

6.6 percent, in 1980-81. The components of the increase are: (1) 19.8
personnel-years for workload, 13.8 of which are redirected from the
SCPTA program, (2) 13.9 personnel -years for administration of Chapter
1150, Statutes of 1979 (AB 66), and (3) 9.9 personnel-years for the Informa-
tion Center and a PRAP adjustment of Section 27.2, Budget Act of 1978
reductions.

Limited Term for Proposed AB 66 Positions

We recommend that the 13.9 personnel-years requested for Chapter
1150, Statutes of 1979, be limited in term to June 30, 1954. '

Chapter 1150, Statutes of 1979, modified tax rates and other provisions
of the Bank and Corporation Tax Law. Enactment of the measure is
expected to result in additional workload during the next few years, espe-
cially in the areas of math verification and taxpayer assistance. The depart-
ment has requested 13.9 positions to handle the projected increase in
correspondence, telephone calls and filing errors. As.corporations become
familiar with the changes made by Chapter 1150, this additional staffing
will not be needed. The Department of Finance and FTB agree that these
positions can be limited to four years. We recommend that the Budget Bill
designate them as limited-term positions.
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1. SENIOR CITIZENS' PROPERTY TAX ASSISTANCE PROGRAM

The Franchise Tax Board administers the Senior Citizens’ Property Tax
Assistance (SCPTA) program, which provides property tax relief to home-
owners and renters. An individual who is 62 years or over, or who is under
62 and totally disabled, may receive assistance payments if his or her
household income does not exceed $12,000. In addition, homeowners 62
years or over with incomes below. $26,700 ‘may also postpone their prop-
erty taxes. (These programs are discussed in greater deta11 in the analysis
of Items 476-478.)

Projected Workload Fails to Materialize

Chapter 569, Statutes of 1978, increased the number of eligible persons
in the SCPTA program by extending eligibility to totally disabled persons
under 62 and by raising the income limits in the renters’ program from
$5,000 to $12,000. These changes were expected to increase total claims to
955,000 in the current year. Actual participation, however, has been much
less. The department now estimates that the claims received in 1979-80
will be approximately 625,000.

Because participation has been well below the original estimate, there
has been a significant decline in the personnel-years needed to administer
the SCPTA program. The department was authorized 240.9 positions at
the beginning of 1979-80, but now estimates that only 143.8 personnel-
years will be used in the current year, a reduction of 97.1 personnel-years.
As discussed earlier, 81.9 of these personnel-years have been permanently
redirected to the PIT program. The SCPTA program also absorbed 15.4

_personnel-years in Section 27.2, Budget Act of 1979 reductions in the
current year.

The SCPTA program is budgeted to decline by another 14.6 personnel-
years in 1980-81. This decline is the result of three separate adjustments
in the program’s staffing level:

o restoration of 15.4 positions reduced by Section 27.2;

« redirection of 18.7 positions to the PIT and Bank and Corporation

Tax programs; and

¢ elimination of 11.3 authorized personnel-years.

The net reduction is based on estimates of a continued decline in the
number of SCPTA claims. The department projects total budget year
claims of 570,000, a reduction of 55,000, or 8.8 percent.

Control Over Further Redirection of SCPTA Funding

We recommend that the Legislature adopt budget language restricting
the redirection of funds budgeted for the Senior Citizens’ Property Tax
Assistance.

The department has redirected a total of 100.6 personnel-years and
approximately $1.9 million from the SCPTA program to other programs
in 1979-80 and 1980-81. Most of this redirection has occurred without prior
review and approval by the Legislature.

There continues to be much uncertainty regarding participation in the
SCPTA program. It is possible that actual participation will be less than the
department’s estimate. In order to preclude another redirection outside
of the budget process of FTB resources from the SCPTA program to other
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programs, we recommend that the following language be added to Item
122 of the 1980 Budget Bill:
Provided further, that the funds appropriated in categories (a) and
(b) of this schedule for the Senior Citizens’ Property Tax Assistance
program shall not be ‘expended for any other purpose.

Reduction in Operating Expenses

We recommend that Item 122 be reduced by $6,430, to account for a
decrease in operating expenses and equipment (OE&FE) accompanying
the proposed 11.3 personnel-year reduction.

The reduction of 11.3 personnel-years in the SCPTA program for 1980-
81, discussed above, was not accompanied by a corresponding decrease in
support funding. Our analysis of the department’s budget for operating
expenses and equipment indicates that $6,430 can be reduced as a result
of the position reduction.

IV. CONTRACT WORK

The department provides data processing services to other state and
federal agencies as a means of maximizing the use of its data processing
facilities. All costs are recovered through reimbursements or fees, and
departmental overhead borne by the General Fund is reduced according-
ly.

The budget shows an increase of 61.7 personnel-years and $881,591 in
contract work for the budget year, reflecting the addition of two contracts
with the Department of Health Services. FTB proposes to save 15.3 work-
years'now supported by the General Fund by converting temporary help
to permanent status employees. This savings is possible because perma-
nent full-time workers are more productive than part-time temporary
workers, and require less in the way of ongoing training.

V. POLITICAL REFORM AUDIT PROGRAM

Under the Political Reform Act of 1974, the Franchise Tax Board is
responsible for conducting audits of lobbylsts candidates, campaign com-
mittees and elected officials meeting criteria specified in the act.

As required by law, all amounts appropriated for administration of the
Political Reform Act are budgeted in one separate Budget Bill item and
distributed to the appropriate departments. For our analysis of the Fran-
chise Tax Board’s activities under this program, see Item 411.

VI. LEGISLATIVE MANDATES

The budget includes $25,000 for reimbursement of local mandated cost
resulting from Chapter 238, Statutes of 1974, as amended by Chapter 1286,
Statutes of 1978. These acts require local governments to provide to the
Franchise Tax Board the names of owners of substandard housing. Under
specified conditions, the FTB is required to disallow the deduction of
certain expenses of such owners.

Prior to the passage of Chapter 1286, the revenue gain from disallowing
these expenses accrued to the state. Chapter 1286 provides that the reve-
nue gain derived from the disallowance of deductions is to be allocated to
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the cities and counties where the housing is located. These funds, which
were subvened to localities for the first time in the current year, are
budgeted under Tax Relief, Item 484.

Because most of the local governments receiving reimbursements un-
der the FTB’s legislative mandate item are also receiving tax relief pay-
ments, we believe that the former should be offset against the latter. This
recommendation is discussed in detail in our analysis of Item 484.

Vil. ADMINISTRATION

The administration program provides executive direction, fiscal and
personal services, statistical research, program planning and review, sup-
ply services, and maintenance. Table 7 summarizes personnel-years and
costs under this program, which are distributed to the operating pro-

© grams.

Table 7
Administration Program
1978-79 through 1980-81

Actual Estimated Proposed

1978-79 1979-80 1980-81
Expenditures $3,252,910 $3,629,000 $3,721,000
Personnel-Years 165.8 169.5 166.8

In prior budgets, the department has shown substantially higher ex-
penditure and personnel-year totals for administration. For example, the
1979-80 Governor’s Budget shows a personnel-year figure of 235 for 1978—
79, as compared with the 165.8 shown in Table 7. The difference is due to
the change in the way the department allocates administrative hours.
Prior to the 1980-81 budget, FTB counted as administration time those
direct hours spent in the Program Services Division, even though many
of those hours could be attributed to a distinct program operation (for
example, mailings or investigations). From now on, the department will
delete this time from its administration total, leaving basically those ad-
ministrative hours which must be prorated to all of its programs.

Reduction of Limited-Term Positions

We recommend deletion of $141,700 to reflect the elimination of 9.7
positions due to expire on June 30, 1950. '

In the 1978 Budget Act, the Legislature provided funding for an addi-
tional 11.4 personnel-years in administration, but limited the positions to
two years. Of the total, 1.7 positions were subsequently eliminated by
Section 27.2 of the 1978 Budget Act. The 1980-81 Governor’s Budget fails
to reflect the fact that the remaining 9.7 positions will expire on June 30,
1980. We have received no request to extend or establish permanently
these positions; consequently, we recommend a reduction of $141,700 and
the deletion of 9.7 positions from this item.
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State and Consumer Services Agency
DEPARTMENT OF GENERAL SERVICES

Items 124, 126, and 137 from the
General Fund, and Items 128,

130-136 from various funds Budget p. SCS 97

Requested 1980-81 ........cccooevirirmrncnirernrsreisieennsessiississssisesssesossans $206,755,126
Estimated 1979-80............ 189,095,163
ActUal 1978-T9 ..o s s s patesaneas 155,471,963
Requested increase (excluding amount for salary
increases) $17,659,963 (+9.3 percent)

Total recommended reduction

$2,500,370

1980-81 FUNDING BY ITEM AND SOURCE

Item

124

126

128

130

131

132

133

134

135

136

137

Description

Department of General Services. For di-
rect support of department operations.
Communications Division. For support
of Emergency Telephone Number pro-
gram, as authorized by Chapter 443, Stat-
utes of 1976.

Department of General Services. For
support of energy assessment programs.
Department of General Services. Pro-
vides authority whereby funds appro-
priated from the General Fund or other
funds for purchase of automobiles or re-
production equipment may be used to
augment the Service Revolving Fund
which finances General Services car pool
and reproduction services.

Department of General Services. For
support-in form of revenues from agen-
cies receiving products or services other
than printing.

Office of State Printing. For support in
form of revenues from agencies receiv-
ing printing services.

Office of Local Assistance. For support of
State School Building Aid Program.
Insurance Office. For support of de-
ferred compensation insurance plan ad-
ministered by the office for state
employees as authorized by Chapter
1370, Statutes of 1972.

Department of General Services. For
support of Office of Local Assistance, as
authorized by Chapter 282, Statutes of
1979.

Department of General Services. For
support of Office of Local Assistance.
(Loan repayment)

Communications Division. For reim-
bursing local agencies in implementing
Emergency Telephone Number pro-
gram as authorized by Chapter 443, Stat-
utes of 1976.

9-80045

Fund
General

General
Energy and Resources

General

Service Revolving, other ac-
tivities

Service Revolving, printing

State School Building Aid

Deferred Compensation

State School Deferred Main-
tenance

State School Deferred Main-
tenance

General

Amount
$5,312,499

197,188

780,000

N/A

- 145,801,417

32,716,397

753,140

186,022

270,000

(60,000)

4814818
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Office of Minority Business Enterprise.
For support of operations.
Department of General Services. For
maintaining, protecting, and administer-
ing state parking facilities.
Department of General Services. For

‘maintaining and inproving properties
(1) acquired under the Property Acqui-

sition Law or-(2) declared surplus prior
to disposition by state.

Department of General Services. For
payment: of claims resulting from the
Motor Vehicle self-insurance fund.

Subtotal of department’s items included in this
analysis :

Department’s items analyzed elsewhere

125°

127

129

Office of State Architect. For acquiring
art for state buildings as required by

Chapter 513, Statutes of 1976 (Item

analyzed on page 201).
Office of State Architect. For direct sup-

port of specified plan checking services

(Item analyzed on page 204).
Office of State Architect. For support of

- operations (Item analyzed on page 202).

Office of State Architect. For verifying

- that plans of structures purchased with

state funds are accessible for use by
physically handicapped.
Total expenditures budgeted

Federal

General (continuing -appro-
priation)

General (continuing ‘appro- -
priation) :

General (continuing appro-
priation)

General

Architecture Public Building

Architecture Revolving

General (continuing appro-
priation)

Items 124, 126, 128 and 130-137

100,000

1,605,535

1,225,000

2,366,332

$195,408,528

300,000

1,704,935

8,480,528

141,315

$206,755,126

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS

L.

Analysis
page

Building Maintenance. Reduce Item 131 by $214,075.
Recommend reduction to adjust for delayed occupancy of
new state building.

. State Contracting Practices. Recommend legislative ac-

tion to authorize greater use of independent contractors.

. Space Management. Reduce Item 131 by $70,000. Rec-

ommend deletion of proposed staff increases.

. State Parking. Recommend amount budgeted for parking

facilities be appropriated in the Budget Bill. Add new item
appropriating $1,605,535 from the Parking Facilities Ac-
count. Recommend control language requiring that parking
rates be raised to correspond with competitive parking
facilities. :

. Vehicle Procurement Policy. " Recommend termination of

“Buy American” policy in state vehicle procurement.

. State Police. Reduce Item 131 by $148,455. Recommend

the addition of 15 dispatcher clerk positions and deletion of
15 police officers to achieve greater efficiencies in state po-
lice operation.

. State Police. Reduce Item 131 by $1,488374 Recom-

mend termination of “pro rata” State Police services for

187

187
188

189

191
192

193
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state agenciés occupying leased office space.

8. Energy Assessment Program. Reduce Item 128 by 196
$579,466. Recommend deletion of four positions and con- -
tract funds to provide duplicative energy audits in state
buildings." .

GENERAL PROGRAM STATEMENT

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

The department provides these services through two main programs
property management : services (discussed on page 185) and state support
services (discussed on page 189).

ANALYSIS AND RECOMMENDATIONS

The budget proposes an expenditure of $206,755,126 from various funds
for support of activities administered by the Department of General Serv-
ices. This is $17,659,963, or 9.3 percent more than estimated current year
expenditures. This amount will increase by the amount of any salary or .
staff benefits inicrease approved for the budget year. :

Table 1 presents a summary of total department expenditures, by source
of funds, for the three-year period ending with fiscal year 1980-81. The
department is funded by direct support appropriations, revolving fund

Table 1
Department of General Services
Total Expenditures by Source of Funds
1978-79 through 1980-81

Percent
Actual - - Estimated Proposed of
Source of Funds 1978-79 1979-80 1980-1981 -~ Total
Direct Support: ’
General Fund $9,447,695 $10,617,907 $15,902,687
State School Building ..........cceerrecreenerirrsiens 600,511 834,418 753,140
Architecture Public Building Fund 1,856,795 1,605,135 1,704,935
Deferred Compensation Plan Fund 120,368 178,134 186,022
State School Deferred Maintenance Fund — - 330,000
Energy and Resources Fund ...............oee... — — 780,000
Federal Funds 98,992 100,000 100000
Subtotals, direct SUPPOTL ....coerccrreerennnvivenen $12,124,361 $13,335,594 $19,756,784 9.6%
Revolving Funds and Reimbursements:
Service Revolving Fund, miscellaneous ...  $108973,151  $136,578,176  $145,801,417
Service Revolving Fund, printing................ 217,862,903 30,944,019 32,716,397
Architecture Revolving Fund .......ccoonucivuunee 6,208,839 8143989 - 8480528
Reimbursements . 302,709 - 93,385 . -
Subtotals, Revolving Funds and Reim-
bursements $143,347602  $175759,569  $186998342  904%

Total Expenditures $155471,963  $189,095,163  $206,755,126  100.0%
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appropriations, and reimbursements, Direct support refers to monies ap-
propriated specifically to support General Services’ operations. Revolving
fund appropriations and reimbursements permit the department to ex-
pend specified amounts from revenues it earns by providing services and

products to customer agencies. Table 1 shows that 90.4 percent of the

department’s costs is supported from revenues earned, while 9.6 percent
of these costs is funded by direct support.

‘Table 2 identifies the allocation of staff among department functions

over the three- -year period ending June 30, 1981. As the table indicates, -

3,999.6 personnel-years are proposed for the budget year—a net increase
of 64 personnel -yéars, or 1.6 percent. The most significant staff changes
~are: (1) an:increase of 56.3 personnel-years for maintenance services in
new state buildings, (2) an increase of 21 personnel-years in data process-
ing workload, (3) a decrease of 15 personnel-years at the printing plant,
and (4) an increase of 14 personnel-years for an apprenticeship program
in the building and grounds d1v131on

Table 2
Department of General Services
Staff by Programs
1918—79 to 1980-81

Filled ~ Authorized Requested -~ Percent -

) BN : ' positions - positions - : positions of
Operating Unit » ) 1978-79 1979-80 - 1980-81 Total
1. Property management SETVICES .........uuinisornes 15637 . 15995 16458 ~ 41.1%
A. Architectural consulting and construction.. = 2834 3008 . - 3008
B. Buildings and: grounds..............cccoczirevivmsiivsivice 1,119.7 1,1314 11717
C. Long-range facilities planning ...........occeosiciis 102 11 1
D. Real estate services \ 1.1 808 - 80.8
E. Space management i 122 75.5 75.5 )
I Statewide support services 21305 - 22235 22318 56.0%
A. Administrative hearings .........o.cevcrivivsonnannes 70.3 44 679
B. Communications 2183 291.3 291.3
C. Fleet administration .........sivceeonmserssioins 146.1 1469 156.3
D. Insurance services . 174 26° 2 - .
E. Legal services 179 193 193
F. Local assistance..... 233 35.3 34.7
G. Management services office ,.........ccveniseoncs 256.4 275.2 275.2
H. Office services 2229 2504 260.4
I. Procurement 187.1 1955 1975
J. Records management .............coceiveoseccsrossonee 373 306 30.6
K. Security and protection w.......omercmmreccssinss 2755 296 296
L. State printing, 5759 564 564
M. Small business, procurements and contracts 117 12.7 127
N. California office of minority business enter-
prise 10.4 . 59 59
III. Administration 105.2 112 116 _29%
Totals 3,7989 3,935 3,999.6 100.0%
Percent change v 6.1% 3.6% 16%

Table 3 presents total expenditures by program element during the
three-year period ending June 30, 1981.
Table 4 lists the changes to the proposed 1980-81 budget including
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changes due to workload, increased costs, and hew programs. It shows that
of the changes totaling $17,659,963, 36 percent are for workload, 51 percent
are for increased costs and 13 percent are for new programs.

Table 3 :
Department of General Services
Total Expenditures by Program

1978-79 to 1980-81

Actual - Estimated ‘ Proposed

Program S . 1978-79 1979-80 - 1980-81
1. Property management services : : ]
a. Architectural consulting and construc- ' : ,
tion $9,710,944 $13,152,584 T $13,474,053
‘b: Buildings and ‘grounds ......c.ciceeverrerreerens 24,363,993 29,462,129 32,686,217
c. Facilities planning and development .. 376,290 436,176 457.879.
- d.” Real estate services.. " 3,030,959 3,033,742 - 3,124,468
€. Space management............... 2,188,133 2,724,810 2,909,794
f. Building Standards Commission.. 41,149 69,195 O —
g. Building rental account............ . 21,080,864 24,273,010 24,745,417
h. Property Acquisition Act..........ccernuic 1,172,576 1,150,000 .- 1,225,000
4. Physically handicapped plan checking 130,825 132,285 - 141,315
j. State Historical Advisory Board ............ 41,373 - —_
. Total, property management services. - $62,137,106 $74,443.931 $78,764,143
II. Statewide support services L T
" a, Administrative hearings............ccciienes $2,475,321 $3,053,313 - -$2,959,283
b. Communications ........... . . 22988386 - 28,496,908 30,642,697
- ¢; Fleet administration . 9,212,208 14,002,195 15,299,804
+d. Insurance Services:.......owoierniivisienns 749,474 1,004,498 1,075,295 .
e, Legal services 666,783 772,621 792,953
-‘f, Local assistance 640,236 942,418 1,059,215
-g. Management services office .........ccooic... 6,736,427 7,818,712 8,295,577
h, Office services 9,625,080 - 9,183,553 - 9,647,263
-&i."Procurement 20,541,094 24,429,805 25,874,190
j. Records management ..........coeceeennnsieeone 1,483,263 1,841,843 1,895,865
k. Security and protection ............coiuee.: 7,258,971 8,272,840 8,498,877
1. State printing 27,862,903 30,944,019 32,716,397
m. Small business procurements and con- :
tracts 342,467 424,079 444,040
n. California office of minority business
enterprise 280,517 177,476 184,399
o. Motor vehicle parking facility 693,614 1,039,818 1,605,535
p- Motor vehicle insurance ..........ccccoosneeer 851,373 1,602,701 2,366,332
Total, statewide support services ...  $122,408,117 $133,999,799 $143,357,722
III. Administration 3,229,711 3,811,355 4,074,707
IV. Emergency telephone........covrececsnicens 964,875 1,040,260 4,814,818
Sub-Totals $178,732,809 $213,285,345 $231,011,390
Distribution of intra-fund transfers ...... $23,260,846 —$24,190,182 —$24,256,264
Total net expenditures ..........ocereeriveens $155,471,963 $189,095,163 $206,755,126
Percent increase over previous year 216% 9.3%

I. Property Management Services
The property management services program consists of nine elements
which relate to state ownership, use and regulation of real property. The
elements and their related expenditures are listed in Table 3. Although
architectural consulting and construction services are included within the
Department of General Services budget, we discuss these items (125, 127,
129) separately, beginning on page 198.
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" Table 4
. Department of General Services
Proposed 1980~-81 General Fund Budget Changes
Genersl  Special - Federal
CFund - funds funds Other Total

1979-80 Current Year Revised ..o $10,597.907  $1,605,135 - - $100,000 - $176,678,736 = $189,001,778
1.- Workload Changes

‘4. Administrative hearings ... - - - 117,205 117,225
b: Vehicle self-insurance program - - = 49,674 49,674
¢. Space management ... - - 101,836 101,836
d. Electronic hearing reporters - - - 73,941 T 13,941
¢. Data processing - - - 440,752 440,752
f. Building maintenance, special repairs.. . - - - 1,214,000 1,214,000
g. Microwavé equipment - - - 694,795 694,795
h.- State printing ... - - - -316920 . -3169%0
i, Intermittent clerical pool .. < - 115,000 115,000
j. Office of Local Assistance: - - - 55,561 - 55,561
k. Material management system.... - - - —2T446 - ~21,446
1. Safety and rehabilitation program ...... - - - 1T 171,284
. 911 Emergency Telephone ... 3,701,740 - - - 3,701,740
_(Subtotal, Workload Changes) ........ . (3,701,740) - - (2,689,702) (6,391,442)
2. Cost Changes - ,
a. Merit salary adjustment 87,8%. 71016 - oITIME 2330193
b. Staff benefits . 9,027 2978 - 203,827 215832
¢.. Operating expense and equipment..... 1,484,760 25806 = 4,874,461 6,385,027
. {Subtotal cost changes) .......ummuir (1,581,629) (99,800) (7,249,630) (8.931,052)
3. Program Changes .
a. Energy efficient procurement ............. 200,534 - - - 200,534
b. Energy efficient building assessment.. -~ 579,466 - ~ - 579,466
¢. Portable classrooms (AB 8) . - - - 185,000 185,000
d. School deferred maintenance ( . - - - 330,000 330,000
- -e. Maintenance of new buildings ............ ’ - - - 1,206,406 1,206,406
f. Transfer of workload to OAL ......ccccu... - - - ~T72,000 ~72,000
g Building standards commission trans- .
fer —T71,400 - - - —T71,000
{Subtotal, program changes) ........... (708,600) - = (1,649406) - ($2,358,406)
1980-81 Proposed Expenditures ............ $16682,687  $1,704936  "$100,000 - $188.267504  $206,755,126

Buildings and Grounds

The Buildings and Grounds Division provides custodial, maintenance
and groundskeeping services for state buildings. The state has adopted
workload standards established by the federal government which are de-
signed to provide a moderate level of quality for building maintenance
services.

The budget proposes several additions to the buildings and grounds
program. First, the budget proposes $1.2 million to perform building re-
pairs made necessary by previously deferred maintenance. Normally the
baseline repair budget is adquate to perform ongoing maintenance.
However, several large projects, such as the roof of the State Capitol East
Wing and the roof of the EDD building in Sacramento, have been de-
ferred. As a result, their cost of repair is more than the normal repair
budget can cover.
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Second, the budget proposes 56.3 new positions to provide services to
a number of new buildings expected to be occupied in the budget year.
The new buildings include an annex to a Los Angeles Highway Patrol
office, two Department of Motor Vehicles facilities, a Department of Jus-
tice Computer Center, the renovated State Compensation Insurance
Fund building in San Francisco, a Caltrans office, and the Site 1A office
building in downtown Sacramento.

Adjust Maintenance Costs for Delayed Occupancy

We recommend deletion of $214,075 in Item- 131 to adjust for -the
" delayed occupancy of Site 1A. ’
The budget includes sufficient resources to staff the maintenance duties
“at the new Site 1A building from the period of July 1, 1980, to June 30, 1981.
The building, however, will not be ready for occupancy until January 1,
1981. Therefore, we recommend a reduction of $214,075 in funds budgeted
for the period July 1, 1980-December 31, 1980.

Providing Governmental Services through Independent Contractors

We recommend that the Legislature take appropriate action to author-
ize the procurement of government services using independent contrac-
tors whenever it can be shown that the costs would be less than using state
emp]o yees without a corresponding reduction in the quality of these serv-
ices.

Both federal and local government entities have used private sector
contractors to perform certain building service tasks for many years. The
State ‘of California, however, has not utilized private contracting to any
great extent because the State Constitution has been interpreted by the
courts to prohibit contracts for services which could be performed by state
employees.

The State Administrative Manual (SAM) includes guidelines regarding
the use of private sector contractors. These guidelines, which were devel-
oped by the State Personnel Board, state that procurement of independ-
ent contractors may be permissible if the work is characterized as:

1. Urgent, temporary or occasional

2. Too technical or specialized to be performed by civil servants

3. Intermittent or irregular

4. Impossible for a civil servant to perform because of the confidential-
ity of the activity

Despite the court rulings and the restrictions on contracting set forth
in the SAM, some state agencies contract for services that could be pro-
vided by state employees. A recent report entitled “Personnel Manage-
ment in State Service,” prepared by the Commission on California State
Government Organization and Economy (the Little Hoover Commis-
sion), pointed out that existing contract law allows Caltrans and the De-
partment of Water Resources to approve contracts totaling over $400
million a year and General Services to approve contracts totaling almost
$800 million a year.

At the present time, there is much confusion and uncertainty regarding
the legality and merits of private contractural agreements. As the Little
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Hoover Commission report indicates, the state needs to “remove re-
straints and red tape on contracting already taking place and to provide
the state with a basis to determine whether and in what areas of work,
contracting for state-required services can produce the economies and
efficiences claimed for it.”

The issue of private contracting frequently involves balancing the inter-
ests of state employees with those of state government itself, which is .
expected to carry out its activities in an efficient manner. Qur analysis of
this issue suggests that it would be appropriate to allow outside contracting
where it can be shown that a service can be performed on an ongoing basis
by independent contractors at a lower total cost to the taxpayers (includ-
ing fringe benefits and overhead) than it can by using state employees and
without any loss of quality.

Such an exception to existing contracting restrictions would not appear
to be inconsistent with fair treatment of employees. Accordingly, we rec-
ommend that the Legislature:

1. Approve the submission of a constitutional amendment to the voters
that would authorize the procurement of government services using inde-
pendent eontractors whenever it can be shown that the costs would be less
than using state employees, without any loss of quality.

2. Enact legislation that designates services for which contracting may
be appropriate.

3. Request the Department of Finance to develop guidelines for mak-
ing cost comparisons between state and private services.

4. Request that State Administrative Manual guidelines be adopted to
establish procedures for the review, evaluation and accountability of inde-
pendent contractors.

5. Enact legislation setting forth-appropriate competitive b1dd1ng
procedures to prevent abuse of contract awards.

Space Management Division

Absorb Workload Increases through Better Staff Utilization

We recommend that two positions proposed for increased workload in
the Space Management Division be deleted, for a savings of $70,000 in
Item 131.

The budget proposes funding for two new positions to meet increased
workload in space planning and leasing. _

The department calculates its workload requirements by identifying
future construction and leasing activities, such as space planning and lease
preparation and negotiations. It then estimates the personnel-hours it will
need to carry out these activities. Calculated into this projected workload
figure is an estimate of “canceled hours”—hours worked on a project that
is canceled by the client agency for one reason or another. The depart-
ment reports that the primary reason why agencies cancel a proposed
space request is that they lack the funds needed to go forward with the
project. The canceled hours total over 11,000 hours, or approximately 20
percent of chargeable hours. This translates into over 7 personnel-years
annually.

Our analysis indicates that the 20 percent cancellation rate can be re-
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duced by better screening and better coordination of division workload.
This would enable the division to handle anticipated workload without an
increase in staff.

Accordingly we recommend that all state agencies making space re-
quests be required to submit a certification from the Department of Fi-
nance that adequate funds to complete the project are available. Even if
this only reduced the cancellation rate from 20 percent to 15 percent, it
would still free up two positions for other duties. On this basis, we recom-
mend the deletion of two positions in Space Management Division for a
savings of $70,000.

Ii. Statewide Support Services

The statewide support services program consists of 15 program ele-
ments. Table 3 lists the elements and their related expenditures over the
three-year period ending June 30, 1981.

Office of Local Assistance

The Office of Local Assistance (OLA) administers the State School
Building Aid Law which makes financial assistance available to school
districts for acquisition and development of school sites, construction or
reconstruction of school buildings, and purchase of school furniture and
equipment. The OLA is proposing 3 new positions in the current year and
16 new positions in the budget year to handle the additional workload
resulting from the passage of AB 8 (Chapter 282, Statutes of 1979). AB 8
establishes a Portable Classroom program and a State School Deferred
Maintenance program. In addition the department is proposing to contin-
ue 2 of 5.8 positions established last year on a limited term basis to meet
workload increases in the State School Building Aid program. We recom-
mend approval.

Motor Vehicle Parking Facilities

Government Code Section 14678 authorizes the Department of General
Services to provide for the acquisition, construction, and operation of
motor vehicle parking facilities for state officers and employees. The de-
partment operates lots and garages containing -over 5,000 parking spaces
throughout the state.

Charge Market Rates for State Parking Spaces

We recommend that the Legislature (a) appropriate $1,605,535 from
the Motor Vehicle Parking Facilities Account to a new Item 131.1 for the
cost of state parking facilities, and (b) add control language requiring that
parking rates charged state employees be increased to correspond with
comparable rates of competing parking facilities.

The Director of the Department of General Services has the authority
to establish the charges to state employees for use of parking spaces in
state lots and garages. The charges which are deposited in the Motor
Vehicle Parking Facilities Fund, cover the costs of operating the state lots
and garages and developing and constructing new lots and garages.

New Budget Item. The funds in the Parking Fund are continuously
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appropriated to the department for operational costs without legislative
review. Expenditures from this fund should be subject to the same legisla-
tive oversight that is applied to other state special funds. For this reason,
we recommend that the Legislature create a new item in the budget bill
through which $1.6 million would be appropriated from the Parking Fund.
This would not increase state spending because the Governor’s Budget
shows $1.6 million is being continuously appropriated for 1980-81. Ap-
proval of this recommendation, however, would increase legislative con-
trol and oversight of the parking fund. .

Parking Rates. Government Code Section 14678 states, “In determin-
ing rates of parking fees the department shall consider the rates charged
in the same locality by other public agencies and by private employers for
employee parking.” In practice, however the director bases parking
charges on the projected operational costs of the state lots and garages.
These costs include security services, maintenance, groundskeeping, shut-
tle buses and related administrative costs. Parking charges also are set to
cover the cost of developing and constructing additional lots. The policy
of the department has been to set rates that will remain constant for a
three-to-four-year period.

An analysis of state parking charges indicates that there is a significant
gap between state parking rates and comparable private rates. In down-
town Sacramento, for instance, covered state parking costs $18.50 per
month, whereas nearby covered parking lots operated by the city cost $43
per month. In downtown Los Angeles covered state parking costs $16 per
month, whereas nearby covered private parking lots cost $40-50 per
month.

The rates charged by General Services are low relative to private rates
because the department (1) does not have to pay property taxes, (2) does
not have to pay debt service, (3) makes no allowance for profits, and (4)
pays no income tax.

If state parking rates were set at a level comparable to rates charged by
nearby parking lot operators, as Section 14678 implies they should be, it
would have these advantages:

1. Market rates would discourage the wasteful use of gaso]me. By
charging less than market rates, the state is, in effect, encouraging state
employees to drive to work by subsidizing the costs of doing so. This runs
directly counter to other state programs that are designed to reduce the
number of cars being used to commute. A pricing strategy based on mar-
ket costs could support the state’s efforts to promote energy conservation.

‘2. Market rates would reduce the need to build more state parking
spaces. Because current parking rates provide a significant subsidy to
state (but not non-state) workers, existing parking spaces are oversub-
scribed, creating demands on the state to build additional lots and garages.
If rates in state lots were comparable to rates charged by the city and other
employers, there would be less demand for space, thereby reducing the
need for additional state parking spaces.

On the other hand, raising the rates to a level comparable with rates
charged by private parking operators would have the following draw-
backs:
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1. It would increase the financial burden on those emp]oyees who con-
tinue to park in lots.

- 2. It would increase street parking in adjacent reszdenbal or business
areas. :

We believe the advantages of raising parking rates to market levels
outweighs the disadvantages. Consequently we recommend that control
language be included requiring that parking rates charged to state em-
ployees be raised to market levels.

If our recommendation is approved, the Motor Vehlcle Facilities Fund
will realize additional revenues of approximately $1.5 million. Because the
amount is in addition to the $1.6 million currently collected and appro-
priated for operating costs, these funds would be transferred to the Gen—
eral Fund as required by Government Code Sectlon 14768

Procurement Division

We recommend that the Director.of Genem] Services be directed to (1)
terminate the exclusion of foreign manufactured vehicles from the state
vehicle procurement program and (2) use a life cycle cost approac]: inall
. vehicle bidding procedures.

The Procurement Division annually purchases approximately 3, 300
vehicles valued at approximately $20 million. These vehicles are d1str1but-
ed to various state departments. The Procurement Division uses a sophisti-

- cated bidding process for each type of vehicle to be purchased: passenger,
truck, vans, etc. On the basis of numerous studies and analyses, the Divi-
sion has developed specxﬁcatlons which attempt to insure that vehicles:
with the lowest purchase price, lowest mamtenance costs, and greatest
reliability will be purchased.

The division’s efforts to purchase the least expensive and most economi-
cal vehicles are not always successful because the division also has adopted
a policy of buying only those vehicles manufactured or assembled. in the
United States:. Our analysis indicates that this policy prevents the state
from obtaining more fuel-efficient vehicles that could reduce both state
costs and oil imports. This is especially true with respect to foreign-made
trucks Wthh appear to offer opportunities for achieving significant sav-.
ings. .

Of the 31 000 vehicles in the state’sinventory, approximately 30 percent,
or 10,000, are trucks. Approximately half of these are classified as light
trucks. Generally these are American-made half-ton and three-quarter ton
trucks with gas mileage ratings in the 11- to 15-miles-per-gallon range.
Because foreign manufacturers dominate the light utility size truck seg-
ment of the market, the state’s procurement policy does not allow it to
capitalize on the higher fuel economy of small foreign-made trucks.
The cost and energy efficiency advantages of foreign-made trucks are.
illustrated in the following comparison. The Department of Forestry is
proposing to purchase 16 light trucks in the budget year. The trucks, which
must be purchased through the Procurement Division, are half-ton Ameri-
can-made trucks with a V-6 or V-8 engine and with an average gas rating
of about 15 miles per gallon. Each truck costs approximately $5,800. The
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state’s procurement policy does not allow foreign-built pickups to be pur-
chased. These pickups have four-cylinder engines that average from 20 to
26 miles per gallon, and cost approximately. $4,500. Assuming 15,000 miles
per year, similar maintenance repair costs, a life expectancy of 7 years, and
constant gasoline prices, the foreign-made trucks would cost $500 to $900
less per year to operate than the American made truck. This represents
a savings of $52,000 to $92,000 over the life of all 16 trucks, combined, even
at today’s gasoline prices. The savings would be higher at higher gasohne
price levels. Consequently, the purchase of American pickup trucks can-
not be justified on the basis of life cycle total cost. In order to achieve the
savings offered by foreign-made vehicles, we recommend that the Legisla-
ture direct the department to discontinue excluding foreign-made vehi-
cles from the state vehicle procurement program.

State Police

The California State Police Division provides a wide range of general
law enforcement services, including criminal investigations, crowd con-
trol, air, motor, bicycle and foot patrol, electronic countermeasure detec- -
tion, and explosive ordnance disposal. The division provides security
services to safeguard state facilities and grounds, including security sur-.
veys, facility inspections, and nighttime security checks. The division also
provides protective services for constitutional officers and leglslatlve
members. .

Achieving Greater Efficiencies in the State Police Operation

We recommend that 15 dispatcher-clerk positions be added and 15
police officer positions be deleted for a net reduction of $148,455 in Item
131.

The California State Police Division is authorized 296 positions, includ-
ing 278 uniformed personnel and 18 nonuniformed personnel. The depart-
ment has provided information indicating that in fiscal year 1978-79, over
15 police officer personnel-years were used to provide radio dispatch
support in the Sacramento, Los Angeles, and San Francisco offices.

We have analyzed the job descriptions of police officers and clerk-
dispatchers and have concluded that dispatch support services are more

- properly performed by a clerk-dispatcher classification. With adequate
training and ongoing police officer supervision,.the clerk-dispatchers can
develop the necessary expertise and specialization to maintain the current
high levels of service provided by police officers. Moreover, substituting
a clerk-dispatcher for a police officer would result in considerable savings
because of the higher salaries, higher training costs, and higher employee
benefits associated with using police officers, as shown in Table 5.

Consequently, the California State Police Division could increase the
efficiency of its internal operation by providing radio dispatch services
using dispatcher-clerks rather than police officers. Radio dispatch services
would be provided at current levels, but at a significant decrease in cost-
per-position resulting in an estinated annual savings in salary and benefit
costs of $148,455.

We therefore recomimend that Item 131 be reduced by $148, 455.
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Table §

] Comparison of Various Costs
For State Police Officer and Clerk-Dispatcher

Police Officer Clerk-Dispatcher
Annual salary . $19,140° $11,785
Annual benefits 5933 (31%) 3417 (29%)

Training first year (est.) - : 275
- Uniform allowance and special equipment ........c... 200 —_
Other expense 30 200
Total cost per. position $25.573 $15,676

Net cost difference per position ..........cusecsirenns $9,897

Total savings (15 positions) . $148.455

s Middle range
Terminate Duplicative Law Enforcement Activities

We recommend the reduction of $1,458,374 from Item 131 to terminate
the provision of routine state law enforcement services to agencies in
leased office space.

State Police Funding. The State Police offers two basic types of serv-
ices: general law enforcement services and security services. The provi- -
sion of these services is funded from three different sources: “General
Fund”, “pro rata”, and “contracts”. Table 6 shows the positions and ex-
penditures supported by each of these categories.

The positions supported from the General Fund are devoted to the
protection of the State Capitol area and the protection of constitutional
officers. These positions are funded directly from the General Fund be-
cause the benefits of the service cannot be attributed to any one agency.

. The positions supported by pro rata charges provide routine police
protective or law enforcement services for state facilities located in major
metropolitan areas.

The pro rata service is described in the 1980-81 Price Book as

“The minimum level of basic police and security protection. This

service is provided to a single building or a group of buildings or other

state property on an as-needed or called-for basis. The service does
not provide for the continued presence of either an officer or a guard.

It does provide for the routine patrol and protection of occupants of

state property and for the property itself.”

All state agencies within the protected area are charged a fee to cover
these costs. The charge to individual agencies in 1980-81 will be 25.2¢ per
square foot of building space and 6.3¢ per square foot of parking space. A
significant portion of these police services are billed to agencies in private-
ly owned leased space office buildings. Table 7 identifies the amount of
state owned and leased space by square footage in Sacramento, Los Ange-
~les and San Francisco. Statewide, over 90 percent of the space billed for
police services is in these metropolitan areas. For these three areas com-
bined, 49 percent of all state office space is leased.

The positions and resources funded from the contract services category
are used to provide security services at a higher level than that supported




Table 6

California State Police
Source of Funds and Distribution of Personnel

1980-81
General Fund Pro Rata Contracts Total _
Personnel- Personnel- Personnel- Personnel-

Years  Ewpenditures  Years  Expenditures  Years  Fxpenditures  Years Percent - Expenditures  Percent
Police officer.....ccwwvrcemrrrrrermnsinns 70.3 $2,282,150 ©19.7 $2.995,073 - 80 $2,460,800 229 T1.0% $7,047,113 83.0%

Security officers ... B — 9.5 239,189 155 416,469 25 84 654,608 77

Security guards........coovcivernrnieens —_ — 16,0 287,852 50 96,494 21 71 384,346 4.5

Support , 47 %84 18 155685 715 160301 21 71 412,810 48
Totals 75 $3,143,154 1130 $2976,749 108.0 $2,378,974 296 100.0% $8,498,877 100.0%

Percent .....cocircssiveeinennnennns 25% 38% 38% 36% 31% ) 29%
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by pro rata charges. Typically, when an agency identifies a persistent
security problem, the state police will perform a security survey. Then the
two agencies will enter into a contractual agreement to provide for addi-
tional services. The current hourly charges are $25.15 for a police officer,
$20.80 for a security officer, and $13.75 for a security guard.

Analysis.  As a tenant in leased space, the state is paying twice for law
enforcement services. First, a portion of the state’s rental payment goes
for property taxes which support local law enforcement agencies provid-
ing law enforcement services to these buildings. In addition, the rent
covers the cost of any security-type personnel the building owner may
employ. Secondly, the state is paying for law enforcement provided by the
State Police through the pro rata charge. As a result the current policy of
providing routine police services to state tenants in leased space results in
an expensive and unnecessary duplication of services.

Table 7

State Owned and Leased Space Billed for Police Services in
Sacramento, Los Angeles and San Francisco

1979-80 .
Sacramento Los Angeles San’ Francisco
Total Percent Total - Percent Total  Percent
Office space
(square footage) : :
Leased 2,931,261 466 1,684,029 583 504,562 396
State OWNed .........revervirreemnenns 3,354,688 534 1,203,167 417 768,933 60.4
Totals oveeveeesecrececercenrereeenineen 6,285,949 1000 2887196 1000 1273495 100:0

Parking space
(square footage) ‘ ‘
Leased 3,015,117 570 - 2,203,200 55.7 171,000 75.7
State owned .....coeeceeernecrsrinnes 2,270,700 430 1,754,700 423 308,400 64.3
Totals 5,285,817 100.0 3,957,900 100.0 479,400 100.0

We therefore recommend a reduction in Item 131 of $1,488,373 and a
deletion of 56 positions to reflect the termination of routine state law
enforcement services to agencies in state occupied leased space. This
amount is based on the estimated amount of billings to state agencies
occupying leased space. Because approximately 50 percent of state office
billings are made to occupants of leased space, we have recommended a
50 percent reduction in routine police services, or 56 positions. Table 8
shows the effect of our recommendation in reducing state police staff from
296 to 240 positions, an 18.9 percent reduction.

ill. ADMINISTRATION
The administration program contains executive management, fiscal,
and personnel functions which support the department’s line programs.
The department also provides accounting, budgeting, and personnel serv-
ices to a number of smaller state entities on a reimbursable basis.
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Table 8
Recommendation of Legislative Analyst’'s Office (LAO)
‘ Impact on Positions

State Police
Positions
Funding Source . 1980-81  Analyst’s Net
Purpose Budget  Proposal ~ Change
1. General Fund
protection of Capitol Park, constitutional officers ...........c.ccosrveeee 75 75 0
2. Contract
security services 108 108 0
3. Pro rata
routine law enforcement y 113 57 56
Total positions, State Police 296 240 —56

New Energy Assessment Projects

We recommend deletion of duplicative energy assessment projects for
a savings of $579,466 in Itern 125,

The department is requesting a total of $579,466 to implement a com-
prehensive program of energy conservation for state-owned buildings.
Successful implementation of this program will result in “uniform long-
range reduction of energy consumption and related energy costs.” Fund-
ing for this will come from the new Energy Resources Fund which does
not exist under current law. This request consists of two parts.

The first is a proposal to add four new positions and $150,000 to evaluate
the design of new state buildings, and propose and coordinate energy
savings projects. As part of this effort, the department intends to under-
take detailed energy audits and engineering assessments of approximately
35 Office of State Architect (OSA) projects. This proposal is intended to
“identify the most promising opportunities for energy efficiency improve-
ments.” Our analysis of the current responsibilities and duties of OSA
indicates that energy efficiency criteria are already included at every step
of design and development. We can find no justification for the depart-
ment to duplicate this responsibility.

The second proposal is for $429,466 for consultant contracts to perform
energy audit and engineering assessments of existing state buildings.
These assessments would entail: (1) surveys of existing mechanical equip-
ment in state buildings, (2) numerical analysis of heating and cooling
patterns, (3) recommendation of conservation measures, (4) cost esti-
mates on a life cycle cost basis, (5) preparation of four design schematics.
Our analysis indicates that these proposed work plans would duplicate an
already-completed study of state buildings performed by the Energy
Commission during the current year. The commission study compiled
information on existing energy uses, assessed the efficiency of that usage,
and recommended no-cost or low-cost conservation measures to realize
significant energy savings. Utilization and implementation of these rela-
tively simple conservation measures should be accomplished before an-
other series of review and survey type activities is funded.
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An analysis of the department’s proposal indicates that it would dupli-
cate (1) previously funded work and (2) the activities of existing state
agencies. The program would also be funded through a special fund that
will require legislative authorization before funds can be expended.

Therefore we recommend deletion of duplicative energy assessment
projects, for a savings of $579,466. Instead, the department should begin
implementing those cost-justified energy savings projects identified by
the Energy Commission study. We note that the 1980-81 Governor’s
Budget proposes $1 million for the funding of such projects.

IV. EMERGENCY TELEPHONE NUMBERS—LOCAL ASSISTANCE (item 137)

Under this program, General Services reimburses local public agencies
for their costs in implementing emergency telephone number systems.

Chapter 1005, Statutes of 1972 (AB 515), requires local public agencies
to establish within specified guidelines emergency telephone systems to
enable an individual to contact emergency services, including medical
service, police and fire protection, by dialing “911.” The act required that
the communications division of General Services promulgate statewide
standards for such systems.

Subsequently, Chapter 443, Statutes of 1976 (AB 416):

1. Established a tax on intrastate telephone calls beginning November
1977 to fund emergency telephone systems mandated by Chapter 1005.

2. Created a State Emergency Telephone Number Account in the Gen-
eral Fund to receive the tax proceeds.

3. Created within General Services an Advisory Committee on the
State Emergency Telephone Number.

4. Required that local governments be reimbursed for costs of installing
and operating emergency telephone systems.

5. Appropriated $1,222,000 from the General Fund for reimbursable
expenses incurred by local governments and General Services until the
tax proceeds become available.

Chapter 352, Statutes of 1978 (SB 1457) extended various time require-
ments for implementing the 911 emergency telephone number program.
Chapter 352 requires the Communications Division of DGS to assist local
government agencies in placing firm orders for their “911” systems with
local telephone companies by July 1, 1981. Currently, there are 52 local
agencies operating “911” systems with state funding. During fiscal year
1980-81, the division anticipates approving 75 local agency requests for
funding, and providing technical and planning assistance to approximate-
ly 116 communities. The department budget proposes a total of $5,012,006,
including $4,814,818 for reimbursement to local agencies and $197,188 for
state administrative costs. The reimbursement funds include installation
costs of $832,743, first-year annual costs of $1,813,584, and recurring costs
of existing systems of $2,168,491.
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Department of General Services
OFFICE OF STATE ARCHITECT

Item 125 from the General

Fund v Budget p. SCS 98
Requested 1980-81 .......c.ccimvvereriirerrnnnieinnns esseseeiiaiiss e ressastanis $300,000
Estimated 1979-80........ccccoccoeivuniini drierene rreessaene et s sen s 300,000
Actual 1978-T9 ... 0

Requested increase-—None ‘

Total recommended reduction ..........ccoeeiioviccnivns e $300,000
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Acquisition of Works of Art. Delete Item 125, a reduction 198
of $300,000. . Recommend deletion of funds for works of art
in state buildings.

GENERAL PROGRAM STATEMENT

Chapter 513, Statutes of 1976, established a program for acquiring works
of art in state buildings. Funding for the program is provided by Budget
Act appropriations to the Department of Finarice which are allocated to
the State Architect.

ANALYSIS AND RECOMMENDATIONS

We recommend deletion. of Item 125, for a savings of $300 000.

The budget proposes an appropriation of $300,000 from the General
Fund for allocation by the Department of Finance to the Office of State
Architect (OSA) for art in state buildings. This is the same amount appro-
priated in the current year. Budget Bill language (1) requires the State
Architect to consult with and enlist the cooperation of the California Arts
Council, and (2) restricts expenditure of the funds to art in new state
buildings and limits funding to no more than $100,000 per building. The
same language was included in the Budget Act of 1979.

Other than the budget language, no information regardmg the request
has been provided.

Previously Funded Program. 1t is our understanding that the $300,000
appropriated in the 1979 Budget Act will be used to acquire artwork for
Sacramento office buildings 1A and 1B and for the San Jose office building.
During 1979 budget hearings, the State Architect indicated that these
funds were needed in 1979-80 to enable coordination between the artist
and architect during development of working drawings for construction
of the building. However, working drawings for the buildings have been
completed and to date no artists have been selected, and no information
has been provided regarding the artwork to be acquired.

The Budget Act of 1977 provided $700,000 for the Art in State Building
Program—$650,000 for 51 projects and $50,000 for administration. In 1978
the State Architect reported that only 24 art projects costing $520,000
would be funded from that appropriation. It is our understanding that
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three of those projects are not yet completed.
Thus, the 1977 program is incomplete, the $300,000 program in-the

Budget Act of 1979 has not been implemented and the State Architect has

not provided information regarding proposed expenditure of the $300,000
request in the Budget Bill. Consequently, at this time, there is not an
adequate basis upon which the Legislature can evaluate the proposed
expenditure of an additional $300,000.

Department of General Services
" OFFICE OF STATE ARCHITECT
Item 127 from the Architecture

Public Building Fund and
Item 129 from the Architec-

ture Revolving Fund Budget p. SCS 98
Requested 1980-81 .......c.civeiiniiirerirenrnecsceerserensssesesseion corveennis - $10,185,463
Estimated 1979-80.........cccoveeciocionnrnennrennnes estnarseisteasae s sesenssserens 9,749,124
Actual 1978-T9 ... ..coviiiiiieireicercrensneasissienb s sstsesessacsssssssebesseses 8,665,634

Requested increase (excluding amount for salary
increases) $436,339 (+4.5 percent) :
Total recommended reduCton .........icceveerercnarieeenresraenienneies $95,000

1980-81 FUNDING BY ITEM AND SOURCE

Item"’ : Description . _ Fund Amount
127 Office of State Architect/Structural Plan  Architecture Public Building $1,704,935
" Checking
129 .-+ - Office of State Architect/Architectural Architecture Revolving 8,480,528
-z Consulting and Services
Total $10?185,463
. - Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Structural Plan Checking. Reduce Item 127 by $95,000. 201
Reduce authorized positions commensurate with reduced
workload in checking plans for public school construction.

In addition, reduce Item 131, Service Revolving Fund, by
$77,400 commensurate with workload reduction for check-
ing plans for hospital construction.

2. Office of State Architect—Architecture. Revolving Fund, 202
Item 129. Recommend that approval of the Office of State -
Architect budget be withheld until the office (1) submits to
the Legislature its detailed schedule for completion of
projects in the Budget Bill and (2) resubmits to the Legisla-
ture its annual capital outlay status report.

3. Modify Government Code. Recommend legislation be 205
enacted to require that excess construction amounts be re-

turned to the original fund source.
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OFFICE OF STATE ARCHITECT—Continued
GENERAL PROGRAM STATEMENT

The Office of State Architect (OSA) provides two basic services. First,
OSA provides a full spectrum of architectural and engineering services
- and operates a construction inspection service for all state projects as
required by law. Second, OSA provides a structural plan checking service
with regard to (1) the physmally handicapped building accessibility law,
(2) the Field Act for school buildings (earthquake safety), and (3) the
hospital seismic safety code. In addition, the OSA provides staff assistance
to the building standards commission and is responsible, with the assist-
ance of the Arts Council, for the acquisition of works of art for display in
state buildings. The responsibility for the commission is being transferred
to the State and Consumer Services Agency effective July 1, 1980.
- OSA is reimbursed for all of its direct and overhead expenses in connec-
tion with each job. The architectural and engineering service activities are
financed from the Architecture Revolving Fund (Item 129). Funds appro-
priated by the Legislature for specific projects are deposited in the fund
and assessments for services provided are then made against each project
account. Consequently, office workload is dependent, for the most part,
upon the level of capital outlay appropriations by the Leglslature

ANALYSIS AND RECOMMENDATIONS

The budget proposes: two approprlatlons totaling $10,185,463, for sup-
-port of the Office of State Architect in 1980-81. Item 127 appropriates
$1,704,935 from the Architecture Public Building Fund for plan checking
and construction inspection activities related to public schools and hospi-
tals. Item 129 appropriates $8,480,528 from the Architecture Revolving
Fund for the general support of OSA. These amounts are $436,339, or 4.5
percent, more than the estimated current year expenditure from these
two sources. Additional funds totaling $2,986,765 are made available from
the Service Revolving Fund (Item 131) for the hospital plan checking/
inspection program ($2,393,635) and program costs unrelated to specific
capital-projects ($593,130).

Public Schools and Hospital ‘Plan Checking and Inspection Program .

The OSA plan checking and construction inspection activities related to
public schools are funded from the $1,704,935 in Item 127—Architecture
Public Building Fund and $2,393,635 for the hospital program in Item
131—Service Revolving Fund.

The OSA does not perform any design work under this program. Rather,
it checks plans developed by others for conformance to code require-
ments, and inspects and monitors construction programs to assure compli-
ance with the plans. In the case of public school construction, OSA
receives a fee for its services based on estimated construction costs. In the
case of hospital construction, the OSA is under contract to the Office of
Statewide Health Planning and Development and is reimbursed for direct
costs plus overhead from fees charged by the Office of Statewide Health
Planning and Development which are based on estimated construction
costs.
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Table 1 shows the department’s estimated trend in schoolhouse and
hospital construction and the resulting budgetary impact on the OSA plan
checking program.

Table 1
Structural Plan Checking
Governor’s Budget Estimate for
Workload Funding and Staffing Changes

. Percent
Actual Estimated Change From
Construction Value 1978-79 1979-80 1950-81 1979-80 -
Public Schools w.:.ccu.iionniesiienievessaniens $241,574,908 $275,000,000 $302,500,000 +10%
Hospitals 196,415,917 359,700,000 395,700,000 +10
“Totals $437,990,826 $634,700,000 $698,200,000 +10
Total program expenditure.................... 3,014,577 3,998,808 4,098,570 +2.5

Production—personnel-years ............... 8 - 90.2 9.2 —

Reduced Workload

‘We recommend that authorized positions for the structural safety sec-
tion be reduced from 90.2 to 85 for a savings of $172,400—$95,000 from
Item 127 and $77.400 from Item 131 (Service Revolving Fund).

Our-analysis indicates that the staffmg request for the structural section
is not fully justified because workload is likely to be less than estimated in
the budget While the' construction values shown in Table 1 imply an
increase in workload, they actually represent a constant level of construc-

~ tion activity in both public schools and hospitals, when the construction
value is adjusted for inflation. Construction costs will probably increase by
about 8 percent to 10 percent in 1980-81.

* More 1mportantly, workload estimates in the budget have proven to be
unreliable in recent years. For example, if the actual value of plans
checked by OSA in 1978-79 is compared with the estimated value of these
plans in the Governor’s 1979-80 Budget, it turns out that the actual was
64 percent less than the estimate for public schools and 31 percent below
the estimate for hospital buildings. Similarly, in 1977-78 actual values were
20.3 percent less and 52 percent less than estimated values for public
schools and hospitals, respectively.

When adjustments are made for inflation and the reliability of workload
estimates. in the budget, the number of production personnel-years re-
quired in 1978-79 (85) should be adequate to sustain the plan checking
effort. Thus, we recommend a total reduction of $172,400 which, based on
workload trends, should consist of $95, 000 from Item 127 and $77,400 from
Item 131. ‘

Physically Handicapped Plan Checking

The Budget Act of 1979 included budget language prohibiting the State
Architect from implementing regulations for accommodating physically
handicapped persons in public buildings until the final regulations had
been reviewed by the Legislature. The regulations pertain to new con-
struction and alterations. The restrictive language was added because of
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the Legislature’s.concern that the regulations, as then proposed by the
State Architect, could have had a detrimental effect on the accessibility
program by increasing alteration costs for existing buildings to the point
where alteration projects become infeasible.
During hearings on the 1979 Budget Bill the OSA indicated that final
. public hearings on the regulations would be held in May 1979, and that the
final regulations would be available by July 1979. Consequently, the Legis-
lature anticipated that it would review the proposed regulations in early -
1979-80 and that the final regulations would be enforced during most of
fiscal year 1979-80. The OSA now advises us that public hearings will not
be held until February or March 1980, and that the final proposed regula-
tions will not be available to the Leglslature until mid-April or early May.
- It is important that the OSA meet this schedule so that the Legislature will
have an opportunity to review the regulations during budget hearings,
and the issuance of the final regulations will not be delayed further. We
will provide a supplemental analysis as soon as we have received and
reviewed the final proposed regulations.

Architectural and Engineering Services ‘

The budget for OSA Architecture Revolving Fund activities identifies
four major categories and services. These categories and the antlclpated
construction value of each are identified in Table 2.

Table 2
Architectural and Engineering Services
Categories and Estimated Construction Value

Actual Estimated -~ - Change from

. 1978-79 1979-80 1980-81 1979-80
Basic services....... $27,334,000 $30,200,000 $32,314,000 +7%
Contract architect program 81,066,000 160,916,000 160,916,000 —
Construction services.......c..... - 54,167,284 76,003,821 81,324,088 - - +7
Disaster services (hours) ... .. 2,732 2,868 2,839 -1

Continued Delays in Project Design

We recommend that approval of Item 129, support of Office of State
Architect (OSA) from the Architecture Bevo]vmg Fund, be withheld
until (1) the OSA provides a detailed schedule for completion of projects.
for which OSA is responsible, in accordance with the Supplemental
Report of the 1979 Budget Act, and (2) the OSA resubmits its annual
capital outlay status report to the Legislature.

‘The Supplemental Report of the 1979 Budget Act requires the OSA to
provide an annual status report on all capital outlay projects included in
that Budget Act as well as a status report on projects in each subsequent
Budget Act. Projects for agencies not required to use the office are not
covered by this requirement. The report is supposed to include details of
any project.delays, and is to be submitted to the Leglslature by January
1 of each year: _

The status report concerning projects in the 1979 Budget Act has been
submitted to the Legislature. The report, however, is not fully responsive
to the supplemental language because it does not identify or include
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details of all projects that have been delayed during the current year. The
report indicates that 18 projects have been delayed for various reasons
outside the control of the OSA. It does not identify or detail the reasons
why a number of other projects have been delayed. A sample of projects
which, according to the January 1980 “master workorder list”, have not
proceeded on schedule but details of the delays are not discussed in the
report are:
¢ Construct—upgrade internal security and control, San Quentln—con-
struction 6 months behind original schedule.
o Construct—convert south block “C” section to special housing unit,
San Quentin *—construction 2 months behind original schedule.
¢ Construct—convert east, west, “J”” and “L” wings to special housing,
Deuel Vocational Institute *~~2 months behind original schedule.
o Construct—install restrooms for handicapped, public health building,
. Berkeley—construction 4.5 months behind original schedule.
o Construct—Department of Motor Vehicles (DMV) office building, .
Pleasanton—construction 3.5 months behind original schedule.
¢ Construct—DMYV building, San Pedro—construction 3 5 months be-
hind original schedule. '
o ‘Construct—DMYV building, Torrance——construction 2 months behmd
original schedule.
« Construct—state office building, site 1B, Sacramento—constructlon 6
months behind original schedule. :
+ ‘Construct—San Jose state office bulldlng—constructlon 4 months be- -
hind original schedule.
o State office building, site 1C, Sacramento—working drawmgs 2
‘months behind original schedule.
o ‘Los Angeles state office building—original schedule indicated sche-
‘matic plans to begin May 1979; preliminary plans to begin November
1979 and working drawings to begin April 1979; current ‘schedule
indicates no work to be accomplished during 1979-80.

2 In the Supplemental Report of the 1979 Budget Act, the Legislature specified that the special housing
units at San Quentin State Prison and Deuel Vocational Institute were to be considered high priority
projects and directed the Office of State Architect to expedite the projects.

In view of the many project delays, the OSA does not appear to have
significantly improved or streamlined its procedures sufficiently to enable
the state’s capital improvement program to proceed in a timely and eco-
nomical manner. The causes of these delays, and the corrective actions
necessary to overcome them warrants the Legislature’s attention because
of the heavy costs that result from inflation whenever projects are
delayed. For this reason, we recommend that approval of the OSA support
and operations budget be withheld until the OSA provides a revised status
report to the Legislature identifying the reasons for project delays and
submits the March 1 schedule for completion of projects in the Budget Bill.

As requested by the Supplemental Report of the 1979 Budget Act, we
have compared the advantages and disadvantages of meeting the Califor-
nia Highway Patrol’s building needs through capital outlay appropriation -
with build-to-suit lease with purchase option. This comparison is included
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as part of our analysis of the patrol’s capital outlay program. We found that
capital outlay funding should be less expensive than lease with purchase
option for equal facilities. If, however, capital outlay procedures cannot be
revised to expedite site acquisition and planning and to reduce construc-
tion costs, the advantages of capital outlay funding will not be realized.
Under these circumstances, all of the patrol’s facility needs should be met
through lease with purchase option agreements. This conclusion is appli-
cable not only to the capital outlay program of the patrol but to the
building programs of most state agencies.

State Office Buildings

Under the guidance of OSA, the new state office building program is too
costly and behind schedule. Table 3 compares the budgeted construction
costs and the cost based on competitive bids.

Table 3
State Office Building Construction Program
Comparison of Original Budget and Bid Costs

Construction Cost

Building ‘' Original Budget Bid Difference
Site 1A : $12,905,800 $16,279,000 $+3,374,000
Site'1B : 10,183,000 13286275 . 43,103,275
Site 1B (parking) 2007000  7050000°  +4,143,000
Site 3 _ : 15,941,000 18,550,000 +2,609,400
Justice (phase I) 4,267,540 5,390,000 +1,122,460
Justice: (phase II) 14,739,078 20,848,000 ° +6,108,992
Long Beach.... 10,087,000 12,176,545 © +2,089,545
Total Difference ' $+22,550,672

® Bids rejected—project not yet under. construction.

",Site 1B office-building and parking garage were bid as one project and parking garage was also bid
separately (on same bid date). Office building cost is based on bid for combined project as bid for
garage.

¢ Original project bids rejected and the project was redesigned and rebid The bid figure represents bid
amount for the redesigned building.

Because bids have come in so much higher than the budgeted amounts,
only site 1A and Long Beach are under construction. The site 3 building
should be under construction this spring.

Site 1A was originally budgeted for construction in the 1976 Budget Act
and according to OSA, construction was to begin by the summer of 1977.
However, the building had to be completely redesigned, and the project
budget had to augmented twice by the Legislature, before construction
could start. The building should be completed early in 1981—nearly three
years later than OSA’s original schedule showed. As shown in Table 3, the
cost of the building exceeded the construction budget by $3,374,000. In
addition it has been necessary to continue leasing approximately 200,000
square feet of office space on account of the delay. Based on current lease
rates in Sacramento, comparable lease space costs approximately $1.8 mil-
lion, annually.

Other than site 14, site 3 and Long Beach, the buildings 1dent1f1ed in
Table 3 are in various stages or redesign because the construction bids
were excessive. The site 3 and Long Beach buildings were both redesigned
and construction for both should be underway by this spring. Even though
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the costs far exceeded the budgeted amounts, the Public Works Board
approved construction bids and augmented the budgeted funds.

The cost to continue leasing space comparable to the amount to be
provided by the buildings in Table 3 is approximately $490,000 per month
—$5.8 million annually. Thus, not only is the construction program consid-
erably more costly than what was presented to the Legislature, but the
delays are also resulting in continued expensive lease costs.

It is apparent that the state office building program is being adminis-
tered in a manner that is detrimental to the state’s financial interest. Our
analysis indicates that it should be more economical for the state to build
and own its office facilities. Given the state’s experience with the projects
shown in Table 3, however, 1t is not clear that these savings are being
realized. '

The Governor’s Budget indicates that the administration is reevaluating
the original state office building program and is also reviewing the alterna-
tive of proceeding with projects in the state building program on a lease-
with-option-to-purchase basis. Unless the administration of the state con-
struction program can be significantly improved the lease-with-purchase
option may be a more economical approach.

Modify Government Code

We recommend that legisiation be enacted to modify Government
Code Section 14959 to require that excess construction amounts be re-

‘turned to the original fund source.

- Under existing law, the Department of General Services must keep a
record of all expenditures chargeable against each specific capital outlay
project in the Architecture Revolving Fund. Any unencumbered balance
for any project in the fund must, within three months after the project is
completed, or within three years from the time the funds were transferred
to the fund, whichever comes first, be withdrawn from the revolving fund
and transferred to the credit of the appropriation from which the funds
came. These funds remain on the Controller’s “book” for an additional two
years. As a result, funds excess to project needs, as determined by competi-
tive bidding, remain in the original appropriation and cannot be used for
any other purpose for up to five years after the original appropriation. This
limits the Legislature’s fiscal flexibility, and may prevent it from respond-
ing to pressing needs when no surplus is available. For this reason, we
recommend that legislation be introduced to amend Government Code
Section 14959 as follows:

“The Department of General Services shall keep a record of all ex-
penditures chargeable against each specific portion of the revolving
fund, and any unencumbered balance in any portion of the fund shall
either within three months after eempletion of the award of the con-
tract for the project for which such portion was transferred or within
three years from the time such portion was transferred or deposited
therein, whichever is earlier, be withdrawn from the revolving fund and
transferred to the credit of the a-pprepﬂaﬁeﬂ fund from which it was
transferred the appropriation was made .
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Y State and Consumer Services Agency
INTERGOVERNMENTAL PERSONNEL ACT ADVISORY

= . COUNCIL
Items 138-139 from federal
funds R » : Budget p. SCS 119
Requested 198081 .......ooo...ocoooororesiesoeressssrerssesessssscresseriosossnnes  $1,524,000
Estimated 1979=80........ccccviviviiininmisniosonns reseietor i erbesieiar e re s ebanais 1,564,000
ACTUAL TOT8-T9 .ot oo eseseesesennssssnessbinnanns ©1,552,622

Requested decrease (excluding amount for salary
increases) $40,000 (—2.6 percent) :
Total recommended redUCHON .....c..crerienivmseririecreriaen: None

1980-81 FUNDI,N}G BY ITEM AND SOURCE

Item ‘Description - Fund » " Amount

138 Program support and grants to state Federal $677,830
agencies. : :

139 . Grants to local agencies. » Federal 846,170

Total , $1,524,000

GENERAL PROGRAM STATEMENT

. The Intergovernmental Personnel Act Advisory Council was created by
executive order in 1975 to administer the state’s federally funded program
for improving personnel management in state and local government un-
der the federal Intergovernmental Personnel Act (IPA). The council’s
-five members are appointed by the Governor and serve without.compen-
sation. A staff of 5.5 positions (3.5 professional and 2 clerical) provides
administrative support.

Under this program, financial assistance in the form of federal grants is
awarded on a matching basis for approved projects. Competing projects
are evaluated on the basis of specified criteria, such as the applicability or
benefit to other government agencies. Projects approved by the council
are thern submitted to the Secretary of the State and Consumer Services
Agency for concurrence.

Approximately one-third of the proposed projects receive funding un-
der the program.

ANALYSIS AND RECOMMENDATIONS

We recommend approval,

The Governor’s Budget proposes $1,524,000 from federal funds for sup-
port of the Intergovernmental Personnel Act program in 1980-81. This is
$40,000, or 2.6 percent, less than estimated federal fund expenditures for
the current year. Table 1 indicates total program expenditures and per-
sonnel resources for the three-year period ending June 30, 1981. The table
shows that the $1,524,000 is budgeted as follows:

1. $455,630 for grants to state agencies.

2. $846,170 for grants to local agencies.

3. $222,200 for program administration.
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The table also shows a staff reduction of one analyst position in the
budget year in order to reduce program administrative costs.
~ Table 1

Intergovernmental Personnel Act Advisory Council
Bydget Summary

Actual Estimated  Proposed ] Change
: 1978-79 1979-80 1950-81 - Amount Percent
Personal Services........mmisenenes $118,891 $161,719 - $147,405 $—14,314 —-89%
Operating expenses. and equip-
ment 83,593 69,502 74,795 5,293 76
Total administrative expenses...  ($202484)  ($231,221) = ($222.200)  ($—9,021)  —39%
- Granits to state agencies .......... $860,680 $449,085 $455,630 $6,545 15
.'Grants to local agencies ............. 489458 . 883,694 846,170 —371,524 —42
Total expenditures (federal oo ]
FUDAS) ittt $1552,622  $1,564000  $1524000  $-40000 = —26
Personnel-years.........ocuiinmions 5.4 6.5 55 =10 -154%

- The council reports that during the 1979 calendar year 29 projects
. were awarded grants totaling $1,482,062 and matching funds of $2,796,254
were budgeted by the requesting agencies, resulting in a total cost of
$4,278,316. The amounts awarded were 34.6 percent of the total budgeted -
costs of the approved projects.

How the Funding Level is Determined

Under the IPA, federal funds are prov1ded to the 50 states through the
U.S."Office of Personnel Management (formerly the U.S. Civil Service
Commmission). The amount of funds allocated to each state is determined
by formula based on (1) population, (2) the number of state and local
government employees; and (3) the extent to which such funds provided:
for the prior year were expended.

If the state did not administer the IPA grant program in California, the
U.S. Office of Personnel Mandgement would assume this function. By
administering the program, the state, rather than the federal government

- determines which of the competing projects receive funding.
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State and Consumer Services Agency
STATE PERSONNEL BOARD
Item 140 from the General

Fund and Item 141 from the -
Cooperative Personnel Serv-

ices Revolving Fund -~ ' g | Budget p. SCS 120
Requested 1980-81 .............coiirveesmmrmssmsssinieee ARSI NN '$28,002,018
Estimated 197980 .....iciviviiiviininninensieiessisriansisesssanesssens 26,691,221

AcCtual 1978-T9 L.ttt i snsasessnseassesbede st fensasadasusen 122,192,653

Requested increase (excludmg amount for salary K o
increases)- $1,310,797 (+4.9 percent) v -

. Total recommended reduction .........ccimicininnen Cneserenrnids $1,251,550

1980-81 FUNDING BY ITEM AND SOURCE

Item Description : Fund Amount
140 State Personnel Board (SPB). For direct ' General $22,154,900
. support of board’s operations. :
141 Local government services. For support Cooperative Personnel Serv- 1,203,692
in form of revenues-for services pro- -ices Revolving '
vided. : B
— Reimbursements (to*various SPB pro- 4,643,426

grams for services to state and other gov-
ernmental agencies). L
Total $28,002,018

i i S Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Data Processing. Reduce Item 140 by $166454 Recom- 210
mend deleting unnecessary funds for data processing.
Eguipment. Reduce Item 140 by $5,000. 'Recommend re- 211
duction of funds for unnecessary equipment. ;

Civil Services Selection. Recommend SPB submit costs and = 211

benefits of its proposed delegated selection program.

. Civil Service Selection. Recommend SPB suspend im- 212

plementation of its delegated selection program. .

. Personnel Study. Recommend SPB study CHP personnel 213

practices.

Compensation Surveys. Recommmend control language re- 215

quiring $147,200 proposed for survey workload be expended

only if SPB provides survey data to the Legislature.

7. Compensation Surveys. Recommend control language pro- 216
hibiting transfer of funds supporting SPB salary survey func-
tion to another state agency.

8. Jobs Subsidy. Recommend control language requiring em- 219
ployers participating in jobs program to pay 20 percent of -
payroll costs.

9. Jobs Program. Reduce Item 140 by $1,050,096. Recommend 220

o @ & w
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20 percent reduction in state payroll costs. Further recom-
mend report, prior to budget hearings, on factors influenc-
ing cost effectiveness and strategles to improve placement
vrate

G'EN ERAL PROGRAM STATEMENT

The State Personnel Board (SPB) is a constitutional body consisting of -
five members appointed by the Governor for 10-year staggered terms. On
the basis of constitutional and statutory authority, the board adopts state
civil service rules and regulations.

The state civil service system is administered by a  staff of approx1mately' v
. 620 employees under the direction of an executive officer appointed by
. the board. The board and its staff also are responsible for establishing and
- administering on a reimbursement basis merit systems for city and county

welfare, public health and civil defense employees, to ensure comphance
with federal requirements.

Pursuant to the Welfare Reform Act of 1971, the board staff administers
a Career Opportunities Development (COD) program designed to create
job opportunities for disadvantaged and mmorlty persons within both
state and local governments.

The board also is responsible for coordinating affirmative action and
equal employment opportunity efforts within state and local government
agencies in accordance with state policy and federal law,

ANALYSIS AND RECOMMENDATIONS

The Governor’s Budget proposes total expendltures of $28 002,018 for
support of the State Personnel Board in 1980-81. This is $1,310,797, or 4.9
percent, more than estimated total expenditures for the current year. This
amount will increase by the amount of any salary or staff beneﬁt increase
approved for the budget year.

Table 1 presents a summary (1) of expenditures for each of the board’s
seven programs during the three-year period ending June 30, 1981, (2) of
total personnel-years and (3) comparison of expenditures and personnel-
years in the current and budget years. The table shows that total staff is
- expected to increase by 12.2 positions. This staff increase is attributable
mainly to the restoration of 12 positions which were eliminated on . a
one-time basis during the current year pursuant to control Section 27.2 of
the Budget Act of 1979. Table 1 also shows a proposed increase in General
Fund costs of $1,242,468, or 5.9 percent, in the budget year.

Table 2 summarizes the proposed 1980-81 General Fund budget
changes. It shows that $395,335, or 31.8 percent of the General Fund
increase is for a 6 percent cost-of-living adjustment for reimbursing em-
ployers’ payroll costs under the jobs program. (We discuss this program
later in this analysis.) The other major changes are increases of (1) $371,-
167 for price increases and miscellaneous minor adjustments, (2) $208,328
for restoring 12 positions eliminated under Control Section 27.2 in 1979-80
and (3) $216,233 for employee merit salary adjustments.
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. Table 1
State Personnel Board
Budget Summary

Actual Estimated ~ Proposed Change

Program 1978-79 1979-80 1980-81 Amoiint - Percent
1. Departmental services $6,443,771 $7,306242  $7,883,543 $577,301 - 79%
2. Policy and standards................... :3,145,406 3,602,870 3,510,447 -92.423 -26
3. Appeals 1,094,506 1,255,946 1,352,593 96,647 77
4, Personnel development............ 981,547 1,503,734 1,504,917 1,183 01
5. Public employment and affirma- '
HVE ACHOM wevivriieerivrrmaiions eevereeneens 8,457,640 10,338,656 - 11,109,726 771,070 75
6. Local government services........ 1,948479: - 2,659,285 2,640,792 ~18,493 —0.7
7. Management Services:
Undistributed 121,304 . 24488 . — . —24488 -100.0
Distributed .............co.ooumriviirrnenne (2.941,555) - (3,288,301) ~ (3,396,233) - (107,392) (3.3)
Totals .oovvevveeinn $22,192,653 $26,691,221  $28,002,018 - $1,310,797 49
Reimbursements . —3816286 - —4268593 . —4,643,426 —374,833 88
Net totals ........ . - 318376367 - $22422.628  $23,358,592 -  $935,964 42
General Fund ........ . 17188033 20912432 22154900 - 1245468 59
Cooperative Personnel Services ‘
Revolving Fund.................... 1067,030 1,485,708 1203692 289016 —190
Federal funds.......... .. 121,304 24,488 e —4488 —1000
Personnel-years 5932 609.9 6221 122 20
Table 2

State Personnel Board
Proposed 1980-81 General Fund Budget Changes

1. Six percent cost-of-living adjustment for reimbursing employers’ payroll costs under

the jobs program $395,335
2. Elimination of salary savings from one-time reduction of 12 posxtxons in-1979-80 per
"~ Section 27.2 of the 1979 Budget Act : 208,328
3. Merit salary adjustments 216,233
4. Increase in state contribution for employee staff benefits 121,405
5. Less $50,000 appropriated by Chapter 842, Statutes of 1979 (SB 935) for board in
1979-80 to.validate examinations in Departmerit of Corrections ...........rencrissnnns —50,000
6. Less $20,000 appropriated by Chapter 938, Statutes of 1979 (SB 370) for board in
- 1979-80 to develop guidelines for reduced worktime program ......c.ucesiivorisnnns —20,000
7. Price increases and miscellaneous minor adjustments 371,167

Total $1,242.468

Data Processing Expenses Overbudgeted

We recommend deletion of $166,454 to eliminate unnecessary funds
budgeted for data processing (reduce Item 140, General Fund).

An analysis of the SPB budget support data revealed overbudgeting in
three of the board’s individual line items relating to data processing.

Table 3 indicates the amounts of these items and the amounts by which
they should be reduced. These items are discussed in the following para-
graphs.

1. Consolidated Data Center. The budget includes $328,028 in 1980-81
for purchasing computer processing services from the Teale Data Center
(TDC). Based on actual billings, the board’s costs for these services in the
current year are not expected to exceed $250,000. No change is expected
in current TDC rates, and no increase is anticipated in the board’s com-
puter processing workload. Therefore, we recommend a reduction of
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$78,028, leaving a balance of $250,000.

2. PIMS—Management Information System. The SPB has budgeted
$111,416 for purchasing computer programming services from the State
Controller’s Office.'According to the existing contract between the Con-
troller’s Office and the SPB, the board’s current year costs should not
exceed $50,000. By adjusting the $50,000 current year expenditure for an
anticipated 7 percent price increase, $53,500 would be an appropriate
amount to budget for this purpose. We therefore recommend a reduction
of $57,916.

3. Data Processing. The budget contains $57,840 for data processmg
According to the SPB, the only expenses budgeted under this item for
1980-81 are for leasing and maintenance of key entry devices and a test
scoring machine. Based on existing long-term contracts, budget year costs
will be $27,330. Therefore;, we recommend a reduction of $30,510.

Table 3
. Summary of Recommended Reductions to Eliminate
Overbudgeting for Data Processing Function

1980-81
Amount Analysts  Recommended
Operating Expense Line Item budgeted . .- proposal reduction
Consolidated Data Center $328,028 - $250,000 - $78,028
PIMS—Management Information System ...................... 111,416 53,500 57916
Data processing 57,840 27,330 30,510 -
Totals $497,284 $330,830 - $166,454

Equipment Not Necessary

~We recommend deletion of $5,000 requested for purcbasing a forklift
(reduce Item 140, General Fund).

~The 1980-81 budget includes $5,000 for the purchase of-a forklift. The
board s 1979-80 budget contained $8,000 for the same purpose, but the
Legislature deleted these funds. Our analysis indicates that the board is
still unable to show that such a purchase would be in the state’s financial
interest, and therefore we recommend deletion of the $5,000.

DEPARTMENTAL SERVICES PROGRAM

The departmental services program has the responsibility for (1) re-
cruiting, selecting and placing qualified candidates in state jobs; (2) main-
taining the state position classification plan; and (3) providing personnel
consultation and services to state agencies.

Delegation of SPB’s Selection Responsibility

1. We recommend that the SPB submit the following to the Legislature
when subcommittee hearings are conducted on the board’s budget items:
(a} An estimate of the number of SPB staff and related costs which
would be eliminated in 1980-81 and in subsequent. years If its
proposed delegated selection program is implemented.
(b) An estimate of the total number of additional staff the individual
state line agencies would require and the additional costs they would
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incur during 1980-81 and in subsequent years if the delegated pro-
gram is implemented.

(¢) A description of operational advantages and disadvantages which
would result if the delegated program is implemented.

2. We further recommend that supplemental report language be adopt-
ed directing the SPB to suspend implementation of its delegated selection
program until the total costs and benefits of the program have been
considered by the Legislature.

In January 1980 the SPB advised us that, in order to meet concerns
regarding the effectiveness and timeliness of the state civil service selec-
tion process, it intends to delegate much of its personnel selection function
to the individual line departments. The board estimates that over the next
three to five years, up to 75 percent of the current SPB examination
workload will be delegated to departments. The delegation is to be made
in accordance with SPB guidelines and standards. According to the board

" it has “not yet reached a point where the delegation costs can be clearly
defined and measured.”

The prime responsibility of the SPB is administering. the state civil
service system. The selection process constitutes a significant and funda-
mental part of that system. It is not appropriate for the board to begin
shifting a major portion of this responsibility without first (1) considering
the total statewide costs and benefits of such a change, and (2) providing
the Legislature an opportunity to consider the costs and benefits of such
a program.

The proposed decentralization program could have several adverse
consequences. Specifically, it could:

o« Weaken the board’s control of the selection process.

¢ Increase totalstate costs if line departments require additional techni-

cal expertise.

« Cause significant operational problems if departments lacking suffi-

cient resources are unable to acquire the technical expertise neces-
" sary for satisfying their employee selection requirements.

Before undertaking such a major restructuring of the civil service selec-
tion procedures, we believe the board should first:

1. Identify deficiencies in the present selection system.

2. Develop specific actions for overcoming these deficiencies.

3. Determine the cost of implementing these actions under the present

system. '

4. Then determine the benefits and costs of implementing a delegated

selection program,

POLICY AND STANDARDS PROGRAM

This program involves (1) policymaking relative to the state classifica-
tion and pay plan, (2) evaluating employee selection procedures, (3)
monitoring personnel transactions to ensure conformance with classifica-
tion requirements, (4) conducting salary surveys, (5) planning an orderly
transition to collective bargaining for state employees, and (6) assisting
individuals in gaining access to information about themselves contained
in state records, under provisions of the state Information Practices Act.
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Five positions were added to the SPB in 1978-79 to staff the Office of
Information Practices. This office was established by the Information
Practices Act, Chapter 709, Statutes of 1977 (SB 170). These positions are
due to expire June 30, 1980. Two of the five positions are now vacant. The
budget proposes the permanent establishment of the remaining three
positions (two professional and one clerical). Our analysis indicates that
the three positions are necessary in order for the board to comply with the
provisions of Chapter 709. ;

The board’s audit and control unit was established in 1977-78 to audit
the personnel practices of the individual state agencies to ensure that they
complied with state civil service law and rules. The unit has a staff of 17
positions of which 13 are due to expire in June, 1980. The budget requests
the permanent establishment of the 13 positions- (11 professional and 2
clerical). According to the board’s workload standards, this level of staffing
enables the unit to audit each state agency every six years. Our analysis
indicates that continuation of the requested positions is necessary in order
for the board to continue carrying out its classification control responsibili-
ties. We recommend establishment of the positions on a permanent basis.

Recommend Study of CHP Personnel Practices

We recommend that the SPB conduct a study to determine the number
of CHP uniformed employees currently performing duties which should
be performed by nonuniformed employees.

In our analysis of the Department of the California Highway Patrol -
(CHP, Item 186), we point out that significant savings appear possible if
certain administrative responsibilities performed currently by uniformed
employees of the CHP were assigned; instead, to nonuniformed em-
ployees.

The SPB audit and control unit has not yet conducted or scheduled an
audit of the CHP. It is our understanding that the unit could complete
such an audit during 1980 within its budgeted resources, if directed to do
so by the Legislature.

In order to determine the magnitude of savings which could be
achieved if administrative CHP functions were performed by nonuni-
formed employees, we recommend the adoption of the following supple-
mental report language:

“The State Personnel Board shall (1) conduct a study to determine the
number of CHP uniformed employees presently performing duties which
might more appropriately and efficiently be performed by nonuniformed
employees and (2) report its findings and recommendations to the Joint
Legislative Budget Committee and fiscal committees by December 1,
1980.”

Governor Proposes New Office of Personnel Administration

The Governor’s Office submitted “Reorganization Plan No. 2 for re-
view by the Commission on California State Government Organization
and Economy in December 1979. (The Government Code requires that
the Governor submit any reorganization plan to the commission for study
and recommendation 30 days prior to submitting it to the Legislature.

10-80045
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Under the code, such a reorganization plan becomes effective 60 days
after being submitted to the Legislature, unless a later date is provided by
the plan or unless either house of the Legislature by majority vote adopts
a resolution opposing the reorganization.)

The stated purpose of the reorganization plan is to centralize the au-
thority to establish, direct, and enforce personnel policies for all state
agencies and departments. The plan, as submitted to the commission,
would establish an Office of Personnel Administration reporting to the
Governor to “manage nonmerit aspects of the state’s personnel system.”

The office is to be responsible for:

1. All functions performed currently by the Governor’s Office of Em-
ployee Relations. This office has been designated by the Governor to
represent the administration in all matters concerning state em-
‘ployee relations.

2. The following functions performed currently by the State Personnel
Board:

A. Salary administration. This includes conducting salary surveys
and adjusting civil service salary rates.
Administration of working hours and related matters, including
sick leave, holidays and leaves of absence.
. Training, which involves establishing statewide training policies
and administering central state training courses.
. Performance evaluation, which includes establishing perform-
ance standards and rating procedures.
Layoff and grievance administration, involving “non-merit as-
pects” of the layoff process and grievance procedures.

3. Administering the state employee health benefits program, which is
administered now by the Public Employees’ Retirement System.

4. Salary administration with respect to employees exempt from civil
service. This function is performed currently by the Department of
Finance.

5. Administering the deferred compensation plan, which is adminis-
tered now by the Department of General Services.

6. Administering employee reimbursement and related functions per-
formed currently by the State Board of Control, involving per diem
and travel expenses, clothing and equipment allowances and merit
awards.

The reorganization plan provides that the staff and other resources
presently allocated to the functions which are to be assumed by the Office
of Personnel Administration are to be transferred to that office on the
effective date of the plan.

In January 1980, the staff of the Commission on California State Govern-
ment Organization and Economy expressed concern as to whether the
Governor could use reorganization authority to transfer functions into or
out of the Governor’s Office. The Governor’s Office is now in the process
of modifying its reorganization plan to eliminate any problems in this area.

m o 0w
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SPB Should Continue to Provide Data for Legislative Decision

Making Relative to Employee Compensation

We recommend that control language be added to the SPB General
Fund support item (Item 140) allowing for the expenditure of $147,200 for
4.6 analyst positions and one clerical position only if the board continues
its compensation surveys lo provide data to enable the Legxs]ature to
evaluate negotiated compensation increases.

Traditionally, state civil service salaries and benefits have been adjusted
on the basis of (1) SPB surveys of salaries and benefits received in nonstate
employment, (2) salary and benefit increase recommendations contained
in the board’s annual report to the Governor and Legislature, (3) budget
action by the Governor and Legislature and (4) allocation by the board
of funds appropriated for salary increases on 4 class:by-class basis.

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

"The Public Employment Relatlons Board (PERB) is responsible for (1)
determlmng appropriate bargaining units (that is, designating the specific
civil service classifications which are to be combined in separate units for
representation by individual employee organizations) and (2) conducting
elections to determine which, if any, of the competing employee organiza-
tions will serve as the exclusive bargaining agent for each such unit.

The PERB completed the civil service unit determination process in
November 1979 and designated a total of 20 separate bargaining units. The
next major step toward collective negotiations is the conducting of elec-
tions to determine which employee organizations will be the exclusive
representatives of the individual units.

Under Chapter 1159, the SPB will continue to adjust salaries of state civil
service employees who (1) are designated as “management,” “supervi-
sory,” or “confidential” employees or (2) are not in bargaining units
represented by exclusive bargaining agents.

Chapter 1159 repealed Government Code Section 18850.3, which re-
quired that the SPB submit a report each January to the Governor and
Legislature containing its recommendations for adjusting the compensa-
tion of civil service employees. In these reports, the board generally
recommended increases designed to align civil service salaries with pre-
vailing nonstate salary rates.

Chapter 1159 provides that state employee compensation increases
negotiated by representatives of the Governor are subject to approval by
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the Legislature. Consequently, adequate comparative data must be readi-
‘ly available to the Legislature so that it can make informed decisions
regarding the appropriateness of such increases. ~
To encourage the board to continue its existing compensation survey,
the Legislature added the following control language to the State Person-
‘nel Board’s General Fund support 1tems in the Budget Acts of 1978 (Item
119) and 1979 (Item 128):

. provided, -that $128,561 of the funds specified in category (a) is
authorized for 4.6 analyst positions and one clerical position, which
positions may only be used for the purpose of continuing the conduct
of the State Personnel Board’s compensation surveys to provide data to
enable the Legislature to evaluate compensation increases negotiated
by the-Governor or his representative.”

This language, however, has not been included in the Budget Bill of

1980. We continue to believe that the Legislature will need compensation

survey datain order to assess compensation increases negotiated on behalf
of state workers. We therefore récommend that the control language
appearing under Item 128 in the 1979 Budget Act be added to the Budget
Bill. The amount of funds specified should be increased from $128,561 to
$147,200, to allow for the salary increases effective July 1, 1979.

Salary Survey Function Should Not-Be Transferred

We recommend that control language be added to I tem 140 probzbztmg
transfer of funds supporting the SPB compensation survey to any other
-agency. As stated above, the Governor’s proposed reorganization plan.
would transfer the SPB salary survey function to the proposed Office of
Personnel Administration, which would report to the Governor’s Office.
Because the Governor’s Office will represent the executive branch in the
collective negotiation process, the Legislature should not be dependent on

- data provided by it in evaluating the increases negotiated through this
process. Instead, the data should be provided by an impartial source. For
this reason, we recommend that the salary survey function remain with
the SPB. To prevent this function from being transferred to the Gover-
nor’s Office, we recommend that the Legislature adopt the followmg
control language in Item 140. :

“Provided further that such $147,200 shall be exempt from the provision

of Sections 13320 and 13325 of the Government Code and Sections 28

and 31 of this Act.”

This language would prevent the Department of Finance from not
allocating the funds budgeted for this purpose.

APPEALS PROGRAM

.This program involves investigating and making recommendations rela-
tive to appeals made to the SPB regarding examinations, disciplinary
actions, grievances and related areas.

PERSONNEL DEVELOPMENT PROGRAM

The stated purpose of this program is to provide leadership to state
agencies in ‘the development, implementation and evaluation of their
employee training programs. The program also offers central training
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courses and consulting services.

PUBLIC EMPLOYMENT AND AFFIRMATIVE ACTION

Under the Public: Employment and Affirmative Action Program, the
board provides leadership, assistance and guidance to the state’s efforts in
(1) achieving a state work force consisting of ethnic minorities, women
and disabled persons in proportion to the appropriate resource pool and
(2) emnploying disadvantaged persons. Program elements are (1) coordi-
nation and program development, (2) jobs program and (3) affirmative
action.

“The budget proposes (1) adding one analyst position and (2) redlrect-
ing two positions from the departmental services program to staff the
board’s bilingual services program within its affirmative action élement.
The purpose of the bilingual services program is to provide for effective
communication between state agencies and persons who are precluded
from receiving public services because they do not speak English. The
stated functions. of this program include conducting surveys, maintaining
a bilingual differential salary program, bilingual testing, providing techni-
cal assistance, conducting audits, and preparing reports to the Legislature.
Our analysis indicates that the additional position is warranted to enable
the board to comply with existing law.

Jobs Program

The jobs program, created pursuant to the Welfare Reform Act of 1971,
authorizes the SPB to reimburse state and local government agencies for
100 percent of the payroll costs they incur in employing welfare recipients
and disabled persons durmg their on-the-job training periods. The board
operates the program in cooperation with the Employment Development
Department (EDD).

;silUnder the program, the board (1) prov1des technical assistance in re-
structurmg civil service jobs and removing artificial barriers to facilitate
the employment of jobs program candidates and (2) negotiates contracts
with state agencies (including the University of California and California
State Universities and Colleges) which call for the placement of candi-
dates in permanent jobs upon completion of their training. The EDD (1)
negotiates such contracts with local government agencies and (2) refers
its clients to the hiring entities.

The budget requests $7,038,077 to defray payroll costs of the program
participants. Included in this amount is a 6 percent ($395,335) cost-of-
living adjustment above the $6,642 742 appropriated for this purpose in the
Budget Act of 1979.

In addition to this public sector program, EDD administers the Work
Incentive/On-the-Job-Training (WIN/OJT) program in the private sec-
tor. WIN/OJT is similar to the jobs program in that it provides job training
to recipients of Aid to Families with Dependent Children (AFDC) to
enable them to find permanent employment and move off of public assist-
ance.
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Legislative Followup /

" The Supplemental Report of the Committee of Conference on the 1979
Budget Act required EDD to provide comparative data to the Legislature
by December 1, 1979, on the Work Incentive (WIN) program adminis-
tered by EDD and the jobs program administered by SPB, in cooperation
with EDD. .

The information, received January 16, 1980, indicates that EDD’s feder-
ally funded WIN program, which includes an on-the-job training compo-
nent, placed 78 percent of its participants in permanent jobs during the
study period (October 1, 1978 through September 30, 1979). In compari-
son, the state-funded _]ObS program had an overall placement rate in per-
manent employment of 51 percent. Table 4 displays the overall placement
rate of the jobs program (based on the number of participants transition-
ing from training to permanent employment), as well as the rate per
program component. The rate of successful placement varies from a high
of 85 percent in the state agency component to a low of 33 percent in the
local public entities component.

Table 4
SPB/EDD Jobs Program
October 1, 1978 through September 30, 1979

Percent of -~ Number
- Total Moving to Job
Participants Participants Permanent = Placement

Program Components Served Served  Positions ' Rate
State agencies ..... 110 1% % 85%
State Colleges and Universities ........ooevcsiceionssccrmsonsane 166 16 )] 54
Local public entities 214 2 T 33
Community-based nonprofit orgamzatlons .................... 500 50 24 51
Totals 990 100% 509 51%

The EDD: study also addressed the comparative placement costs as-
sociated with the two programs. The State Personnel Board advised EDD
that it does not have a system to capture the administrative costs associat-
ed with the jobs program. Thus, the cost comparison of the two programs
excludes administrative costs. Table 5 displays the average cost per place-
ment and the placement rate of the programs. The lower placement rate
of the jobs program tends to increase the average cost figure.

Table 5
Jobs Program and WIN/QJT
Cost Per Placement
October 1, 1978 through September 30, 1979

Percent of
Average Cost Permanent
Program - Per Placement Placements
WIN/OJT... : $3,286 8%
Jobs Program 10,612 51

The data displayed in Table 5 raise the issue of whether the jobs pro-
gram is a cost-effective method for assisting disadvantaged persons to find
permanent employment. As the table indicates, the;WIN/QJT program
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has been able to place three times as many disadvantaged persons as the
Jobs Program for approximately the same amount of money.

Limit Job Subsidy

We recommend that control language be added to Item 140 prohibiting
the use of these funds for payroll costs of job participants, unless the
employer pays at least 20 percent of such costs. A

Subsidies for Private Employers. The federal Work Incentive (WIN)
program administered by EDD subsidizes one-half of the payroll costs for
WIN-registered recipients placed in private employment during their
on-the-job training periods. Private employers also may elect to offset an
additional portion of the remaining cost by applying for a tax credit.

Under the California Jobs Tax Credit (CJTC) program, a private em-
ployer can claim a 10 percent tax credit against wages (up to $3,000 per
employee) paid to economically disadvantaged and disabled Californians
who are dependent upon any of the following types of public aid: (1) Aid
to Families with Dependent Children (AFDC), (2) WIN, (3) Supplemen-
tal Security Income/State Supplementary Payment (SSI/SSP) for the
aged, blind and disabled, and (4) general assistance. In addition, the feder-
ally-funded Targeted Jobs Tax Credit (TJTC) program allows an employ-
er a 50 percent tax credit against wages (up to $6,000 per employee) paid
for the employment of an applicant or recipient of AFDC.

EDD advises that as a result of the combined effect of these programs,
a private employer may receive a subsidy for WIN recipients above the
50 percent level. However, according to the department, most private
employers do not claim tax credits under the program. During 1978-79
such credits were claimed for only 11 percent of the participants placed
under the WIN/O]JT program.

- Subsidies for Public Employers. The state jobs program, in contrast to
WIN, reimburses a public employer for 100 percent of the wages paid to
welfare recipients and disabled persons during their on-the-job training
periods.

We have several concerns with the disparity between these two pro-
grams.

First, based on EDD’s study, the private employer appears more likely
to hire the WIN/OJT participant after the training period (78 percent)
than is the public employer (51 percent). Part of this difference may be
explained by the fact that the private employer is required to demonstrate
his commitment to hiring the participant by paying a portion of the salary,
while the public entity has no comparable monetary investment in the
trainee.

Second, the WIN/QJT program has demonstrated in the private sector
that 100 percent subsidization is not necessary to encourage employers to
hire WIN recipients.

Third, we are not aware of any evidence that would justify 100 percent
subsidization for the public sector but not the private sector. Given that
private employers are willing to hire welfare recipients in the absence of
a 100 percent subsidy, it is unclear why public agencies would require a
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100 percent subsidy in order to participate. To the extent they do not
require a 100 percent subsidy, part of the funds now budgeted for the jobs
program are being used to provide fiscal relief rather than encourage the
employment of disadvantaged persons.
We therefore recommend that the public subsidy of the two programs
be narrowed by adding control language to Item 140 as follows:
“Provided that none of the funds specified for the jobs program shall be
used for defraying the payroll cost of a participant unless the employer
of the participant pays at least 20 percent of such payroll cost.”

Program Cost Effectiveness

We recommend a General Fund reduction of $1,080,096 (Item 140)
budgeted for placing participants under the jobs program. We further
recommend that SPB report to the Legislature, prior to budget hearings,
on specified factors influencing the cost effectiveness of the program and
strategies to improve the program’s job placement rate.

The board’s budget includes $7,038,077 for placing participants in the
jobs program. Of this amount, $1,637,596 is reserved for placing Depart-
ment of Rehabilitation clients. The remaining $5,400,481 is used to reim-
burse payroll costs of participants other than those who are clients of the
Department of Rehabilitation. If the jobs program is modifed to subsidize
80 (rather than 100) percent of the employer’s payroll costs (except for
Department of Rehabilitation clients), the $5,400,481 budgeted for this
purpose could be reduced by 20 percent, or $1,080, 096, without reducing
the number of participants placed.

If our prior recommendation for reducing this subsidy is adopted, we
recommend a corresponding budget reduction of $1,080,096 in Item 140.

Better Placement Needed. We recognize the social value of maintaining
a program which increases the number of disadvantaged persons em-
ployed and participating in government service. However, the jobs pro-
gram in its present form does not appear to be the most cost-effective
approach to meet the intent of the Welfare Reform Act of 1971—to reduce
the number of individuals receiving government aid by providing job
training leading to permanent employment. Data submitted in response
to the Legislature’s request clearly indicate that EDD’s WIN/OJT pro-
gram finds more jobs for participants at less cost than SPB’s jobs program.
Much of this disparity is due to the low permanent placement rate of SPB’s
local participating agencies component.

An important factor in comparing cost effectiveness of the two pro-
grams is the administrative costs associated with participant placements.
This information is available from EDD for the WIN/OJT program but not
available from SPB for the jobs program.

In order to evaluate the disparities between the two programs, particu-
larly with regard to placement success, additional information is needed.
We therefore recommend that SPB provide the following information on
the jobs program prior to legislative hearings: (1) an explanation of the
low participant placement rate, particularly at the local level, (2) data on
program participants, by the type of public entity participating in the
program, including (a) types of permanent jobs, (b) entering salaries and
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(c) number of placements filled by the same participant after 90 days, (3)
state administrative costs associated with the jobs program, and (4) strate-
gies for increasing the placement rate of the jobs program to a level
comparable to the 78 percent success rate of the WIN/OJT program.

LOCAL GOVERNMENT SERVICES PROGRAM

This program consists of two interrelated subprograms: (1) Merit Sys-
tems Service (MSS) and (2) Cooperative Personnel Services (CPS).

Merit System Services

Under this program, which operates on a fully reimbursable basis, the
SPB approves or operates merit systems for a number of local government
jurisdictions.

Cooperative Personnel Services {Item 141)

Under the CPS program, the board provides recruitment, selection and
other technical personnel services to local government agencies. All pro-
gram costs, except those resulting from language proficiency tests (dis-
cussed below), are financed on a reimbursement basis by revenues from
local agencies for services they receive. Such revenues are paid into the
‘Cooperative Personnel Services Revolving Fund.

One temporary help position and $87,675 from the General Fund are
budgeted in 1980-81 in order for the board to develop and conduct exami-
nations for insuring the language proflclency of interpreters used in
county superior courts, pursuant to provisions of Chapter 158, Statutes of
1978 (AB 2400).

MANAGEMENT SERVICES

- This program consists of executive management and central support
services including accounting, budgeting, mail and duplicating services.
‘Program costs are distributed among the board’s six line programs.

State and Consumer Services Agency
PUBLIC EMPLOYEES’' RETIREMENT SYSTEM

Items 142 and 147 from the
General Fund and Items 143-

146 from various funds . Budget p. SCS 131
Requested 1980-81 ..ottt eesestoneneneneneees $31,406,169
Estimated 1979-80......ccccccivirmiinieerneeennennasessssesessesessesssesseens 24,682,750
ACEUAL TOTB-TT .....ovirirveeirirreereerirnrseesssineresssessesenssssssseseinssienserssent 16,677,872

Requested increase (excluding amount for salary
increases) $6,723,419 (427.2 percent)
Total recommended reduction .............ccivvvivviivinierenecesrennenas $227 535
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1980-81 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
142 Social Security and Volunteer Firefight- General $106,538
ers Retirement )
143 " Retirement Administration Public ' Employees’ Retire- 17,459,785
ment .
144 Health Benefits Administration State Employees’ - Contin- 1,781,834
gency Reserve )
145 Retirement Administration Judges” Retirement 165,137
146 Retirement Administration Legislators’ Retirement 123,560
147 Local Assistance (Legislative Mandates) General 10,734,840
— Reimbursements — 1,034,475
Total $31,406,169
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Benefit Division Staff Increase. Reduce Item 143 by $144,- 225

~ 611. Recommend deletion of proposed staff increase to
process existing workload.

2. Real Estate Investment. Recommend that. PERS be re- 225
quested to divest itself of its commercial real estate hold-
ings. © Recommend ' the ' Legislature, by appropriate
legislation, clarify its policy on commercial real estate in-
vestments.

3. Building Manager. Reduce Item 143 by $31,042. Recom- 226
mend deletion of proposed building manager position. .

4. Out-of-state Travel Reduce Item 143 by $5,860. - Recom- 227
mend deletion for unjustified trips.

5. Consultant and Professional Services. Withhold recom- 227
mendation on $200,000 proposed for updating actuarial
valuation programs.

6. Programmers. Reduce Item 143 by $46,022. Recommend 228
two vacant programmer positions be deleted.

GENERAL PROGRAM STATEMENT

The Public Employees’ Retirement System (PERS) administers retire-
ment, health and related benefits for 830,000 active and retired public
employees in California. The participants include state constitutional offi-
cers, members of the Legislature, state employees, most nonteaching
school employeesand other California public employees whose employers
elect to contract for the benefits available through the system.

PERS is managed by a Board of Administration whose members are
either elected by specified membership groups or appointed by the Gov-
ernor. It is under the administrative jurisdiction of the State and Con-
sumer Services Agency.

Administrative costs of the system are shared by the employees and
employers and are funded, primarily, from the interest earnings on invest-
‘ed employee and employer contributions.Therefore, expenditures funded
from these contributions are excluded from the state budget total.

The major PERS-administered retirement programs include a retire-
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ment, health benefits and social security program. PERS administers the
coverage and reporting aspects of the Federal Old Age Survivors, Disabili-
ty and Health Insurance program which is mandatory for state employees
and is available to local public workers whose employers elect such cover-
age. The health benefits program offers state employees and other public
employees a number of health benefits and major medical plans on a
premium-sharing basis.

The system provides and administers a number of alternative retire-
ment plans through which the state and the contracting agencies provide
their employees a variety of benefits.

Table 1 shows the actual and projected growth in the number of PERS
participants, and the amount of benefits paid for the past, current and
budget year.

Table: 1
Public Employees Retirement System
Increase in PERS Workioad

Increase Increase
Actual Estimated from Projected = from

Detail ‘ 1978-79 197980 1978-79 19580-81 1979-80

Total number of participants............... 829,844 856,621 32% - . 889,659 - 3.9%
Benefits recipients ... 252,898 257,909 20 278,166 79
Active MEMDETS ...oeveeveiivcenireereiremsrenes 576,946 598,712 38 611,493 21
Total benefits paid (millions) ................ $721.9 $783.4 85 $873.0 114

ANALYSIS AND RECOMMENDATIONS

‘The budget proposes total expenditures of $31,406,169 from various
funds for the support of the ‘Public Employees’ Retirement System'

(PERS) in 1980-81. This is $6,723,419, or 27.2 percent, more than the
estimated current year expenditures. -

‘Table 2 details staffing and expenditures, by program, for the past,

current and budget year.

Table 2
Summary of Budget Requirements
Staft-Years __Expenditures (millions)
Actual ~ Estimated Proposed - Actual ~ Estimated Proposed

Programs 1978-79 . 1979-80  1980-81 ~ 1978-79 197980 . 1980-81
Retirement ..........oocelccvmnerrsivanne 430.0 4745 532.1 $11.0 $14.3 $16.3
Social security ... 15.6 162 - 172 0.3 04 0.4
Health benefits 458 53.1 544 13 17 1.8
Redesign project ... 334 317 318 1.3 16 17

Administration: .
Distributed to other programs (1483) (174.3) (183.6) (5.6) (7.0) (7.7)
Undistributed............... 100 99 103 0.3 04 0.5
Legislative mandates — — — 2.2 6.3 107
Totals ....cco.oclvi. 534.8 5854 - 6458 $16.6 $24.7 $31.4
Reimbursements .......c..c..cceievnnnee : —08 =11 -10

Net Totals ...oooccvnnrrnrrni 5348 - 5854 6458 3158 $23.6 $30.4
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Budget-Year Changes

Nearly two-thirds (65 percent) of the increase—=$4,446,682—results
from General Fund financing of additional retirement program costs
which the state mandated on local entities. These mandates and their
respective budget-year costs (amortized over a 15-year funding period)
are shown in the footnotes to Table 3. Excluding these mandated costs, the
proposed increase in the 1980-81 PERS support budget is $2,356,438, or 10
percent. This amount will increase by the amount of any salary or staff
benefit increase approved in the budget year. Table 3 identifies the vari-
ous changes in the proposed budget.

Table 3
Public Employees’ Retirement System
Summary of Major Changes in Proposed Budget

FExpenditures (by fund)

Nongovernmental
) . General Fund - Cost Funds*® Total

1979-80 Revised Net Budget $6,460,832 $17,107,742 ~ $23,568,574
1. Workload Changes

a. Retirement program - 379,187 379,187

b. Health benefits program .......iiemssenenns — 119,282 119,282

¢. Redesign project ® — —20,699 —20,699

d: Administration - 270,556 270,556
2. Cost Changes :

a, Contract with Controller ®.....cccooviommnrnneivveiirinnnsr - © 132,000 132,000

b. Operating costs d —66,136 — —66,136

c. Legislative mandates® 4,446,682 - 4,446,682
3. Program Change Proposals

a. Benefit Division Task Force........c.ccevimerrrronionn. —_ 144,611 144611

b. Actuarial consultants” — 305,181 305,181
4: Other changes — 775,658 775,658
5. Reduced salary savings . — 316,798 316,798
1980-81 Proposed Net Budget ..........coeeermissesasssanns $10,841,378 $19,530,316 - - $30,371,694
Net Increase Over 1979-80 Revised Budget.............. $4,380,546 $2,429 574 $6,803,120

# Includes the Public Employees’ Retirement Fund, State Employees’ Contingency Reserve Fund, Legis-
lators” Retirement Fund, and Judges’ Retirement Fund.
Net savings resulting from installation of new programming equipment.
¢ For processing health insurance deductions.
Due to reduction in administrative costs for the Volunteer Firefighters’ Service Award System. (Chapter
1145, Statutes of 1979) and for the Social Security Task Force of the Redesign Project.
¢ Includes the following mandates and respective amortized costs for 1980-81:
1. Chapter 1036, Statutes of 1979 (SB-629)—Cost of living increases for retired school members
of PERS: Cost: $1,620,000
2. Chapter 1170, Statutes of 1978 (AB 2545)—Pension increase for certain retired school mem-
bers of PERS. Cost: $5,100,000
3. Chapter 1398, Statutes of 1974 (AB 2926)—Retirement credit for unused sick leave for school
members. Cost: $4,000,000
4. Chapter 1322, Statutes of 1974 (SB 1775)—Survivor benefits for full-time students under age
22. Cost: $14,840
f Includes $200,000 for revision of actuarial programs and $105,181 for valuation of the Judges’ and Legisla-
tors’ Retirement Systems.

The budget proposes a staff increase of 52 positions to meet the existing
and projected workload. We have analyzed the materials submitted by
PERS in support of these new positions, and recommend that all but 8 of
these positions be approved.
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Reduce Backlog by Filling Vacancies

We recommend deletion of 7 new positions, for a $144,611 savings to the
Public Employees’ Retirement Fund (Item 143).

The budget proposes 7 new positions at a total cost of $144,611 to reduce
the accumulating backlog of workload in the system’s Benefit Division.
The PERS acknowledges that the backlog has resulted from the high
vacancy rate in this division. During 1978-79, there were 20 vacancies out
of 142 total authorized positions in the division. As of January 1, 1980, the
number of vacancies had declined to 12.

The Governor’s Budget proposes to reduce salary savings by $316,798
in 1980-81 to permit currently authorized vacant positions to be filled, in .
order to reduce the backlog in existing workload. Our analysis indicates
that this is an appropriate first step toward eliminating the backlog. It also
suggests, however, that the addition of 7 new positions to reduce a backlog
would be premature, in view of the existing vacancies. PERS should at-
tempt to eliminate the existing backlog by filling existing vacancies before
requesting additional personnel. For this reason, we recommend deletion
of this proposed staff increase.

PERS Enters Real Estate Investment Field

We recommend that supplemental language be added requesting PERS
to divest itself of its commercial real estate holdings (known as the Capitol
Square Garage Complex). We further recommend that the Legzs]ature by
appropriate legislation, clarify its polzcy on PERS investment in commer-
cial real estate. .

Chapter 1089, Statutes of 1977 (SB 1240), authorized the PERS to pur-
chase a site and construct a building (or remodel an existing structure) for
its new administrative headquarters in Sacramento County, using funds
loaned from the Public Employees’ Retirement Fund. This authorization
was:sought by PERS to accommodate the system’s growing need for addi-
tional office space in a centralized location. The PERS was authorized to
share its new (or remodeled) building with the State Teachers’ Retire-
ment System and other state or private entities on a space-available basis.
The authorizations included in Chapter 1089 are limited to real estate in-
Sacramento County.

 In February 1979, pursuant to this authorization, PERS acquired a piece
of improved property in downtown Sacramento. Improvements consisted
of a building containing offices, a grocery store, garage space and an
adjacent gasoline station. PERS originally claimed that it needed to ac-
quire this property because the property was adjacent to the proposed site
of its new administrative building. Subsequently, in October 1979, negotia-
tions for that site were terminated, and PERS is looking elsewhere in
downtown Sacramento for an appropriateé building site. The system’s
stated intent is to find and purchase a site by July 1980.

_Despite the fact that PERS has abandoned its plans to acquire an adja-
cent site for its new administrative building, PERS continues to hold the
improved commercial property which it is managing directly.

Our analysis 1ndlcates that this arrangement is not appropriate for four
reasons:
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1. PERS is, in effect, supporting a commercial enterprise for no public
‘purpose.

2. It removes commercial real estate from the local property tax rolls.
We understand that PERS refused to pay a 1979-80 property tax bill of
$28,156 from the County of Sacramento, claiming that, as a state agency,
it is exempt from ad valorem taxation.

3. It allows PERS to lease state-owned office and parking space at prices
which are at times in direct competition with other state-owned space
managed by the Department of General Services. This interferes with the
ability of the Department of General Services to coordinate its manage-
ment policies.

4. It does not appear to be consistent with legislative intent. We do not
believe that the Legislature, in enacting Chapter 1089, Statutes of 1977,
intended to give PERS a blanket legislative authorization to invest in
commercial real estate in Sacramento County, except as necessary to
develop its own office building.

For these reasons, we recommend that supplemental language be add-
ed requesting PERS to divest itself of its commercial real estate holdings.
We further recommend that the Legislature, by appropriate legislation,
clarify its policy on PERS investments in commercial real estate.

New Building Manager

We recommend that a staff services manager position be deleted, for a
savings of $31,042 to the Public Employees’ Retirement Fund (Item 143).

A new position is requested to manage the administrative aspects of site
location and construction of a new PERS headquarters building.

When this request was first made (August 1979), the system was nego-
_tiating for a building site, and the specific tasks proposed for this new
position were being performed by three existing staff in the Administra-
tion Division. According to PERS, during the July-December 1979 period,
the staff members collectively spent an average of 168 hours per month
on these tasks, in addition to their normal tasks. However, in checking the
PERS overtime records, we found no evidence of overtime work by these
staff members during the July-December 1979 period. In fact, one of the
three positions remained vacant during July—October 1979.

Moreover, an unspecified but substantial portion of the 168 hours per
month was spent on managing the existing office-store-garage-gas station
investment project. As noted above, this project is now entirely separate
from the building project, and PERS should justify any need for additional
staff in connection with this project separately. Also, we note that monthly
workload, as reported by PERS, dropped below 100 hours in December
1979, following termination of negotiations for a new site. While PERS
indicates that administrative workload for the project is expected to in-
crease after a new site is purchased, no workload projections were submit-
ted for the budget year.

Consequently, our analysis indicates that the need for a new full-time
position has not been justified adequately, and we recommend that it not
be approved. ‘
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Excessive Budgeting for Out-Of-State Travel

We recommend that funds budgeted for out-of-state travel be reduced
for a $5,860 savings to the Public Employees’ Retirement Fund (Item 143).

The PERS is requesting $43,614 for out-of-state travel during the budget
year. This request includes $2,500 for unspecified trips by the Legal Office
and $12,000 by the Investment Office for inspecting out-of-state property
pledged as security on real éstate loans cons1dered for the PERS invest-
ment portfolio.

The $12,000 was intended to prov1de for 25 property inspection trips
during the budget year. The Investment Office now estimates that only
about 18 of the budgeted 25 trips will be required in 1980-81. Consequent-
ly, funging for 7 trips ($3,360) will no longer be necessary and should be
deleted.

The $2,500 proposed for unspecified trips by the Legal Office is intend-
ed as a contingency, in the event the need for out-of-state travel develops
during the budget year. At the time this analysis was prepared, the only
need the chief of this office anticipated was for investigating legal prob-
lems associated with mortgages on out-of-state property to be purchased
in 1980-81. However, we note that PERS expects to reduce investments
in these mortgages below the level originally contemplated. Should an
out-of-state trip become necessary, it could be funded from the $8,640
($12,000 less $3,360) remaining in the Investment Office’s budget for out-
of-state property inspection travel. _

Request for Actuarial Consulting Funds Premature

- We withhold recommendation on $200,000 proposed to revise actuarial
Valuatzon programs pending completion of feasibility study.

-The $1,047,393 proposed for consultant and professional services in-
cludes $200,000 to revise valuation programs in the PERS Actuarial Office.
The revision would consist of (1) updating the EDP programs used by the
system’s actuaries for valuations of the PERS-administered retirement
programs, (2) technical changes to account for use of more sophisticated
data processing equipment and (3) interfacing with the automated infor-
mation systems developed by the PERS Redesign Project.

Initially, PERS requested a staff of 3 professional and one clerical posi-
tions, with a support budget of $108,642, to accomplish the proposed revi-
sion. Following discussions with the Department of Finance, the request
was changed to $200,000 for additional Consultant and Professional Serv-
ices so that the system could contract with private actuarial consultants for
the work. At the time this analysis was prepared, however, there was no
consensus in PERS as to how this revision work could be best accom-
plished. The system is conducting an in-house feasibility study to deter-
mine the most effective and efficient way to revise the programs. We
understand that the study will be completed and its recommendations will
be made available sometime in February or March 1980. In view of the
uncertainty surrounding this project, we withhold recommendation on
the $200,000 request for actuarial consulting services until completion of
the in-house feasibility study. Information from this study, hopefully avail-
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able by budget hearings, will help us determine the most effective and
efficient method to accomplish this project. :

Savings Not Budgeted

We recommend that two programmer positions be deleted, for a savings
of $46,022 to the Public Employees’ Retirement Fund (Item 143).

For the budget year, PERS is proposing a $43,000 contract with a private
consultant to complete installation of the Accounting Systems Task Plan
(Task Plan 9) under the Redesign Project. This project is an ongoing effort
to automate all processing functions in the system. According to PERS,
contracting with a private consultant for.implementation of Task Plan 9
during the current and budget year will save the system the equivalent
of two programmer positions in personal services. These'positions, howev-
er, have not been deleted from the budget. Therefore, we recommend the
deletion of two programmer positions for a savings of $46,022.

Potential Impact of Governor’'s Reorganization Plan

In December 1979, the Governor submitted his Reorganization Plan No.
2 for review by the Commission on California State Government Organi-
zation and Economy. Under this plan, the Governor proposes to consoli-
date various personnel management functions, currently located in
several state entities, under an Office of Personnel Administration report-
ing directly to him. With respect to PERS, the plan contemplates transfer-
ring health benefits administration from the PERS to the new Office of
Personnel Administration.

When this analysis was prepared, the plan was still undergoing adminis-
trative review, and no final decisions have been made concerning its
organizational and fiscal scope. Consequently, the changes that will result
from Reorganization Plan No. 2 are not reflected in the proposed budget.

We discuss the proposed plan in more detail under our analysis of the

.State Personnel Board (Item 140).

State and Consumer Services Agency
STATE TEACHERS’ RETIREMENT SYSTEM
Item 148 from the State Teach-

ers’ Retirement Fund and
Item 149 from the Teacher

Tax-Sheltered Annuity Fund Budget p. SCS 138
Requested 1980-81 ........cccoovviiinneineeeieeree e nees $9,035,902
Estimated 1979-80........ccocieeieeeeieeer et 8,813,330
ActUal 1978-T9 ..ottt es st be s ans 7,603,419

Requested increase (excluding amount for salary
increases) $222.572 (+2.5 percent)
Total recommended reduction ..........cccoveveirnereererreeessennnns $13,776
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1980-81 FUNDING BY ITEM AND SOURCE :
Item Description Fund Amount

148 Retirement Administration State Teachers’ Retirement $8,754,077
149 Annuity Administration Teacher Tax-Sheltered 91,825
Annuity
— Reimbursements — : » 190,000
Total $9,035,902
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Word Processing Equipment. Reduce Item 148 by $13,776. 231
Recommend deletion of requested equipment.

GENERAL PROGRAM STATEMENT

" The State Teachers’ Retirement System (STRS) was established in 1913
as a statewide system for payment of retirement benefits to public school
teachers. The system is managed by the State Teachers’ Retirement
Board, and is under the administrative jurisdiction of the State and Con-
sumer Services Agency. The STRS has the following primary responsibili-
ties:

1. To maintain a fiscally sound plan for funding approved benefits;

2. To provide authorized benefits to members and their beneficiaries in

a timely manner; and

3. To furnish pertinent information to teachers, school districts and

other interested groups.

The Governor-appointed members of the board include three members
each from the school system and from the public. The Superintendent of
Public Instruction, the State Director of Finance and the State Controller
are ex-officio members of the board. In-addition to having overall manage-
ment responsibility for STRS, the board reviews applications for beneflts
provided by the system.

Administrative expenditures of the STRS are funded. out of interest
income from the system’s investments, at no cost to the state. Therefore,
these expenditures are excluded from the total state budget figure.

Funding of the benefits provided by the system is discussed under
“Contributions to the Teachers’ Retirement Fund” (Item 357).

The actual and projected changes in STRS rnembershlp and benefits
paid for the past, current, and budget year are shown in Table 1. »

Table 1
Selected STRS Workload Information
Actual Estimated Change from Projected Change from
1978-79 1978-50 1978-79 1950-81 1979-80 :
Active and inactive members... 315,546 314,500 —0.3% 311,000 ~11%
Benefit recipients.........coovrrnnees 76,019 78920 - - 38 81,823 3.6
Total membership ... 391,565 393,420 05 302,823 - —0.2

Total benefits paid (millions) ... $491.0 $575.4 17.2 $635.1 - 10.4
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ANALYSIS AND RECOMMENDATIONS

The Governor’s Budget proposes $8,754,077 from the State Teachers’
Retirement Fund and $91,825 from the Teachers Tax Sheltered Annuity
Fund for support of STRS in 1980-81. This is a $222,572, or 2.5 percent,
increase over the estimated current-year expenditures. This amount will
increase by the amount of any salary or staff benefit increase approved for
the budget year.

Staffing and expenditures, by function, for the past, current, and budget
year are shown in Table 2.

" Table 2
Summary of Budget Requirements
Staff-Years Expenditures (millions)

‘ Actual  Estimated  Proposed ~ Actual  Estimated Proposed
Furictions 1.978—79 1979-80 ~ 1980-81  1978-79 = 1979-80 «  1980-81
Administra_tion 121 12.1 12.1 $05 $0.6 $0.7
Records and statistics................ 1270 102.5 97.2 2.6 26 25
Member services............cooo.u.iu. 733 714 755 17 2.1 22
Accounting .......... 364 36.0 38.1 1.0 1.2 1.3
Data processing........ 394 410 413 11 14 15
Management services .............. 239 21.5 21.8 0.7 09 0.8

TOtAS covvivirrrvenimareerressvsissivene 312.1 2845 286.0 $7.6 $8.8 $9.0
Reimbursements .. -03 —-02 —-02
Net Totals ..o 312.1 9845 2860  §13. $86 88

Budget-Year Changes

The budget proposes the addition of 24 new, permanent positions in
1980-81. Eleven of the positions result from the proposal to convert tem-
porary help positions to permanent clerical positions, in recognition of the
on-going workload in the Members’ Services Division. The budget shows
an equivalent reduction in temporary help positions and funds. Of the
remaining 13 new positions, 9 are workload-related. These 9 positions are
for processing benefits and verifying continued eligibility for STRS bene-
fits. The other 4 new positions are requested for increased auditing of
school districts” STRS contributions and for operation of a new tax-shel-
tered annuity program, as authorized by Chapter 870, Statutes of 1978.
Table 3 identifies the various changes in the proposed budget.

Table 3
Significant Budget-Year Changes

Staff Years Expenditures

1979-80 Revised Budget 2845 $8,623,330
1. Workload Changes ;
a. Deletion of temporary help ~11 —114,198
b. Ongoing clerical support 11 115,844
¢. Processing of benefits 4 65,832
" d. Verification of continued eligibility 5 93,061
2. Program Change Proposals
a. Increased field auditing 2 55,433
b. Tax-sheltered annuity program 2 91,825
3. Cost changes..... —_ 34,697
4. Salary savings —11.5 —119,922
1980-81 proposed budget 286.0. $8,845,902
Net Total Increases 15 $222,572
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We have reviewed these proposed staff changes and recommend that
they be approved.

Word Processing Equipment Request Premature

We recommend deletion of funds for word processing equipment, for
a savings of $13,776 from the State Teachers’ Retirement Fund (Item 148).

The STRS is requesting $13,776 for the purchase of its first word process-
ing machine, to be used for a yet-unspecified function. The feasibility
study required to determine the need for such equipment will not be
completed until the fall of 1980, according to the STRS. The system as-
" sumes that findings of this study will support the need for the machine,
and the budget provides funds to purchase it in the spring of 1981.

We believe that the funding request for this equipment is premature for
the following reasons:

1. The STRS has not established the need for word processing equ1p-
ment. The normal state procedure calls for a feasibility study by the
requestor, or by the Office of Management Services of the Department -
of General Services, prior to the request for funding.

The study is used by the requestor and by the Office of Procurement
of the Department of General Services to (a) document the need, and (b)
determine the type and cost of the machine needed.

2. The purchase request specifying the justified need, type of equip-
ment, and cost must be submitted to the Office of Procurement by. April
1, in order to permit that office to review, approve, and purchase the
equipment for the requestor by the end of the fiscal year. It is unlikely that
STRS will be able to meet that deadline.

3. The system is requesting funds for a specific type of word processing
machine, without having established whether that machine would be
appropriate for the need which might be established.

For. these reasons, we believe that the request for word processing
equipment should be deferred until completion of the required feasibility
study.
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State and Consumer Serwces Agency
DEPARTMENT OF VETERANS AFFAIRS
Items 150151 and 153-154 from

the General Fund and Item
152 from the Veterans’ Farm

and Home Building Fund _ | Budget p. SCS 141
Requested 198081 .............comrrrvmereriosrcssissseessesssssnsssssssens i $35,620,672

- Fstimated 1979-80. . ..ciciiviiieiriinnisicssessssesesessessessssessinsesssiasonsnees 34,719,362
T ACHUAL 197879 ..ot s ensessisssmsssssssisssssssenses 97,426,175

Requested increase (excluding amount for salary
increases) $901,310 (+2.6 percent)
Total recommended reduction ...........coceecivireiveecicseriviernienens $851,125

1980-81 FUNDING BY ITEM AND SOURCE

Item Description Fund " Amount.
150 Admxmstratlon/Veteran Serv1ces : - General $1,614,681
151 Educational Grants i General 1,333,250

. 152 Administration Farm:and Home Building (504,770) *
—. . Administration—Continuing Appropna Farm and Home Building 8,533,944
tion
153 Veterans” Home : General 15,347,672
.= 7+ . Veterans’ Home I Reimbursement 2,660,925 -
— .- :Veterans’ Home Federal funds 5,290,200
154 Local Assistance : . General 840,000
" Total _ _ $35,620,672

8 Transferred to Item 150,

o : Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Redesign Project. Recommend department report on 236
computer project progress. -

- 2. Member Fees and Charges. Reduce Item 153 by $798,000. 237
Recommend the Veterans’ Home adopt a graduated fee
schedule.

8. Laundry Fquipment Savings. Reduce Item 153 by $53,125. 238
- Recommend seven laundry finisher positions be limited to
December 31, 1980. _
4. Post Fund.  Recommend legislation allowing the Veterans’ 238
Home Post Fund to be appropriated in the Budget Act of
1981.

" GENERAL PROGRAM STATEMENT. :

The Department of Veteran Affairs provides services for qualified Cali-
fornia veterans and their dependents through four major programs. Its’
principal aim is to help needy veterans or dependents to obtain direct
. federal or state aid of various kinds and to provide a hospital, nursing-
home and domiciliary facility for veterans needing such services.

In addition, the department administers a loan program to enable veter-




Items 150154 STATE AND CONSUMER SERVICES / 233

ans to own their own houses, farms or mobilehomes on a more economical
basis than would be available to them by conventional means. This service
is self-supporting and self-liquidating from regular payments made by
participating veterans.

Farm and Home Loans

The Farm and Home Loans to Veterans Program, also known as the
Cal-Vet Loan program, provides low-interest farm, home, and mobile-
home loans to qualified veterans through the sale of general obligation and
revenue bonds which are redeemed from the monthly payments of the
participating veterans. Loans are available in amounts up to $55,000 for a
house ($60,000 if the house is solar-heated), $180,000 for a farm, and $30,0600
for a mobilehome situated on the owner’s property ($25,500 if located in
a trailer park). Chapter 121, Statutes of 1979 (AB 3), authorized veterans
to defer payments on the principal for up to five years. Unlike convention-
al lending institutions whose loans are secured by deeds of trust, the
Cal-Vet Loan program purchases and remains the “owner” of the prop-
erty until the loan is fully amortized.

Veterans Claims and Rights

The Veterans Claims and Rights program provides information to veter-
ans and their dependents concerning the availability of federal and state
benefits, and assists eligible persons in obtainirig them through three ele-

 ments: claims representation, employment preference and county sub-
ventions. Benefits include hospital and out-patient medical and dental
care, pensions, insurance, burial benefits, educational asistance, and em-
ployment preference. v

Claims Representation. This element assists California veterans seek-.
ing federal benefits by appearing on their behalf before the Veterans
Administration rating boards. Assistance is given for claims involving ini-
tial ratings of service-connected disabilities and increases in existing
disabilities.

Emp]oyment Preference. Honorably discharged veterans and veter:
ans’ widows receive a 10-point preference on civil service examinations,
and veterans with a service-connected disability receive 15 points. This
element processes applications for the preference points and certifies
eligible veterans and widows to the State Personnel Board.

County Subvention. This element administers grants to local veterans
service offices, which assist veterans in establishing their claims and rights.
Service offices are located in 54 of the state’s counties. _

FEducational Assistance. The Educational Assistance to Veterans De-
pendents program provides counseling and financial assistance to quali-
fied dependents of veterans who were killed or totally disabled as a result
of active military service. Full-time college students receive $30 per
month and high school students receive $20 per month. In past years,:
financial assistance was also provided to totally disabled veterans, but this
program element has been discontinued due to expansion -of G.I. Bill
education benefits: : :
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DEPARTMENT OF VETERANS AFFAIRS—Continued
Care of Sick and Disabled

The Care of Sick and Disabled Veterans program operates the Veterans’
Home in Yountville, which is one of the largest geriatric facilities in the
country. The home maintains an 844-bed medical and nursing -unit and
domiciliary quarters with a bed capacity of 1,489. The home provides war
veterans who are California residents with several levels of medical care
(acute, skilled nursing and intermediate care), rehabilitation services and
residential services. The home is licensed by the state, and its hospital is
fully accredited. '
Administration

General Administration provides for administrative implementation of
policies established by the California Veterans Board and the department

director. Fiscal, legal, personnel and other functions not specifically as-
signed to the other programs are included in this element. ’

ANALYSIS AND RECOMMENDATIONS
The budget proposes expenditures of $35,620,672 from various funds,
which is an increase of $901,310, or 2.6 percent, over estimated current
year expenditures. This amount will increase by the amount of any salary
or staff benefit increase approved for the budget year.
- The department’s administrative support is financed by (1) appropria-
tions from the General Fund in Items 150 and 153, (2) a continuing appro-

- priation from the Farm and Home Building Fund, (3) federal funds and
(4) reimbursements. The amounts provided by each source are shown in
Table 1. A continuing appropriation of $8,533,944 is provided by Section
988 of the Military and Veterans Code for administrative support of the
Cal-Vet Loan program. The program maintains existing loan accounts,
and will acquire new property amounting to approximately $866 million
in the budget year.

‘"The proposed appropriation of $1,333,250 in Item 151 will provide edu-
cational grants to veterans’ dependents. The budget proposes to continue
the policy established by the Legislature in the Budget Act of 1979 of not

. providing state educational benefits to dependents of non-California Vet-
erans or servicemen currently missing in action. Item 154 provides $840,-
‘000 for assistance to county veterans service offices.

Table 1
Department of Veterans Affairs
Funding Summary

Estimated Proposed Change

1978-80 1980-81 - Amount - Percent
General Fund: :

Item 150 -(Administrative Expenses) ... =~ §1,531,727 $1,614,681 o $82,954 5.4%

Item 151 (Educational Grants)........c...... 1,302,250 1,333,250 31,000 24

Item 153 (Veterans’ Home) .........ccooeeer. 14,034,546 15,347,672 1,313,126 94

- Item 154 (Veterans Service Offices)...... 840,000 840,000 - =
Totals, General Fund ...........cc.ouccviune... $17,708,523 $19,135,603 $1,427,080 8.1%

- Special Fund:

Item 152 (Loan Administration) ........... $469,342 $504,770 $35,428 7.5%

‘Continuing Appropriation (Loan Pro-
8T am) . 8)577)473 8,533)944 —43,529 : —0.5
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Loan, debt service, taxes (Loan Pro- R .
gram) 844,883,643 866,200,000 21,316,357 25%

Totals, Special Fund .........ccoocivensiorrrennn: $853930458  $875238714 = $21,308.256 2.5%
Federal (direct) 5,694,120 . 5,290,200 ~403,920 =71
Reimbursements : ) 2,739,246 2,660,925 —178,321 =29

Grand Totals ........ $880,072,347 - $902,325,442 - $22,253,095 25%

The “direct” federal funding shown in Table 1 consists of medical and
billet payments in behalf of residents at the Veterans’ Home. The reim-

bursements include federal funds paid through the veterans to the home
for “aid and attendance” and fees paid directly by the veterans.

Table 2 summarizes the department’s administrative costs by program::

Table 2
Department of Veterans Affairs-
Program Cost Summary

Estimated -~ Proposed . - Change

Program 197980 .. 198081 .~ Amount Percent
Farm and Home Loan $9,046,815 $9,038,714. - $-—=8,101 -0.1%
Personnel-years 248.2 - 2569 87 35,
Veterans claims and rights.....cciciveineoonn 1,161,197 1,205,672 44,475 38 -
Personnel-years ' 459 . 472 13 28
Home and hospital 22,838,442 23,707,806 869,364 . -3.8
Personnel-years : 883.1 8924 93 1Ll
General administration : (945,877) (939,831) - (~=6,046):- ‘—0.6
Personnel-years (30.6) (29.4) (=12) -39
Totals . $33,046454 . $33,952,192- - $905,738 "~ 27%

Personnel-years i 1,1772 1,196.5 19316

Major Data Processmg Project Continues

The budget includes $465,083 for 12 new positions and related operatmg
expenses to contmue a major data processing project begun in July 1978.
To date, the project has been staffed through position reclassifications
from the affected programs and a contract for personal services with:the

Department of General Services Data Processing Services Office. The -

project, known as the Redesign and Financial Management Information
System (FMIS), has short-term plans to: (1) automate the processing of
Cal-Vet loans and remittance payments; (2) provide consolidated man-
agement information on the loan program; and (3) automate the Veter-
ans’ Home billing and cost accounting system. Long-term tasks involve the
development of an automated patient care tracking system for the home,
a home inventory and procurement system, and a financial management
information system for the department. All tasks are scheduled for com-
pletion by June 30, 1982.

Of the 12 positions proposed, 8.5 are for the Farm and Home: Loan
portion of the redesign project and 3.5 positions are for the Veterans’
Home portion. .
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DEPARTMENT OF VETERANS AFFAIRS—Continued
Redesign Project Progress

We recommend that the department report to fiscal committees during
budget hearings on the progress of the redesign project directed at Farm
and Home Loan remittance processing, loan creation and maintenance,
and Veterans’ Home billing and cost accounting.

During the past few years, the Department of Finance and the Auditor
General have been critical of the Department of Veterans Affairs’ ad-
ministrative practices. Much of the criticism has focused on two areas: (1)
- inefficiencies in processing Cal-Vet loans and planning for the cash needs
of the program and (2) the failure to accurately account for costs at the
Veterans’ Home. The reports prepared by the department and the Audi-
tor General indicate that these inadequacies have resulted in unnecessary
costs and poor service to veterans.

Recent legislative and administrative changes in the Cal-Vet Loan pro-
gram have resulted in an increased flow of loan applications to the depart-
ment. If the program is to benefit veterans seeking to acquire homes, it
must provide prompt services. In addition, inaccurate cost accounting at
the home could result in lower U.S. Veterans Administration payments to
the state. ,

The department appears to have made a commitment to improve both
service and accounting. Our analysis indicates that the staffing request for.
the redesign project and the data processing applications under considera-
tion in both the Farm and Home Loan and Veterans’ Home programs, are
appropriate.

Because the redesign project is the key to proposed service improve-
ments to veterans, better program management, and realization of poten-
tial savings, we recommend that the department report during budget
hearings on the progress of the project. This report should detail program
milestones, progress to date, significant problems encountered, and poten-
tial administrative savings.

Health Program for Veterans’ Home Employees

The department is requesting $131,236 to establish a full-service health
program for employees at the Veterans’ Home. The proposed program is
intended to control Workers’” Compensation costs. Paid compensation
costs (dollars actually expended during a fiscal year) by the department
totaled $157,248 in 1978-79 and are estimated to be $218,000 in 1979-80.
Incurred compensation costs (future expenditures for injuries that oc-
curred during the fiscal year) amounted to $275,444 in 1977 and $411,040
in 1978. The cost of lost work time is unknown, but probably significant.

The amount by which incurred costs exceed paid costs represents the -

net change in accumulated debt. The fact that this “debt” has risen indi-
cates higher levels of expenditure (paid costs) are likely to occur in the
next few years. Rather than budget additional funds to provide for paid
costs exceeding the $218,000 in payments projected for 1979-80, the de-
partment proposes to establish an employee health program intended to
reduce these costs. Under this program, the department would be able to
control the selection of the original treating physician during the first 30
days following an employee injury. The department anticipates that this
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will result in decreases in paid costs, incurred costs, and lost work time:

Other Program Changes

Home Certification. The budget includes three proposals to meet the
certification and licensing requirements of the state Department of
Health Services, the U.S. Veterans Administration, and the federal De-
partment of Health, Education, and Welfare. The budget requests:- (1)
$203,013 for 10 additional positions to develop, implement, and supervise
the social, recreational, and rehabilitative programs of the home; (2) $70,-
977 for 3 positions to enhance social services provided home members and
(3) $57,642 to establish a preventive maintenance program. :

Additional Health Care Staff at the Home. The budget proposes $47,-
104 to augment health care staff at the home with one dental hygienist and
one respiratory therapist. Overtime funds are included to provide addi-
tional services of a clinical laboratory technologist.

Special Maintenance. The department is requesting $200,000 to fi-
nance needed repairs at the Veterans’ Home.

Veterans’ Board Staff. The budget includes $15,343 from the General
Fund and $15,343 from the Veterans’ Farm and Home Building Fund to -
reestablish the assistant to the California Veterans Board, a statutorily
authorized position.

Appeal Hearings on Veterans Benefits. The department proposes an .
expenditure of $8.730 for in-state travel to comply with Chapter 474, Stat- -
utes of 1979 (AB 1010), which mandates that the Veterans’ Board reply to
appeals by veterans applying to the department for benefits. This measure
will result in additional meetings of the board each month and additional
travel for the department’s legal officer.

“Our analysis of the workload upon which these program changes are
proposed indicates the requests are reasonable and we recommend their
dpproval.

Member Fees and Charges Do Not Reflect Ability to Pay

We recommend that the California Veterans’ Home adopt the gradu-
ated fee schedule proposed in our report, “An Analysis of the California
Veterans’ Home Fee Policy”, for a General Fund savings of $798,000 (Item
153).

In accordance with Chapter 1277, Statutes of 1978, our office submitted
a report (Report No. 80-4, January 22, 1980) to the Legislature which
reviewed the California Veterans’ Home fee schedule. That report found
that the home’s fee schedule places a heavier fee burden on lower income
members at the home. Moreover because the fee system does not recog-
nize a member’s ability to pay and does not automatically increase reve-
nues to the home as home operating costs and income rise, it requires an
excessive General Fund subsidy. We concluded that relative to the home’s
current fee system, a graduated fee schedule along the lines proposed in
our report would: (1) better distribute the burden of fee payment among
members according to their ability to pay; (2) yield more revenue for the
home and thus reduce the amount of General Fund support now and in
future years; (3) provide all members with a greater personal exemption;




238 / STATE AND CONSUMER SERVICES Items 150-154

- DEPARTMENT OF VETERANS -‘AFFAIRS—Continued

and (4) support the concept that fees should not inhibit members from
seeking proper care.

. ' Therefore, we recommend that the home adopt the graduated fee
-“schedule outlined in our report, for a General Fund savings of $798,000. -

Realize Savings from New Laundry Equipment
- We recommend that seven laundry finisher positions be limited to De-
“cember 31, 1980, for a savings of $53,125 (Item 153).
- Last.year, the Department of Veterans Affairs budget included $595,000
~ for new laundry equipment at the home. The Legislature approved this
expenditure because the existing equipment was obsolete and in poor

" condition. ‘At that time, the department indicated that after the new

equipment was in operation, it would be possible to eliminate seven laun-
dry finisher positions. We have received no information to indicate that
the positions cannot be reduced upon installation of the equipment.

According to the department, the equipment should be in operation by
December 1980. Therefore, we recommend that seven laundry finisher
positions be limited to December 31, 1980, for a General Fund savings of
$53,125.

Home Post Fund
- We recommend that legislation be enacted allowing the Veterans’
Home Post Fund to be appropriated in the Budget Act of 1981.

The Veterans’ Home maintains a Post Fund to be used for the benefit
of the home and its members. Currently, expenditures are not subject to
appropriation in the Budget Act. As Table 3 shows, Post Fund expendi-
tures have exceeded Post Fund income for the last three fiscal years.

Table 3
Veterans’ Home Post Fund
: Revenue Expenditures Difference
1975-76 ’ $838,859 $763,246 $+75,613
1976-77 835,836 867,357 —31,521
197778 1,017,235 1,038,625 —21,380
1978-79 1,117,463 1,168,485 —51,022

- Information provided in the Governor’s Budget indicates that the de-
partment expects Post Funds costs to exceed income by $73,000 in 1979-80
and $35,000 in 1980-81.

The Post Fund pays for certain goods, and services (such as library and
chapel expenses, equipment, and minor capital improvements) that the
General Fund might otherwise have to support. Thus, the declining Post
Fund balance may result in increased demands on the General Fund in
the future. Before the Post Fund’s condition is allowed to erode further,
the Legislature should attempt to oversee the use of funds through the
budget process. This would allow the Legislature to make any necessary
program adjustments more gradually.

In order for the Legislature to exercise any control over the Post Fund
through the budget process, the fund must be established in law as a state
fund in the State Treasury. Additional benefits would accrue to the Post
Fund if such legislation were enacted. For example, as a state fund in the




Items 150-154 ' STATE AND CONSUMER SERVICES / 239

Treasury, the Post Fund would be able to take advantage of investment
services provided by the State Treasurer through the Pooled Money In-
vestment Account. The State Treasurer provides information, expertise,
and a large base of funds to invest. Because the largest source of Post Fund
income is the interest on Post Fund and trust fund (member deposits with
the home) investments, the professional management of those invest-
ments by the State Treasurer could result in higher revenues to the Post
Fund over the long run.

Therefore, we recommend that legislation be enacted to establish the
Post Fund as a state fund in the State Treasury, and that the Post Fund
be subject to appropriation in the Budget Act of 1981. ‘

- Business and Transportation Agency
DEPARTMENT OF ALCOHOLIC BEVERAGE CONTROL

Item 155 from the General -

Fund : ' Budget p. BT 1
Requested 1980-81 ......covviveericnnnnnns SO SIS POUO $12,675,227
Estimated 1979-80........cccciviriesinrnniressinsisstesssessssserssissssasesesssesis 12,655,605

Actual 1978=79 ......ccuviveinrirrrcssnererars veeresteseseseeiessesieneepanesn e 11,478,876
Requested increase (excluding amount for salary ' o
increases) $19,622 (+ 0.2 percent) '

Total recommended reduction ............cccoocververeneieecseeeesnneenns  $145,600

1980-81 FUNDING BY ITEM AND SOURCE

Ttem Description Fund Amount
. 156 Support General - $12,450,227
- Support Reimbursements 225,000
Total $12,675,227
Analysis:
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Data Processing Savings. Reduce by $145,600. Recom- 243
mend deletion of 10 clerical positions. Further recommend
10 additional clerical positions be limited to June 30, 1981.

GENERAL PROGRAM STATEMENT

The Department of Alcoholic Beverage Control (ABC) a constitutional
agency established in 1954, is headed by a director who is appointed by the
Governor with the consent of the Senate. Headquartered in Sacramento,
the department maintains a northern division office in Hayward, which
supervises eight northern district offices, and a southern division office in
Downey, which supervises 10 southern district offices. Department staff
is presently authorized at 382.6 positions.

The Constitution gives the department exclusive power, in accordance
with laws enacted by the Legislature, to license the manufacture, importa-






