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Special Adjustment

In order to reduce overall General Fund expendxtures, the administration re-
quired several state agencies to take- “below-the-line” reductions to-previously
- approved budgets. In many cases, this “special adjustment” is equal to a 1 percent
reduction in budgeted expenditures. For FTB, however, the reduction was effect-
ed by rescinding approval of an $825,000 budget change proposal for:audit work-
load growth. While the FTB audit program -elemernts.in the Governor’s Budget
include the proposed $825,000, we have considered the audit workload resources
as no longer a part of the administration’s 1981-82 spending plan for FTB.

Program Overview

Table 2 summarizes the department’s personnel-years and expenditures by pro-
gram for fiscal years 1979-80, 1980-81, and 1981-82. FTB receives direct General
Fund support for the PIT, B&CT, and the HRA programs. Resources expended on

“contract work and the Pohhcal Reform Act are relmbursed by other government
agencies. S :

Table 2
; Franchise Tax Board
- Program Summary: 1979-80 Through 1981-82

Personnel-Years ’ ' Expenditures '

Actusl  Estimated Proposed . Actual -~ Estimated - - Proposed

Progmm 1979-80 1980-81 191-82* - 1978-80 - 198081 1981-82° -
Personal Income Tax ............ 18305 18541 20075  $52913217 - $60,793,000 ° “$53,226,000
Barik and Corperation Tax ...... 680.2 - 7058 7382 19000245 - 21,628,000 22961530
‘Homeovmers’ and Renters’ Assis sonene 1200 1130 1077 2876969 - - 2,751,000 2,736,000
Political Reform Act.......mmumiverrsmsrrsmssssnes 385 454 454 1,188,083 1509241  "1551,163
Contract Work 1664 1195 1195 3713698 2412801 - 2481391
Administration—Distributed (1722)  (I712) ~(1795)  (4061,503) (4435,000) (4712000)
Legislative Mandates s L — — — I3 o %5000 L —
- Totals ; 28356 28378 . 30183 ~ $79,710,325. . $89,119,042 $82.956,084
General Fund. 26907 < 56729 58534 $H59389 885154259 $78881493

1654 1195 1195 397085 $45560 . $55054%

_PbﬁhbalﬂelbmAct ........ X5 454 454 ,91,1&9,0&3 $1,509.241 $1.551,163

*These figures have been adjusted for the special adjustment which eliminated a prevxously approved
increase for audit workload growth i in the personal mcome tax and bank and corporation tax pro-
* grams. .

‘Table 3 displays budget year mformatlon on the three programs supported by
the General Fund, by program function: Over two-thirds of FTB’s General Fund
expenditures are dedlcated to the PIT program, and over one-fourth of the: total
is spent on the B&CT program. With regard to functions, almost one-half of all
General Fund expenditures are spent on processing forms and providing taxpayer
assistarice, while another 30 percent are spent on-auditing returns. .
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Table 3
: Franchise Tax Board
Programs Supported by the General Fund
By Program Function

1981-82

Personal Bank and Homeowners and

. Income Tar Corporstion Tix - Realers
Personnel. . Budgeted - Persomnel  Budgeted - Personnel . Budgeted -
Program Function Yers  Erpenditures Years . Brpenditures. . Years - Expenditures
Processing| taxpayer assistance *....... LISL1 - $29480000 - 1857  $47705%0 . - 1077° - $2736000°
- Audit® 399.0 10,589,000 3678 13,018,000 - —_
Collections . 3229 9,909,000 1204 3,518,000 - -

Filing enforcement . 1045 - 3,248,000 - 296 - - 656,000 -

Exempt corporations ...... — - U1 999,000 - —

Administration-distributed (U81) (3135000 (448)  (LI6T000) - (70) - (176,000)
Totals - 20075 453226000 7382  $22.961530 1077, $2,736,000

Percent of FIB 1981-82 General o : ‘

Fund Totals .o 04% 615%  259%. B1% . 38% 35%

* The Governor’s Budget treats resources spent on the mathematical verification of forms as audit expend-
itures. We have included them in the processing function. .
bA small amount of these resources is expended on auditing.

. PROCESSING AND TAXPAYER ASSISTANCE
The most important factor in estimating FTB’s processing and taxpayer assist-

" ance costs is the number of individuals and corporations who will file returns with

the department. Table 4 shows volumes for the most important return categories
for fiscal years 1979-80, 1980-81, and 1981-82. Returns and declarations of estimat-
ed tax for both the PIT and B&CT programs are expected to increase significantly
in the budget year, whlle the number of HRA claims is projected to decline once
again. .
Table 4
FTB Document Volumes
1979-80 through 1981-82

 Revied 199081 - Projected 1951-8

) Actual Percent - Percent
- Document Type 197980  Amount - Change Amount - Change
PIT: T ) :
Returns 10,739,000 - 11,090000 - -33% 11,650,000 50%
Declarations . 2,190,000 - 2,625000 - 199 2815000 72 -
B&CT: . . : .
Returns : . 341000 - 380,000 114 4200000 105 - -
Declaratioris 413000 455,000 102 495,000 88
HRA—Claims . 519000 - 515000 - -08 - 495000 -39

Errors in Prlor Yeur Budgei Estimates

FTB’s PIT and B&CT return projections are based pnnmpally ‘on-estimates of
state employment and civilian population. Since these latter two factors have
grown at higher-than-anticipated rates in recent years,. the number of returns
which the department has had to process has exceeded the budgeted levels. For
instance, FTB budgeted for. 10,429,000 PIT returns in 1979-80. As Table 5 shows,
‘however, it actually received 10,739,000 returns, an increase of 3.0 percent. Similar- -
ly, FTB now estimates that PIT a.nd B&CT returns in the current year will also
exceed the 1980-81 budgeted levels.
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Table 5
Return Estimates: Budgeted Vs. Actual
1979-80 and 1980-81

1979-80 , 19%0-81
. Percent Percent
. Budgeted  Actual = Change - Budgeted  Revised - Change
PIT returns 10,429,000 10,739,000 - +3.0% 10873000 11,090,000 - +2.0%
B&CT returns 314,000 341,000 486 333,000 380,000 ~+I4.1.
HRA claims Cne 625,000 519000 -170 570,000 515000 -96

Redirection of Resources

By underestimating returns, the department has underfunded its PIT and
B&CT operations budget in recent years. At the same time, however, FTB has
overstated its HRA program costs, as 1t has drastically overestimated the number
of HRA claimants.

As Table 5 shows, actual HRA claims in 1979-80 were 17.0 percent less than
originally budgeted. (For an explanation of why HRA program participation has
declined, see our analysis of Item 910.) Consequently, the department has been
able to redirect the following resources from the HRA program to the PIT and
B&CT programs:

e 1979-80: - 81.9 personnel-years

» 1980-81: 31.1 personnel-years

o 1981-82: 4.4 personnel-years

1981-82 HRA Claims Estimate Oversiuted

We recommend a reduction of 24 personnel-years and $34, 000 in the Homeo wners and
Renters Assistance program, based on more recent data on participation rates.
As shown in Table 4, the department is projecting 495,000 HRA claimants in the
budget year, a decline of 3.9 percent from its midyear estimate of 515,000 claimants
."in 1980-81. Data on claims received in the first six months of the 1980-81 fiscal year
is now available, and it indicates that only 504,000 claimants should be expected
in 1980-81. Applying the percentage reduction in claimants projected for 1981-82
by FTB (3.9 percent), we estimate 198182 claims at 484,000, rather than 495,000.
On the basis of this estimate, the budget request overstates the department’s needs
for the - HRA program by 2.4 personnel-years. We recommend that funding for
these personnel-years be eliminated, for a savings of $34,000 to the General Fund.

Declining Productivity Rates

While return estimates are usually the most important determinant of FTB’s
personnel needs, productivity rates can also significantly affect position require-
ments. The department tracks the rates—expressed in volumes per hour—at
which employees perform certain tasks. For example, an individual in the depart-
ment’s receiving section might handle 100 PIT returns per hour. FTB takes its
latest actual rates (in this case, 1979-80) and applies them to estimated 1981-82
volumes in order to determine budget year personnel-year needs.

- Using this approach, FTB determined that it needed 116.4 additional personnel-
- ‘years in'1981-82 to handle the work in its operations division. The administration,
however; reduced this amount by 27.0 personnel-years, on the basis that productiv-
ity rates for the receiving section were unusually Jow in 1979-80. The Department
of Finance applied 1978-79 productivity rates, which were substantially higher, to
estimate staffing needs, and reduced FTB’s budget request accordingly. We be-
lieve that this reduction will have a positive impact 6n the department’s produc-
tion rates; Wthh should be brought up to historical levels
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Data entry ’ :

We recommend a reduction of 33.3 pe:sonnel-yem and $490,000-to “FTB’s processmg
workload request, as FTB has understated expected productivity rates.

FTB keypunches much of the information contained on tax returns in n order to
speed processing, mathematically verify returns, and assist the audit function. In -
1979-80, the department experienced substantial reductions in the productivity
rates of its data entry operations. As illustrated in Table 6, the 1979-80 rates were -
much lower than either the 1978-79 rates or the average rates of the three preced- ‘
ing fiscal years. . ,

Table 6 -

Data Entry Productivity Rates =
 Strokes Per Haw' L Percent
Three-Year » S .. .Change -
Avemge i : 1979-80
| 1976-77 to Actual .- Actual - Over
Program Documents 1978-79 1978-79 197950 1978-79 - .
Personal income tax 3,329 3232 - 2985 . . —T16%
Bank and corporation tax.........memeonn 3492 © 3429 . - 2598 - T—=242
Homeowners and renters assistance .............. 3,469 3,432 2759 - =196
Political reform act 1,992 1,983 14120 —288.-
Contracts 3179 . 3,188 - 2682 - =159
~Administration 2,143 2248 - 868 R 4 e

FTB contends that the replacement of its entire data entry eqmpment invein:
tory with new machines in 1979-80 is responsible for the productivity decline. The
department encountered the following types of problems: :

o Units oftentimes overheated, causmg shutdowns,

o Slow response times; : ’ o

» Keyboard shortcomings (“shcky keys, keys in awkward pos1t10ns, etc. ), .

e :Poor vendor support (training, maintenance).

FTB believes that most of these problems have been resolved and that the
productivity rates for data entry should improve in both the current and budget
years. If that is the case; we believe the ‘board should have used the normal
production rates rather than the unusually low 1979-80 production rates, in cal--
culating budget year needs. -

We have recalculated FTB’s data entry needs usmg 1978-79 production rates
Our recalculation indicates that a 46.0 personnel-year reduction in the budget year-
- (pluas support positions) could be justified. We recommend, however that only.
two-thirds of these positions be eliminated, as:

o Approximately one-quarter of the productwrty “decline” was illusory in that

" the new equipment did not count strokes per hour cons1stent w1th the old
equipment, and

¢ We have provided for some-allowance to account for problems which have not
been totally resolved or which may be of 2 more permanent nature.

_Thus, we recommend a reduction of 33.3 personnel-years (which includes a reduc-

_tion in support staff), for a savmgs of $490,000 to the General Fund '

' Report on Declining Duic Entry Produchvﬂy :
. 'We recommend the adoption of supplemental report Ianguage requiring FT B to report to »
the Joint Legislative Budget committee by November 1, 1951, on productivity prob]ems in -
data entry operations.

Data entry operations command one-seventh of FTB’s work force, making it oné
of the most important tasks that the department performs. Thus, the precipitous
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drop in 1979-80 productivity rates gives the Legislature reason for much concern.
Accordingly, we recommend the adoptlon of the following supplemental report
language:
The Franchise Tax Board shall report to the Joint Legislative Budget Comxmttee
by November 1, 1981, on the decline in data entry productxon rates. The report
-should address the fo]lowmg areas:

- Specific reasons for the 1979-80 declines in productlon rates and the ways in -
which problems were addressed;

o Actual rate experience in 1980-81 and, to the extent that productivity has not
returned to historical levels, the department’s plan to accomplish that;

o The extent to which equipment problems may be due to the failure of the

- vendor to meet contractual obligations; and

+ Ways in which productivity gains resultlng from the installation of new data
entry eqmpment have been reflected in the department’s produchwty fig-
ures.

Temporary Help Conversions:

© Given the fact that FTB’s workload peaks around the income tax filing dates, the
department is forced to use a large amount of temporary help. Approximately
one-fifth of FTB’s 3,000 authorized personnel-years are filled through temporary
help positions. In recent years, FTB has attempted to reduce its reliance on tempo-
rary help by converting some of these personnel-years to permanent positions.

. Thesé conversions result in the following savings to-the state: (1) productivity
gains. resulting from a more expenenced and stable work force, (2) reduced
training .costs and (3) no.unemployment insurance costs.

There are, however, costs associated- with conversions. Permanent- positions
receive merit salary adjustments at faster rates than temporary employees, there-
by raising salary costs, and permanent employees tend to require higher health
benefit contributions. Overall, however, we believe the benefits to the depart-
ment in terms of net savings and improved resource management outweigh the
costs. Therefore, we recommend that the department continue to look for termpo-
rary help posmons which can be converted to permanent status.

1981-82 Conversions

We recommend the reduction of 3.5 personnel- -years and $50,000 to reflect the total savings
Wluch will accrue from temporary help conversions.

FTB’s 1981-82 budget calls for the conversion of 66 temporary help positions to
permanent status. The department, however, did not account for savings resulting
from the productivity gains which—the department asserts—will result from the
conversions. In response to our queries on this matter, FTB has acknowledged that
it should have included a savings of 3.5 personnel-years and $50,000. Accordingly,
we recommend that FTB’s budget be reduced by these amounts.

: ‘ _ M. AUDITS B
“Through the personal and bank and -corporation income taxes, FTB collects
one-half of -the state’s General Fund revenues. In order to protect the state’s
_ revenue base, the department.conducts an extensive audit program. As Table 7

shows, FTBis budgeted to spend $23 mllhon in 1981-82 in order to audit 1.4 mllhon
mcome tax returns.
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Table 7 -
.. FTB Audit Program
- 1981-82° '
: : . : . Average
- Personnel- Number of Tax

Personal Income Tax Years® Expenditures*® Audits Change

Desk...... 2139 . $4,944,000 816,000 $7.30

Federal audit 50700 ¢ - LT 912 - 2,218,000 -~ 325,000 24.72

Field. 93.9 ) 3,427,000 16,600 349 -

. SUDEOEALS ©viveieeiesumssesssereerseneenaenens (399.0) ($10,589,000) (1,157,600) ) -

Bank and Corporation Tax IR : o 7 ’

.- Federal audit reports ........couereees . 88 $249,000 10,400 $82.84

General corporations: . o : . g
Desk..o.rvune 340 . 970,000 146,000 . 579
Field........... _ 56.0 1,905,000 8,100 406

Apportioning' corporations: ' , .

- Desk. 200 - 659,000 22,300 320
Field—in-state :.....oicriceercrivianss 103.0 - 3,877,000 5300 - - 18.35
Field—out-of-state 117.0 4,792,000 - 8,400 13,07

" SUBLOLALS .ot (3388)  ($12,452,000) (200,500) —

Total, FTB Audit Program............ 7318 $23,041,000 1,358,100 —_

®These figures. have been adjusted downward to accourit for ehmmatron of FTB’s audit workload request
made by the specra.l adjustment.”

Types of FTB audits

Table 7 provides information on the various types of audits performed by FTB.
there are three general categories of PIT audits:

o Desk. Desk audits, which are conducted in FTB’s central office in Sacra-

" " ‘mento, are performed both by clerical and professional staff. FTB does several -
types of clerical desk audits (income discrepancies, head-of-household, mini-
ASTRA) but professionals work principally on returns selected by the depart-
ment’s computerized audit selection process known as ASTRA (Automated

-Selection of Tax Returns for Audit).

' .o Field. Field audits are performed by professionals in FTB’s district offices.
Again, returns are selected mainly through the ASTRA process.

o Federal Audjt Reports (FARs). FARs are sent to FTB by the Internal Reve-

'nue Service (IRS) in cases where federal tax hablhtles of California taxpayers

" are adjusted as a result of an IRS audit.

Bank and corporation tax audits are also divided into FARs, desk and field audits.
In addition, corporate returns are also classified according to whether a firm is a
general corporation, which conducts all of its business within California, or an
apportioning corporation, which conducts business mthm and outsrde of the state,

Allocation of Audit Resources ' .

The Legislature is confronted with requests for additional audlt resources virtu-
ally on an annual basis. Given the size and the importance of the audit program,
it is critical that the Legislature have a sound basis for evaluating requests for
additional ‘audit positions. Toward that end, the Legislature requested that this
office study different audit effectiveness measures and recommend the most ap-
propriate one. We responded to this request in a recently issued report (Report ,
“#81-3, February 1981)

" Report Recommendations ‘ :
We recommend the adoption of supp]emental report language dlrectmg the FT B to zmple-
_ment the recommendations made in.our report on audit e[kctweness criteria, ‘
Our review of the department’s audit selection process indicates that there are
‘a number of steps the board could take to 1mprove the efﬁclency with: Wthh its
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audit resources are used. Our major recommendations are summarized as follows: .

1. The board should allocate all audit resources, both existing and new, on the
basis of the marginal net assessments expected to be produced. Requests to
the Legislature for new audit resources should be based on the expected
marginal productivity of the additional resources, rather than on expected
average productivity or on the need to maintain an historical level of audxt
coverage.

2. FTB should also improve its ability to ra.nk returns for audit potentlal The

~board should test its existing screening and ranking processes; and try out new
criteria in order to improve the selection system.

3. The board should use the information derived from an improved ranking
process as the basis for shifting resources to their most productive uses. FTB
should move resources among its various audit groups so that the marginal
return is approximately the same for all groups.

4. FTB should use the effectiveness criterion of net assessments per dollar of
cost—rather than tax change per dollar of cost—in its audit program and in

_ reporting accomplishments to the Legislature in the Governor’s Budget.

5. Finally, the department should report results in the Governor’s Budget for
‘all of its major audit groups.

We recommend that the Legislature direct the department to implement these

recommendations.

1981-82 Audit Requests ‘

‘We recommend the deletion of 48.1 personnel-years and $753,000 requested for the expan-
sion of the PIT clerical audit program, as FTB has not yet proved that its existing resources
are efficiently used,

We further recommend that the department reclassify existing low productlwty profes-
sional posmons to clerical poszuons In order to perform the audits requested in FTB s audit
expansion request.

FTB originally had two distinct requests for additional audlt resources in 11981
82: (1) an'$825,000 request to maintain audit coverage at the 1980-81 levels in light
of a growing number of tax returns, and (2) a $753,000 request to expand its PIT
clerical program. As we have noted, the workload request was deleted from the

_ budget through a “special adjustment.” '

The way in which FTB established priorities on the two audlt requests is repre
sentatlve of the problems we perceive in the department’s audit allocation proc-
ess. In ranking the requests for budgetary purposes, FTB gave a higher priority
to its expansionrequest than to its workloadrequest. The department properly did
so because the clerical audits are expected to return over four times as much
revenue per dollar of cost than the workload audits. The problem is that the

- department should have been using its existing audit resources to perform these
high productivity clerical audits instead of directing auditors to much lower pro-

" ductivity cases. Clearly, FTB is not using its present audit staffin a manner which
maximizes revenue to the state.

‘Thus, rather than recommending approval of addmonal audit resources, we
recommend that FTB reclassify existing professional positions and/or redirect

* existing clerical positions in order that it can perform the high productivity PIT
clerical audits referenced in its expansion request. We must stress that even after
reclassifying and redJrectmg auditors to perform these clerical audits, the depart- .

~ment will still be reviewing returns in a// its audit groups. It will s1mply be doing
fewer audits in those groups with the lowest expected return and more audits in: -
those groups with the highest expected return. Consequently, the $753,000 and
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48.1 personnel-years budgeted for these audits is not needed, and we recommend
their elimination for a General Fund savings.

H. OTHER ISSUES

Collections Workload Increase

‘We recommend a reduction of $13,000 in FTB's request for addzhonal colleetzon resources,
based on the reclassification of certain Ppositions.

The budget includes a request for $515,000 to provide 30 new posmons to meet
workload growth in collections. We believe the positions are warranted. The
department,  however, has not allocated those positions between professional,
para-professional, and clerical employees in the most efficient manner. Essentially,
FTB’s request includes funds for professional positions where para-professmnals _
would be more appropriate.

In response to our concerns, the department has redistributed the requested
positions to reflect a greater reliance on para-professionals. This downgrading of
professional positions results in a net savings of $13,000. We recommend that this
amount be reduced from the collections workload request. -

Substandard Housing Program

The Substandard Housing program, established by Chapter 238, Statutes of 1974,
and amended by Chapter 1238, Statutes of 1978, provides funds to local agencies
for the support of housing code enforcement and rehabilitation activities. Prior to
1980-81, there were three types of state costs associated with the program: (1) the
state reimbursed local jurisdictions for their mandated costs in reporting the
names of substandard housing owners to FTB, (2) the state turned over to_local
governments any revenues generated by the disallowance of certain dédtictions
taken on rental units in violation of housing codes, and (3) FTB incurred costs in
administering the program. In 1980-81, however, the Legislature required that
mandated cost reimbursement claimed by local governments be reduced by the
amount of revenue: distributed to such governments

Mandate Item Siill Required

<~ We Tecontmend-that the Department-of Finance-be reqhested to submit an amendment

letter to establish a new Budget Bill item for legislative mandate costs assoclated with the
Substandard Housing program.

In establishing the mandated cost offset, the Legislature did not ehmmate the
mandate. Since there are some local agencies which incur reimbursable costs yet

" .receive no state revenues, there is still a need for a mandate item in the 1981

Budget Bill to accommodate these agencies. We recommend that the Department
of Finance submit an amendment letter establishing a new Budget Bill item which
provides the necessary funds. ,

Recommended Legislation

‘We recommend legislation which (1) .eliminates the state mandate that local agencies
notify FTB of housing code violations and (2) provides for the reimbursement of FTB
administrative costs from the Local Agency Code Enforcement and Rehabilitation Fund
(LACERF).

In December of 1980, our office issued a report on the Substandard Housmg
program. (“An Analysis of the Substandard Housing Abatement Program,” Legis-
lative Analyst Office, #80-25), which contained two important recommendations.
First, we recommended the elimination of the state mandate that local govern-

‘ments notify FTB of housing code violations. Many localities are not now comply-
ing with the law, and those which are would almost certainly continue to do so
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even if reimbursement were not provided.

Second, we recommended that FTB be reimbursed for administrative costs out
of the LACEREF: Since local agencies are the direct beneficiaries of this program,
we believe it is appropriate that they, rather than the General Fund, support the
cost of administering the program from the additional revenues reahzed asaresult
of their participation.

We recommend legislation which 1mp1ements these two recommendatlons

FRANCHISE TAX BOARD;CAPITAL OUTLAY

- Item 173-301 from the General ,
Fund, Special Account for S
Capital Outlay - SR Budget p. SCS 105

" Requested 198182 .......cccconimiriiiiionunennin. erteeteieesaane eesresereneerenees $96,399
Net recommended approyal ........ eereeeeeereiens fereeesrsseeivsaesenenesennnies $96,399

ANALYSIS AND RECOMMENDATIONS

District Office Alteration—San Frcnclsco
‘We recommend approval.

The budget proposes $96,399 for minor capital outlay ($100000 or less per
project) for the Franchise Tax Board. The proposed project would improve the
department’s San Francisco field office facilities. Specifically, it would alter the
public area to include a waiting area, and provide an open-office landscaped area

_for the Income Tax and Senior Citizens’ Property Tax Assistance Program. This
. program experiences a significant increase in workload during the tax season; and
‘the open-office concept would allow the space to be easily and economically
- rearranged to meet the seasonal workload. The proposed alteration would allow
more efficient utilization of available space and eliminate the need to lease addi-
tional space, and on this basis we recommend approval.

FRANCHISE TAX BOARD—REVERSION

Item 173-495 from the General o .
Fund C Budget p. SCS 94

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Chapter 1182, Statutes of 1979, appropriated, without regard to ﬁscal year, $50,-
000 from the General Fund to the Franchise Tax Board for administrative costs
incurred in implementing the jobs tax credit. FTB needed only $30,400 of the
appropriation; consequently, the remaining $19,600 has been budgeted to revert
on June 30 1981. We recommend approval of the reversion. :
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Budget p. SCS 106

Requested 1981-82
Estimated 1980-81
Actual 1979-80

..........................................................................

...................................................................................

Requested increase (excluding amount for salary
increases) $16,163,839 (+7.4 percent)

Total recommended reductlon

$234,211,287
218,047,448
175,307,123

$7,755,120

1981-82 FUNDING BY ITEM AND SOURCE

Item Description

176-001-001—Department of General Services. For
direct support of department operations.
176-001-003—Department of General Services. For
maintaining, protecting, and administering
- state parking facilities
176-001-022—Communications Division. For sup-
~port of Emergency Telephone Number pro-

. gram.

176-001-119-—Office of State Architect. For direct
support of specified plan checking services.

176-001-188—Department of General Services. For
support of energy assessment programs.

176-001-344-—Office of Local Assistance. For sup-
port of State School Bulldmg Lease-Purchase
- Program.

176-001-602—Office of State Architect. For support
of operations.

176—001-666—Department of General Semces For
support in form of revenues from agencies re-
ceiving products or services other than print-

ing. g .

176-001-739—Office of ‘Local Assistance. For sup-
port of State School Building Aid Program

176-001-915—Insurance ‘Office. For support of de-
ferred compensation insurance plan adminis-
tered by the office for state employees, as
authorized by Chapter 1370, Statutes of 1972.

176-001-961—Office of Local Assistance. For sup-
port of State School Deferred Maintenance Pro-

gram.

176-011 666—Department of General Services. Pro-

" vides authority whereby funds appropriated for

‘ Fund‘

General -
Géneral
- General
Architecture Public Building

Energ'y and Resources

‘State School Building Lease-

Purchase

Architecture Revolving

Service Revolvmg, other ac-
'hvmes : )

State School Building Aid

Deferred Compensation

State School Deferred Main-
tenance

General

purchase of automobiles or reproduction equip-

ment may be used to augment the Service Re-

volving Fund which finances General Services

carpool and reproduction services.

- 176-021-666—Office of State Printing. For support

" in form of revenues from agencies receiving
printing services.

176-101-022—Commumcat10ns D1v1s1on For reim-
bursement of local costs of implementing
Emergency Telephone Number program as au-
thorized by Chapter 443, Statutes of 1976.

Service Revolving, printing

Ceneral

Amount
$6,405,931
1,320,031

216,636

1,515,502
985,000
1,000,427

9,366,686
8165675536

81211201

$196.272

m’m

N/A

$34,406,118

$7,059,621
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* —Department of General Services. For maintain- . General (continuing appro- $1,493,500
ing and improving properties (1) acquired under priation)

the Property Acquisition Law or (2) declared sur-

‘plus prior to disposition by state.

—Department of General Services. For payment of General (continuing appro- - $2,753,593
claims resulting from the Motor Vehicle Liability priation) .
Self-Insurance Program, o :
—Office of State Architect. For verifying that plans -General (continuing appro- $167,500

of structures purchased with state funds are ac- priation)
" ‘cessible for use by physically handicapped. »

Totl SRR - - $234211,287

'Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS . : page

1.. Salary Savings. Reduce Items 176-001-666 and 176-021-666 by $4,- 191
267,177. Recommend a 6 percent salary savings requirement to
reﬂect prior-years’ experience ‘

- 2. Building Maintenance. Reduce Item 176-001-001 by $184,390 and - 193
Item 176-001-666 by $51,800., Recommend reduction to adjust for
delayed occupancy of state buildings. T

3. Prepayment of Low Interest Loans. Reduce Item 176-001-666 by 193

- $1,393,289. - Recommend deletion of funds requested to prepay
loans carrying interest rates below 5 percent. Also recommend
adoption of Budget Bill language prohibiting the Department of

" . General Services from reducing bulldmg rental rates in 1981-82 to’

- offset this reduction. ' :

4. State Police. Recommend adoptlon of supplemental report lan- 196
guage directing the Department of Finance to include the costs
of police and security services for the Capitol in pro rata charges

, for central administrative services.

- 5. State Police. Reduce Item 176-001-666 by $270,955. Recommend . 197

-~ glimination of pro rata police service field units in all areas other '
than Sacramento, Los Angeles, and San Francisco. - -

6. State Police. Reduce Item 176-001-666 by. $130,203, Recommend 198
deletion of proposed pro rata polxce serv1ce to Long Beach State

~ Building.

7. _Admmzstratzon Reduce Item 1 76'-001-6‘6'6‘ by $57,306. Recom- 199

" mend deletion of one position to eliminate administrative duplica-
. tion caused by appointment of new deputy director. '

8. Administration. Recommend adoption of supplemental report 199
language requmng the Department of General Services to report

‘ on energy savings in state facilities.

9. Office of the State Architect. Reduce by $1,400, 000 Recommend 201

- reduction in staffing and operating expenses for Structural Safety
Section, based on reduced workload.

*10. Office of the State Architect. Recommend that the Leglslature 204
not approve funds requested for handicapped plan checking until .
it has received certain materials regarding proposed regulations
- governing access to buildings for the physically handicapped.

11. Modify Public ‘Resources Code. Recommend legislation be 207

.. enacted to require the Office of the State Architect to prepare
economic feasibility studies on supplemental solar water heatmg
systems’ proposed for state buildings.
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12. Architecture Revolving Fund. -Recommend that prior to budget = 209
hearings, the Department of Finance report on the need to con-
tinue the availability of specific funds in the Architecture Revolv-
ing Fund.

GENERAL PROGRAM STATEMENT

The Department of General Services was estabhshed to increase the. overall
efficiency and economy of state government operations by (1) providing support
services to operating departments more economically than they can provide in-
dividually for themselves, (2) performing management and support functions as
assigned by the Governor and specified by statute, and (3) estabhshmg and en-
forcing statewide standards, policies and procedures. :

The department provides these services through two major programs: property
management services and statewide support services.

ANALYSIS AND RECOMMENDATIONS

" The budget proposes expenditures of $234,311,287 from various funds for activi-
ties of the Department of General Services in 1981-82. This is $15,966,319, or 7.3
percent, more than estimated current-year expenditures. Excluding federal funds
and reimbursements, the increase is $16,163,839, or 7.4 percent This amount will

increase by the amount of any salary or staff beneﬁts increase approved for the
budget year,

Table 1
Department of General Services
Total Expenditures by Source of Funds
1979-80 to 1981-82

Percent

: . Actual Estimated Proposed - of
Source of Funds 1979-80 1980-81 198182 Total
Direct Support: .

General Fund $10,285,754 $17,130,393 $19,416,812
Architecture Public Building Fund ........ 1,412,677 1,539,972 1,515,592
State School Building Aid Fund..... - 611,850 1,585,441 1,271,201
Deferred Compensation Plan Fund........ 141,957 189,914 . 1196272
State School Building Purchase Fund ... 74,451 524,285 1,090,427
State School Deferred Maintenance : ‘
Fund ‘ — 340,586 287,643
Energy and Resources Fund ...........ccoon. — 808,477 985,000
Federal Trust Fund ......... SOT—— 94,018 100,000 100,000
Subtotals, Direct Support .......c.ccovrveeeer $12,620,707 $22.219,068 $24,862,947 10.6%
Revolving Funds and Reimbursements: , )
Service Revolving Fund, Miscellaneous ... $124,235644 " $153,701,545 . $165,675,536
Service Revolving Fund, Printing 30,505,467 33,109,442 34,406,118
Architecture Revolving Fund .......c.ciue. 8,039,323 9,117,393 9,366,686
Reimbursements .75,411 197,520 —
Subtotals, Revolving Funds and Belm- . )
bursements $162,855,845 $196,125,900 $209,448340 89.4%
Total Expenditures $175,476552  $218,344,968  $234,311,287 100%
Less: . . ,
Federal Trust Fund .......c..coooevcevrvcvervenrrnnens 94,018 . 100,000 100,000
Reimbursements 75411 197,520

Total, State Funds $175,307,123 - $218,047,448  $234,211,287
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Table 1 presents a summary of total department expenditures, by source of
funds, for the three-year period ending with fiscal year 1981-82. The department
is funded by direct support appropriations, revolving fund appropriations, and
reimbursements. Direct support refers to monies appropriated specifically to sup-
port General Services’ operations. Revolving fund appropriations and reimburse-
ments permit the department to expend specified amourits from revenues it earns
* by providing services and products to customer agencies. Table 1 shows that 89.4

percent of the department’s costs is supported from revenues earned, while 106

percent is funded by direct support.

Table 2 identifies the allocation of staff among department functions over the
three-year period ending June 30, 1982. As the table indicates, 4,122.6 personnel-
. years are proposed for the budget year—a net increase of 57.7 pérsonnel—years or

- 1.4 percent. It should be noted that the authorized positions for 1980-81 include
83.5 positions established administratively during the current year,
Table 3 presents total expenditures by program element during the three-year
period ending June 30, 1982.
Table 4 shows the changes reflected in the proposed 1981-82 budget resulting
from workload adjustments, cost increases and new programs. It shows that, of the
- changes totaling $18,787,018, 59 percent are for workload, 38 percent are for in-
creased costs, and 3 percent are for new programs. Fourteen percent of these
- changes have already been implemented by administrative action.

Table 2
- Department of General Services
Staff by Programs
1979-80 to 1981-82
Filled - Authorized Requested

i Positions - Positions Positions  Percent
. Operating Unit . 1979-80  1980-81 198182  of Total

1.. Property Management Services 15838 L7175 17615 £.7%
a. Architectural consulting and ‘construction 2795 286.6 286.6

b. Buildings and grounds L1092 11826 12196
c. Facilities planning and development ......cccc.coocceens - 114 123 12.3
d. Local assistance _ 2.6 818 888
€. Real estate services ' 862 802 - 802
f. Space management. ; : 719 740 740
2. Statewide SUppOTHiVe SErvices .........irmescrsemmmsises 2,015.3 2,1944 2,206.9 53.6%
a. Administrative hearings 662 746 726
b. Communications........ 267.6 2780 - 2780 -
c. Fleet administrah'nn 1332 1543 1543
d. Insurance services .23 253 25.3
e. Legal services : : 184 193 193
f. Management services e 11— —— 259.1 288.1 288.1
..g. Office services.... : \ 199.0 214.1 2135
h. Procurement 1925 289 2089
i. Records management . 307 326 409
j. State Police ... . 2382 . 3170 '323.0
k. State printing , ' ‘ 551.0 564.0 564.0
- 1."Small business procurements and contracts............ 105 123 131
m. California Office of Minority Busmess Enterpnse 56 59 - 59
3. Administration : _ 123.0 153.0 154.2 3.7%
Totals...... 37221 4,064.9 4,122.6 100.0%

Percent Change » ‘ _ 9.2% 1.4%
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Table 3
Department of General Services
Total Expenditures by Program

1979-80.to 1981-82

- Actual Estimated Proposed
Program : . S 1979-80 1950-81 1981-82
1. Property management services . :
a; ‘Architectural consulting and construction ...... $12,161,403 $13,525,442 $13,544,706 -
b.: Buildings and grounds 27,530,890 34,632,816 35,597,165
¢. Facilities planning and development............... . 415,804 510,985 525,320
d. Local assistance 780,781 2,428,012 2,688,300
e. Real estate services 3,112,139 3313612 '3,390,310
f. Space management 2569405 = - 3012842 = 3,097,824
-g. Building standards cOmMImiSsion ................ceceicie 69,195 — =
h.. Building rental account 23,298,275 - 29,397,581 33,765,828
i Property Acquisition ACt ....c.cccoverrueierrresesssnsenns 1,066,694 . 1,648,000 1,493,500
j. Physically handicapped plan checking.............. 140,882 154,000 167,500
k. OSA—Unsafe school investigation ............ccueene - © 518159 —
Total, Property Managment Services -....... e $71,145,468 $89,136,449 $94,270,453
2. Statewide support services . . G Y
a. Administrative hearings.................iicrueenrerrsivenns $2,967,644 $3,430,487 $3,514,217
b. Communications . 25,429,119 31,404,388 33,257,415 -
c. Fleet administration 14,037,360 15,469,302 17,930,656
d. Insurance services . T 982,132 1,354,206 1,412,556
e. Legal services 776,066 894,815 . 917,969
-f. Monitoring computer—State Capitol ................ — 160000 . —
g. Management services office............cccrnmrerecereoense 7,496,123 9,115,421 9,384,253
- h. Office services : .. 8,383,752 10,079,399 :10,534,024
“i. Procuremerit 21,693,224 25,351,577 .96,679,899
j. Records management ....... 1,762,878 1,984,590 2,009,316
k. State Police 8,135,815 9,465,108 79,886,826
1. State printing. 30,505,467 33,109,442 34,406,118
m. Small business procurement and contracts... BL604 - - 546,782 . 697,607
n. California Office of Minority Busmess Enter- : o
prise 176,777 195,542 202,302
0. Motor vehicle parking facnhtles .......................... 876,340 © 1,120,865 -1,320,031
p- Motor vehicle insurance ............. ; . 2,312,431 2,618,586 2,753,593 -
‘Totals, Statewide Support Services . $125886,732  $146,300,510 - $154,906,782"-
. 3. Administration......; - $3,922,675 $5,393,191 - $5,638,431
4. Emergency Telephone o . 614,567 4,814,818 7,059,621
Subtotals , - $201560442 $245,644968  $261,875,287
Distribution of intrafund transfers..... . —26,092,890 —27,300‘,000 - —27,500,000
Unallocated General Fund reduction...............: o QRCSEE —64,000
Total Net Expenditures : $175,476,552 $218 344 968 $234,311,287
Percent increase over previous year.......cee.., - 24 4% - - . 13%

Undereshmuied Salary Savings
" We recommend an increase in the proposed salary sa vmgs requirement to 6 percent, for
"-a savings of $4,267,177 in Items 176-001-666 and 176-021-666.

When budgeting for salaries and wages, agencies normally recogmze that salary
levels will fluctuate and that-all positions will not be filled for a full 12 months.
Savings accrue due to vacant positions, leaves of absence, turnover; delays in the
filling of positions, and the refilling of positions at the minimum step of the salary
range. Therefore, to prevent overbudgeting, an estimate of salary savingsis includ-
ed in each budget as a percentage reduction in the gross salary and wage amount.
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Table 4
Department of General Services
Proposed 1981-82 Budget Changes

" Goneral  Special  Federal

" Fund Funds Funds Other Total
1980-81 Current Year Revised.... $17938870  $1530972  $100,000 - $198568606 -~ $218,147,448
L. Workload Changes = ‘

a. Police and security services

633,446 - 633,446

b. Building maintenance, TEpairs ... 553,520 - - - 1,638,384 2,191,904
c. Structural safety ............. . — —299350 - —37284 336,634
d: OSA change orders . - - - 116514 116514
- €. EDP procurement........mmmmiseseomersse - - - ~ 94710 94,710
f. Data processing ....... - - - 770,326 -T70,326
g. Vehicle operation.... - - - 2,146,373 2,146,373
h. Mail and messenger ... - - - 422389 - - 422389
i. Portable classrooms ..... - - - 137,560 137,560
j- School lease-purchase.... - - - 1,000,427 1,090,427
k. Microwave equipment ..........cmummmre: ‘ - - - 1,131,627 1,131,627
1. Special education heanngs - - - 239,372 239,372
m. Electronic hearing reporters - - - 93,507 . 93,507
n Contractﬁscal SEIVICES...cum. - - - 9547 99547
0. 911 emergency telephone .........wuwe 2.944,303 - - — 2,244,803

{Subtotal, Workload Changes) . — - ($8516958)  ($11,075,931)
9. Cost Changes '
" a. Merit salary ad]ushnent .............................. - 901,128 962,592
b.. Staff benefits o : — - 194298 206,342
¢. Operating expenses and equipment ...  ~544,005 LRI — 6,502,895 5987,267
" {Subtotal, Cost Changes) ... - (—$473,067)  ~ ($30.947) —  (§7,598321) * ($7,156,201)
3. Program Changes . . o
a. State register o — - —_ 211218 211,218
b:: Recycle/disposal center ......ummmmwsmess - - - 205,982 205,982
: ‘¢, Energy management assessment - 80,000 — - - 80,000
o d Energy PTOJECES...coivsivosersmssimssomsssmssssesie 571686 - - — 57,686
(Subtotal Program Changes e (S1BT886) I S (ST 200) T ($554,886)
4. Adjustment for Midyear BCPS......e = 440 —2867202 - —2,623179

198182 Proposed Expenditures ... S0ML812  SI51S50 100N  SRIR00R0 $24DILET
For.1981-82, the department proposes a salary savings rate equal to 2.1 percent
of total salaries and wages, or.$1,763,624. Our analysis indicates that this rate is
substantially below the actual salary savings rate for the past several years.
“Table 5 displays the actual and estimated salary savings rates for the department
during each of the last five years. It shows that the 2.1 percent salary savings rate
budgeted for 1981-82 is 4 percent below the Jowest salary savings rate expenenced
by the department during the five-year period we analyzed. ~
- “Accordingly, in order to accurately budget for the departments’ personnel
needs, we recommend increasing the 1981-82 salary savings rate to 6 percent of
total salaries and. wages, for an additional savings of $3,274,887 over the $1,763,624
- budgeted. By reducing the net salaries and wages figure, this recommendation
would also permit a reduction of $992,290 in staff benefits, for a total personal
services savings-of $4,267,177 in Items 176-001-666 and 176-021-666. A portlon of
these savmgs would be passed on to the General Fund.
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Table 5
Department of General Services
Estimated Versus Actual Salary Savings
1975-76 to 1979-80

_ Difference Bres . Ftimated . Actual

Bstimated Actusl Actual Bitimated Svings Sty Sy
Salaries Sularies Salary Salary (Actual Swvings  Savings
and Wages and Wages ~ Savings Savings Estimated) Rate®  Rate*
$12192845  SGTRIONAS  $4373000  SLISTES0 83215320 16%  61%

. 66453763 60,396,268 60574% - STTIATS® 980,120 87 01
- 65958754 61,721,839 4236915 1076434 3160481 16 64
61,471,982 57529743 . 3942,939 8TI301 - 3064938 14 64
58,107,382 53,708,592 4,398,790 834,618 3514172 15 76 .

3'Actual or estimated salary savings divided by the estimated salaries and wages figure.
b Includes Section 27.2 reduction which included staff benefits, salaries and wages.

1. 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.

Buildings and Grounds

. The ‘Buildings and Grounds Division provides custodial, maintenance and
groundskeepmg services for state buildings. The state has adopted workload stand-

" ards established by the federal government which are designed 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 four new:positions to provide maintenance and opera-
tion of the-gasification system. being installed at the.Sacramento Heating and
Cooling Complex, which is scheduled to begin operation in April 1982.

Second, the budget includes $262,552 for additional special repairs to various
state buildings. These funds are proposed in addltlon to the baseline repair budget
of $495,987. '

Third, the budget proposes 39 new posmons to prowde services to eleven new
buildings expected to be occupied in the current and budget year. The new
buildings include eight Department of Motor Vehicles facilities, the restored West
Wing of the Capitol, the new Water Resources Bulldlng in Red Bluff, and the new -
Long Beach State Building. i

v 'Ad|usf Maintenance Costs for Delayed Occupancy -
" We recommend. deletion of $184,590 in Item 176-001-001 and 851,800 in Item 176-001-666
because occupancy of the Long Beach State Building and the West Wing of the State Capltol
will be delayed

The budget includes sufficient resources to staff the maintenance duties at the
new Long Beach State Building. from November 1, 1981, to June 30, 1982, and the
West Wing of the State Capitol from July 1, 1981, to June 30, 1982. These bu11dmgs
however, will not be ready for occupancy until January 15, 1982 and December 1,
1981, respectively. Therefore, we recommend that funds budgeted for mainte-
nance during the period prior to the pro;ected occupancy date for these bu1ld1ngs
be deleted, for a savmgs of $184,390 in Item 176-001-001 and $51 800 in Item
176- 001 666.

Bunldmg Rental Account
.We recommend deletion of $1; 3.%’,289 Ffrom Item 176-001-666 to eliminate funds requested
_to prepay State Public. Works. Board Certficates bearirig interest rates below 5 percent.
. We further recommend adoption of Budget Bill language prohibiting the Departinent of
General Services from reducing building rental rates in 1981-82 to offset this reduction.

1081685
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The Public Buildings Construction Fund was established in 1955 to finance the
construction of state buildings. The fund’s revenues were derived from the pro-
ceeds of building certificates sold to state agencies with jurisdiction over special
or trust funds. The Government Code provides that certificates may be sold if the

" State Public Works Board and the purchasing agency are in mutual agreement,
and the interest rate does not exceed 5 percent per ‘year.

*Since 1955, three issues of building. certificates have been purchased by the
Public Employees” Retirement System to finance eight state buildings and one
garage. The certificates require that, as long as any certificates of the issue remain
outstanding, the rent paid by the agencies occupying the bulldmgs must be suffi-
cient to provide for the retirement of all certificates in the issue.

The Department of General Services has adopted a policy of chargmg a smgle
building rental rate statewide, regardless of the means used to finance the con-
struction or purchase of the particular building. All funds from the rental charges
are deposited in the Building Rental Account of the Service Revolving Fund,
which funds buildings and grounds maintenance, operating expenses and the
rental payment to the Public Buildings Construction Fund. All funds remaining
in the Building Rental Account at the end of the fiscal year revert to the General
Fund.

The Building Rental Account has transferred $4, 130 331 each year to the Public
Buildings Construction Fund to pay the principal and interest on the certificates.
However, the monthly amount of principal and interest owed to. PERS declined
in June 1979, when the final payment to retire the debt for the San Francisco State
Building was made. Rather than reduce the monthly payment to PERS, the de-
partment has applied the amount paid previously for the San Francisco Bulldmg
to the prepayment of certificates on the Oakland State Building. When this build-
ing is paid off, the department plans to accelerate payment on other buildings. The
department estimates the prepayments will total $734 685 in 1980-81 and $1,393,289
in 1981-82.

. The prepayment of loans bearing interest rates below 5 percent is contrary to
the financial interests.of the state, given that these funds would earn more than
10 percent for the General Fund if depositéd in the Pooled Money Investment
Account. For this reason, we recommend that $1,393, 289 be deleted from Item
176-001-666.

If the Legislature approves this recommendation, the reductlon in Building
Rental  Account expenses would result in. either (1) ‘a larger reversion to the
General Fund or (2) a reduction in building rental rates.

Because the proposed budget for each state department includes an amount
sufficient to pay building rental charges at the rates published 'in the price book,
a reduction in the price book rates would result in a windfall to departments with
offices in state buildings. To prevent such a windfall, we recommend that the

_department maintain its building rental rates in 1981-82 at the established levels.
Accordingly, we recommend that the followmg Budget Bill language be added to
Item 176-001-666:

« provided further, that the Department of General Services shall not

-reduce its building rental rates for 1981-82 to offset reduced payments to the

Public Bu1ld1ngs Construction Fund »

Local Assniance
" We recommend approval .
The Office of Local Assistance (OLA) admmlsters the following four major-

programs providing fundmg for the acquisition and development. of school sites, -
construction or reconstruction of school buildings, maintenance of existing school ‘
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facilities, and the placement of portable classrooms: (1) State School Building Aid,
(2) Portable Classroom, 3) Deferred Maintenance and (4) State School Lease-
Purchase.

The budget shows that 12 new positions were adrmmstratlvely added in the
current year, two of which are proposed to continue in the budget year to meet
the workload demands created by Chapter 1354, Statutes of 1980 (AB 2196), which

-provided an additional $15 million for the Portable Classroom Program. In addi-
tion, the budget proposes the establishment of 19 limited-term positions in the
current year and 38 limited-term positions in the budget year to handle increased
workload in the State School Lease-Purchase Program. Chapter 288 (SB.1426) and
899 (AB 2973), Statutes of 1980, augmented the Lease-Purchase Program by $208
million and $100 million in 1980-81. Chapter 899 will provide an additional augmen-
tation of $200 million in 1981:82 and each subsequent fiscal year.

2, Staiewnde Support. Servuces

The stateW1de support services program consists of 15 program elements. Table
3 lists the elements and.the expenditures for each over the three-year penod
ending June 30, 1982.

State Police

The California State Police Division provides two basic types of services: general
law enforcement services and security services. The provision of these services is
funded from three different sources: “General Fund,” “pro rata,” and “contracts.”
Table 6 shows the positions and expendltures supported by each of these fundmg
sources:

Table 6
California State Polica
Positions and Expenditures by Source of Funds

1981-82
General : :
. v Fund Pro Rata - Contracts Total
Positions ... i . : 74.2 1399 1089 "33
Expenditures $2,541,049 - $4,285851 $3,365,346 - $10,192,246

The positions supported from the General Fund are used to protect the State
Capitol area and constitutional officers. The positions supported by pro rata
charges provide routine police protective or law enforcement services for state
facilities located in major metropolitan areas. All state agencies within the protect-
ed area are charged a fee for these services. The charge to individual agencies in
1981-82 will be $0.33 per square foot of bulldmg space and $0.08 per square foot
of parking lot space.

The positions funded from the contract services category are used to provide
security. services at a higher level than that supported by pro rata charges. An
agency may request contract services when it identifies a security problem and a
State Police security survey recommends additional security personnel. The 1981-
82 hourly charges for contract services will be $23.50 for a police officer, $21.75 for
a security officer, and $14.35 for a security guard.

Funding Aliernuhves for Emergency Response Cupubmfy

The Supplemental Report of the Budget Act of 1980 directed that our offlce
report on the current staffing levels and funding sources of pro rata police services,
and make recommendations including funding alternatives for emergency re-
sponse capablhty
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Table 6 shows that the State Police propose 139.9 positions for prorata services
in 1981-82. This figure represents the average allocation of staff based on fixed beat
assignments and time records kept by the State Police. The actual number of
officers providing pro rata services varies, depending on workload requirements,
Generally, the pro rata positions are used to augment the number of positions
available for contract services and General Fund functions, when necessary. When
the demand for contract services or General Fund supported services is such that
additional officers are needed to provide these services, personnel are shifted from
pro rata patrol to meet the demand.

State Police fixed beat as51gnments provide for three pro rata police officers 24
hours a day, 7 days a week in Sacramento, and from 2 to 7 police officers in Los
Angeles and San Francisco, depending on the time of day. Pro rata staffing also
includes some security guards and additional staff in areas other than Sacramento,
Los Angeles and San Francisco.

One method of increasing emergency response capability is to increase the
number of personnel providing pro rata services. Based on current CSP staffing
policy, the provision of one additional police officer 24 hours a day, 7 days a week
in Sacramento would require adding six positions at a cost of $164,877. In Los
Angeles or San Francisco, five positions would have to be added, at a cost of
$137,898.

Another alternative is to rely on the California Highway Patrol (CHP) and local
law ‘enforcement agencies to provide backup personnel when necessary. Both
CHP and local law enforcement personnel provide routine patrol services and can,
under the terms of mutual aid agreements, be called in when a situation cannot
be handled by CSP staff.

Increasing the number of personnel providing pro rata services would require
additional expenses for services that are not justified most of the time. Generally,
both the CHP and local agencies have more resources than the CSP and will be
called for assistance in any serious emergency. The presence of additional CSP
personnel would reduce, not replace, the need for assistance from other agencies.

Our analysis indicates that relying on other law enforcement agencies would not
increase the response time for emergencies. We surveyed local law enforcement
officials in several areas of concurrent jurisdiction with the CSP. All of the local
agencies reported a goal of between three and five minutes for responding to top
priority calls. Actual average response time was slower. However, in most cases it
was less than 10 minutes. The State Police have established a goal of a 15-minute
emergency response time. They were unable to prov1de any statistics on their
actual response time.

Given the cost of i mcreasmg emergency response by providing additional per-
sonnel for pro rata services, we believe relying on the CHP and local law enforce-
ment personnel for. emergency response is preferable.

Allocate Cost of Protecting Capitol and Constitutional Officers

We recommend the adoption of supplemental report language directing the Department
of Finance to include the costs of police and security services for the Capitol and the
protection of constitutional officers as a cost of general administration when developing rates
for pro rata charges for central administrative services.

State Police protection of the Capitol and constitutional officers is funded from
a General Fund appropriation. This appropriation provides support services for
the general administration of the state. As such, the services benefit General Fund
and special fund agencies alike. No procedure, however, has been established to
collect from the special funds their proportlonate share of the cost of providing
these services.
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A portion of most general administrative costs of the state, including the costs
of the Legislature, are recovered from special funds through pro rata charges for
central administrative services. These charges are authorized by the Government
Code and administered by the Department of Finance and the Board of Control.

We believe that the costs of providing police and security services to the Capitol
should be included in these pro rata charges. The Department of Finance esti-
mates that 15 percent of legislative costs are recovered from special funds through
‘these charges. Therefore, inclusion of these costs in the calculation of general
administrative costs would recover about $375,000 from special funds and result in
a corresponding savings to the General Fund. Accordingly, we recommend the
adoption of the following supplemental report language:

“The Department of Finance shall include costs of providing police and security

services to the Capitol and constitutional officers as a general administrative cost

when developing rates for pro rata charges.”

Eliminate Small Pro Rata Police Field Units

We recommend that funding for pro rata police service field units in all areas other than
Sacramento, Los Angeles, and San Francisco be deleted, for a savings of $270,955 in Item
176-001-666.

The provision of police services to state property is a responsibility of both the
California State Police (CSP) and local law enforcement agencies. The California
Administrative Code specifies that CSP’s jurisdiction includes all state property
“owned, leased, rented, controlled, used or occupied” by any state department in
most of the state’s metropolitan areas. Local governments are required by law to
provide basic police services to everyone within their political confines.

Generally, local police agencies defer to the CSP in matters of law enforcement
when state property is involved. Although they acknowledge concurrent jurisdic-
tion over state property, local police regard the State Police presence as a volun-
tary preemption of their need to respond to routine calls. Local police, however,
will respond t6 emérgency calls on state property.

A 1979 Department of Finance report entitled “Centralized vs. Decentralized
Services, Phase III—-California State Police Division” concluded that “over a peri-
od of many years, there has evolved a duplicative and unnecessarily expensive law
enforcement capability within the CSP. Rather- than supplementing local law
enforcement capability with facility security personnel as is common private-
sector practice, the state has unilaterally supplanted local law enforcement on
much of the state’s property.” The study recommended that CSP services in areas
other than the Capitol and surrounding area should be sharply reduced because
of the capability of local law enforcement agencies to provide these services. Our
analyS1s indicates that the elimination of CSP’s basic police and security services
in areas served by small field units would not significantly affect the level of service
provided in these areas.

Table 7 shows the positions budgeted for pro rata services in field units outside
Sacramento, Los-Angeles and San Francisco in 1980-81.

San Bernardino and Stockton have officers on patrol 24 hours a day, ﬁve days
a week. All of the other locations have two police officers on patrol two shifts a day,
five days a week. Although the officers are on call at other times, the primary
response to an emergency call is often made by the local law enforcement agency.
Even when the State Police are on duty, local law enforcement personnel must

- respond when the situation cannot be handled by the small CSP staff.
Because current staffing patterns do not provide 24-hour protection in these
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Table 7
California State Police
Pro Rata Positions Outside Sacramento, Los Angeles
and San Francisco, by Field Unit

1980-81

Security

; : Police Officer/
Field Unit . Sergeant Officer Guard Total-
Fresno 1 2 — 3
Redding - 2 —_ 2
San ‘Bernardino 1 1 2 4
San Diego 1 2 —_ 3
Santa Ana —_ 2 — 2
Stockton 1 1 2 4
Totals 4 10 4 18

areas, and because the state must rely on local police for law enforcement services
in many situations already, we do not believe that the elimination of these field
units would have an adverse impact on the state facilities in those areas. According-
ly, we recommend the elimination of the field units. The department has indicated
that it would eliminate one contract security guard position if this recommenda-
tion is adopted. This would result in a total reduction of $499,955 and 19 positions.
The department, however, would incur one-time costs associated with remowval of
pro rata services from those areas of approximately $9,000 plus relocation expenses
of $10,000 per employee. Because the CSP personnel in these field units spent
about 500 hours during 1979-80 on intermittent cortracts, including bailiff services
for the Court of Appeals, and “general fund” services, we believe that the Sacra-
mento staff should be augmented by one position and $30,000 if our recommenda-
tion is approved, so that these services can still be provided.: Thus, the net.savings
would be $270,955 and 18 positions in Item 176-001-666.

Reject Expansion of Services

We recommend that six positions proposed for pro rata pollce services to the Long Beach
State Building be deleted, for a savings of $130,203 in Item 176-001-666.

The budget proposes $130,203 to fund six positions to provide pro rata police
services to the new Long Beach State Building. The department also proposes the
establishment of a new Long Beach unit to provide services to other state facilities
in the Long Beach area. These facilities are currently served from the Los Angeles
office. The budget, however, does not propose to transfer staff from Los Angeles
to Long Beach to reflect this shift in workload.

We recommend deletion of the proposed positions for several reasons. First, as
discussed above, we believe that the CSP policy of supplanting local law enforce-
ment on all state property unnecessarily increases state costs without producing
a commensurate increase in services available to the state. Second, the department
has submitted no justification for the addition of six positions to provide protection
to a 156,225-square-foot building. This level of staffing is not comparable to the
staffing provided state facilities in other communities, as shown by Table 7.-For
example, San Diego has over 400,000 square feet of state building space charged
for pro rata patrol services and only:2 police officers.- Third, the level of staffing
proposed for the Long Beach State Building would cost the state three times more
than the amount of revenues generated from pro rata charges in the new building.
Revenues from the new building would be about $55,000 at the price book rate,
while expenditures would exceed $160,000 on an annual basis.
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Finally, the budget ‘assumes that the building will be occupled dNovember 1,
1981. As discussed earlier, the Long Beach State Building will not be ready for
occupancy until January 15, 1982. -

3. Admlmstrahon

The administration program contains executive management, fiscal, and per-
sonnel functions which support the department’s line programs. The department
also provides accounting, budgeting; consulting and personnel services to a num-
ber of smaller state entities on a reunbursable bas1s

Eliminate Administrative Duplication

We recommend deletion of one position and 357,706 from Item 176-001-666 to eliminate
administrative duplication caused by the appointment o!' a new deputy director respons:b]e
for the State Police Division.

. The Director of General Services appomted a new deputy dlrector during the
" current year, and gave the new position responsibility for the State Police Division.
In order to make the appointment, the Director utilized an exempt entitlement
for a Procurement Officer. Before this appointment was made, the department
had three deputy directors and one assistant director, each with responsxblhty for
four to six of the department’s divisions.

_The appointment of a deputy director responsible for one division has created -

unnecessary duplication in the administration of the department. According to
“their duty statements, both the deputy director and the State Police Chief are
. responsible for planning, organizing and directing the activities of the California
" State Police Division, and for developing and directing major programs. -

. Because it is unnecessary to have two individuals responsible for directing the
activities. of the. same division, we recommend deletion of the deputy director
‘position-and: $57,306 from Item 176-001-066.

Energy Assessment Progrum
We recommend the adoption of supplemental report language requiring the Department
of General Services to report on energy savings in state facilities resulting from the depart-
| ment’s energy assessment program,
The department is requesting $80,000 for two new positions to assist “state
- departments with meeting théir responsibilities to reduce energy usage.” Last
year, the department added four positions and $429,466 for consultant contracts
to implement an energy conservation program for state facilities.

- Because the department doesnot have information on the actual energy savings
resulting from the program, we are unable to determine the c¢ost-effectiveness of
this program. Furthermore, the lack of information on savings may result in over-
budgeting of operatmg expenses for utilities for departments which have ex-
‘perienced savings due to this program.

-To ensure that energy conservation programs are cost-effective and that depart-
mental budgets accurately reflect energy costs, we recommend adoption of the
following supplemental report language:

“The Department of General Services shall submit a report to both: fiscal

. committees and the Joint Legislative Budget Committee by November 1, 1981,
... which identifies the dollar savings for each department resulting from the ener-
..gy assessment program, and shall include statistics on the actual and estimated
- _energy consumptxon and utility costs of each department for the prior, current

and budget year.

4. Emergency Telephone Numbers—l.ocal Asslsfcmce '

Under this program, the Department of General Services reimburses local pub
lic-agencies for their costs in 1mplementmg emergency telephone number sys-
tems.
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Chapter 1005 Statutes of 1972 (AB 515) , requires local public agenc1es to estab-
lish emergency telephone systems to enable an individual to contact emergency
services, including medical service, police and fire protection, by dialing “911.”
The act requlred that the Communications Division of General Serv1ces promul-
gate 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 General ‘
Fund to receive the tax proceeds.

3. Created within the Department of General Services an Adwsory Commlttee ,
on the State Emergency Telephone Number.

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

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

Chapter 352, Statutes of 1978 (SB 1457), extended various time requirements for
implementing the 911 emergency telephone number program. Chapter 352:re-
quires the Communications Division to assistlocal government agencies in placing
firm orders for.their “911” systems with local telephone companies by July 1, 1981.
Currently, there are 60 local agencies operating “911” systems and 118 systems on
order. In addition, 59 systems have been. approved and 31 are currently being
reviewed. The department budget proposes total expenditures of $7,276,257 for -
the program in 1981-82; including $7,059,621 for reimbursement to local agencies
and $216,636 for state administrative costs. The reimbursement funds would cover
installation costs of $1,747,671, first-year annual costs of $2,231,024, recurring costs
of existing systems of $3,055,926, and $25,000 for printing “911” decals

5 ‘Office of State Architect

The Ofﬁce of State Architect (OSA) provides two basic services. Flrst OSA
- provides architectural/engineering services and construction inspection services
for all state projects, as required by law. Second, OSA provides plan checking
services pursuant to (a) the Physically Handicapped Building Aecess Law, (b) the
Field Act for school buildings (earthquake safety), and (c) hospital seismic safety.

OSA is reimbursed for architectural/engineering (A/E)-and inspection services:
from funds deposited in the Architecture Revolving Fund. Funds appropriated by
the Legislature for specific capital outlay projects are deposited in the fund and
assessed for services provided by OSA. Consequently,.this portion of the office
workload is dependent, for the most part, upon the level of capital outlay approved .
by the Legislature; Costs related to school and handicap access plan checking are
reimbursed in-an amount equal to a percentage of the project’s estimated con-
struction costs, while hospital plan costs are rexmbursed on a dlrect cost plus.
overhead basis.

The Budget Bill includes three appropriations for the Office of State Archltect—
“(a) $9,366,686 from the Architecture Revolving Fund for A/E and ‘inspection
services, (b) $1,515,592 from the Architecture Public Building Fund for plan
-checking and inspection of schools, and (c) $2,662,428 from the Service Revolving
Fund for hospital plan checking, handicapped access plan checking and program
costs unrelated to spec1ﬁc capital projects. The total budget request amounts to:
'$13,544,706, which is $19,264 or 0.1 percent more than estlmated current year
expenditures. _

In addltlon to prov1d1ng for general prlce mcreases, the OSA budget proposes
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three maJor funding changes:
1. A reduction of $336,634 and four positions due to reduced workload in plan
checking activities. Our analysis of this workload is discussed below. ,
2.  The addition of $116,514 and three positions for increased workload related
to construction change orders. These positions are needed to meet temporary
increased workload, and are limited in term to June 30, 1982, and .
". 3. A'reduction of $200,000 in the Art in Public Building program. Funds for this
program now appear in the Art Council’s budget as requxred by Chapter 493,
Statutes of 1980.

Public Schools and Hospitals Plan Checkmg Program

We recommend that 27.5 authorized positions in the structura] safety sectlon be el:mmat-
ed, for a savings of $1,400,000.

In the past, the OSA Structural Safety Section’s workload hasbeen hrmted to the
review of public schools and hospital construction projects. OSA checks plans
developed by others for conformarice to code requirements, and- inspects and
meonitors the construction program to assure conipliance with the plans.

OSA'’s staffing requirements for this program are directly proportionate to the
- number and complexity: of publi¢ school and hospital projects to be undertaken
during the fiscal year. Consequeritly, the Office of the State Architeet has devel-
oped staffing standards which relate to the construction value of the projects to
be reviewed. The Governor’s Budget dxsplays the estimated value of these projects
and identifies the resources to be used in reviewing these projects. -

. Plan Checking Workload Overstated. The budget proposes a reduction of 4.0
positions and $336,634 due to reduced workload in the structure safety section. Our -
analysis indicates that this reduction is considerably smaller than the reductlon in
plan. checking workload.-

Table 8 shows the value of prOJects reviewed in this program since - 1973—74 For
" comparison purposes, the actual value of each year’s projects is also expressed in
construction costs as of January 1, 1981. :

Table 8

Department of General Services
OSA Structural Safety Section
Value of Projects Reviewed
1973-74 to 1981-82

{in millions)

Percent
Indexed to Change From
1950-81 Prior
. : : Actual . Cost Basis® Year
1973-74 ' J— $520 $911

1974-75: ... e g . . 709 ‘1,146 - +258%
1975-76 tiven Ep \ 659 972 —15.2
1976-77 ’ : 70 1064 . 495
1977-78 : . : : : 607 T2 214
-1978-79 serisiisian it . . . 438 518 - - =329
1979-80 ; ; 435 < 472 ~89
1980-81 (prO]ected) s . . : 550 550 - +165:

1981—82 (pro;ected) : e ; 5885 “- 550 : 0
* Basec Based on Engmeermg News Hecord Constructxon Cost Index for January 1981.

Table 8 shows that the annual value of the prOJects reviewed has declmed
steadlly smce 1976-77. The budget, however, shows the projected value of pro;ects
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to be reviewed in the current and budget year to be 16.5 percent higher than the
actual 1979-80 level.

Our analysis indicateés that there is no bas1s on which to project an increase in
the real value of projects to be undertaken. Consequently; we recommend that
staffing be reduced. to the level needed to sustain the actual workload level ex-
perienced in 1979-80, or by 16.5 percent. Part A of Table 9 shows the authorized
positions for schools and hospital activity requested in the budget and compares
them to the positions that can be justified based on the 1979-80 workload level. The
16.5 percent workload reduction from the budget level permits elimination of six
professional positions, three clencal positions and related expenses, for a savmgs
of $400,000. -

‘ Table 9
Department of General Services
OSA Structural Safety Section

Workload Distribution 1981-82

Budget: Analyst's : S
: Request Proposal - - Difference
A. Schools and Hospitals ‘ ' '
Value of projects to be reviewed........c.cccorevivneeens ($588,500,000) ~ ($500,000,000):  ($—88,500,000)
~Authorized Positions: . .
Plan checkers . 21.0 180 3.0
Field staff 80 7.0 -10
Supervising professionals ...............icomiionssssinn 70 - 6.0 -10
Management . 40 3.0 -10
Clerical support ' ’ " oL5 185 ‘ ~30
Subtotals, Schools-and Hospitals ... ) . 525 ~9.0
B. Miscellaneous Worklo:d .
Authorized Positions:
Energy Commission 2.7 0 -2.7
School Prestress Project ........ ricrnssnsssonsersssasorernies 2.7 0 27
Office of Emergency Service . : 20 0 -20
Office of Local Assistance ....... 03 0 -03
Seismic Safety Commission .........ceemnsesinss 0.3 0 -03
Office of Statewide Health Planmng “and ’
Development .. i 20 0 -20
SB 1686 Project y i 1.0 0 -10
Unidentified : 1.0 0 -1.0
Clerical support.......... v 6.5 0 —6.5
Subtotals, Miscellaneous .........cccciorersserrrires 185 0 —185
Totals, Authorized Positions .......ccceeevemnnic - 800 52.5 -215

New Workload Not Justified.” The OSA has indicated that it has addltxonal
workload requirements which are not related to school and hospital plan checkmg
activities. This workload involves providing technical/professional services to
other state agencies. A total of 12 professional positions are proposed for these

- activities in the budget year. Based on the information provided by various client

- departments, it would appear that these activities do not represent ongoing work--
load for the OSA. Rather, the activities are due to one-time interagency agree-
ments for specific tasks. The specific interagency agreements anticipated by OSA,
and the professional positions to be devoted to this workload, are delineated below.

Energy Commission— (2.7 positions). This workload relates to development of
standards for seismic and structural -design criteria for thermal power plants.
According to the intéragency agreement, the final guidelines are to be:completed
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June 1,1981. Consequently, the workload related to this contract will be completed
in the current year, and no resources need be provided for this purpose in the
1981-82 fiscal year.

School Prestress Project— (2.7 positions). Item 127.1, Budget Act of 1980, pro-
vided $481,000 to the Office of State Architect to support a program for identifying
potentially unsafe school buildings. constructed with precast, pretensioned, pre-
stressed concrete roof systems. This program was initiated in response to the
failure of a school building which was constructed. with this type of roof system.
A survey of over 30,000 school plans on file with OSA has been completed. OSA
found 200 school facilities with structural systems similar to the one that failed.
Seven of these facilities. were found to be structurally deficient. The OSA has
advised the responsible school districts of its findings. Temporary supporting struc-
tures have been installed in the affected facilities pending development of a
permanent solution by the district. The State Architect states that the program will
be completed in the current year, and that no additional resources are needed in
1981-82. . :

Office of Emergency Services. (2.0 positions) The Office of State Architect
provides structural evaluation services to the Office of Emergency Services to
evaluate damage incurred during seismic activities. No services were required in
this program during 1979-80 or as of this writing during 1980-81.Due to the un-
predictable nature of this workload, however, the OSA should provide such serv-
ices on a priority basis within remaining resources of the OSA.

Office of Local Assistance. (0.3 positions) The Office of State Architect pro-
vides inspection services for portable classrooms which are required to meet the
Field Act standards. Under an existing interagency agreement, the Office of State
Architect is responsible for inspecting 58 portable classroom units which will be
delivered during the 1980-81 fiscal year. We have no information as to the amount
of workload related to this activity in the budget year: In view of the fact that the
anticipated workload cited by the-department is approximately three-tenths of
one position, these services can be provided through existing staff on a priority
basis.

Seismic Safety Commission. (0.3 positions) The department proposes three-
tenths of one position for consulting services to the Seismic Safety Commission to
assist in the development of criteria for evaluating the seismic safety of existing
state-owned buildings. According to the State Architect, these services will not be
required during the 1981-82 fiscal year, and the budgeted resources are not need-
ed.

Office of Statewide Health Planning Project. (2.0 positions) - ‘The Office of State
Architect is under contract with the Office of Statewide Health Planning for plan
review and inspection of hospital facilities. The budget proposes two positions to
provide additional unidentified services to this office. We have not received any
information to indicate the purpose of this agreement.

SB 1686 Project. (1.0 position) This workload involves assisting the Office of
Statewide Health Planning and Development (OSHPD) in implementing the
provisions of Chapter 835 Statutes of 1978 (SB 1686) relating to the anchorage of
equipment in hospital facilities. The OSHPD has proposed establishment of two
positions in its support budget to carry out this workload. Approval of additional
funds in the OSA budget would duplicate resources proposed by OSHPD.

.Unidentified Workload. (1.0 positions) The department indicates that if the
total projected workload for the OSA structural safety section is realized during
the 1981-82 fiscal year, a total of 79 positions would be required. The budget
however, proposes 72 permanent positions and 8 temporary help/overtime posi-
tions for a total of 80 positions. Thus, there is one position which would be author-
ized by the budget; but for which no workload has been identified.
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Part B of Table 2 summarizes the number of positions that the State Architect
has requested for each of the activities unrelated to school and hospital plan
checking. As noted above, our analysis indicates that existing permanent positions,
which in the past were established to meet hospital and school plan checking
workload, are not needed for the miscellaneous purposes described above. We,
therefore, recommend deletion of 12 professional positions, 6.5. clerical positions
and related operating expense support, for a savings of $1 million. This amount
represents the department’s estimate for all miscellaneous workload noted above.

Physically Handicapped Plan Checking

We recommend that approval of $167,500 for physically handicapped plan checking activi-
ties in the Office of State Architect be withheld, pending receipt of additional information
on the proposed State Architect’s regulations for handicapped access.

The Budget Acts of 1979 and 1980 included budget language prohibiting the
State Architect from implementing regulations for accommodating physically
handicapped persons in public buildings until the final regulations have been
reviewed by the Legislature. The language was added because of the Legislature’s
concern that the regulatioris—as proposed: by the State Architect—could have a
detrimental effect on the accessibility program by increasing alteration costs for
existing buildings to the point where alteration projects become infeasible. The
final draft of the proposed regulations was transmitted to the Legislature in-the
fall of 1980. The Legislature has not had an opportunity to schedule hearmgs to
review these regulations.

Interim Access Standards Not Being Enforced. Government Code Section 4451
requires that, until building standards relating to access for the physically hand-
icapped are adopted by the State Architect, buildings, structures, sidewalks; ctirbs
-and the related facilities shall conform to the American Standards- Association
(ASA) specification A117.1/1961. Thus, under the interim procedures new con-
struction and alteration projects are to be reviewed by the State Architect’s office
for compliance with the ASA specifications. However, in our review of various
projects undertaken by the state over the past several years, we have found
instances in which the Office of State Architect (OSA) has mandated a level of
compliance which appears to exceed the level embodied in the ASA standards.

One example of the increased level of compliance required by OSA relates to
installation of handicapped accessible hardware on the lavatories in treatment
rooms at state hospitals. In reviewing proposed modifications to state hospitals, the
OSA Handicapped Compliance Section required installation of special plumbing
valves to allow operation by handicapped individuals. The Department of Devel-
opmental Services (DDS) indicated that an additional $139,200 would be required
to make the state hospitals currently being renovated comply with OSA’s man-
date. This requirement is particularly inappropriate in view of the fact that (a) the
fixtures would only be operated by able-bodied nurse and physician staff; (b) the
required valves would not provide hot and cold water separately which is required
in treating some patients, and (c) hand operated controls—in lieu of the tradi-
tional knee operated controls—presented a potential for contamination of
cleansed hands.

‘After the handicapped fixtures were installed duririg the first phase of construc-
tion at the state hospitals, DDS appealed the requirement that it comply with the
higher standard on the basis that the standard was disfunctional with the hospital
program. The OSA subsequently granted a waiver of this requirement for future
alteration projects.

In response to our inquiry as to the level of compliance currently required. by
the Office of the State Architect, the State Architect indicated that, “The interim
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standard ASA A117.1/1961 called for under Government Code Section 4451 is:
a. Below minimum based on field experience developed since the state’s origi-
nal statute in 1968.
b. Does not cover many areas that must be evaluated for accessibility per Sec-
tion 4451.

The Office of State Architect has consistently enforced a set of standards based
on ASA All17.1/1961 but updated as required to reflect the above.” (emphasis
added)

Clearly, the State Architect is enforcing regulations that 80 beyond the interim
standard established in existing law. As a result, the state is incurring additional
and, in many cases unnecessary, costs in providing handicapped access that is more
stringent than what the Legislature has reviewed and approved.

Proposed Regulations May Increase State Costs. Existing law covering access
to public buildings by the physically handicapped applies to “buildings, structures,
sidewalks, curbs, and related facilities constructed in this state by the use of state,
county or municipal funds, or the funds of political subdivisions of the state.”
Consequently, these regulations impose a state mandate on local governmental
entities.  Article X111B of the California Constitution and Section 2231 of the
Revenue and Taxation Code require the state to reimburse local agencies for costs
mandated by the state. '

The Legislative Counsel has issued an opinion stating that,. if the proposed
regulations on handicapped access are adopted, they would mandate an increase
in local costs for which the state would be required to reimburse local agencies.
The amount of the reimbursment would depend on the extent to which the
regulations would increase costs to local agencies by increasing compliance or
enforcement program levels above the levels required by the ASA specifications.

In view of the Counsel’s opinion that an increased level of enforcement will
increase state costs to reimburse local governments, we recommend that the
Department of Finance and the Office of State Architect review the proposed
regulations to. determine what these additional costs would be:

Proposed Regulations Not Consistent With Existing Law Regarding Exemp-
tions. The State Architect’s proposed regulations include language under numer-
ous sections which;indicates “This section shall not apply in those conditions where
due to legal or physical constraints the site of the project will not allow compliance
with these regulations or equivalent facilitation without creating an unreasonable
hardship.” Existing law, however, limits exemptions to the requirements of the
regulations to only those instances where it is clearly evident that equivalent
facilitation and protection are secured. Thus, any provision in the regulations that
would exempt (1) compliance with the regulations or (2)equivalent facilitation
would be in violation of Section 4451 of the Government Code. If the proposed
regulations are to become operative, it is evident that existing law will have to be
modified to allow noncompliance where necessary to avoid unreasonable hard-
ships. (This issue was the topic of a Legislative Counsel’s opinion issued October
28, 1980.)

Additional Material Needed

In view of the issues raised by the State Architect’s proposed regulations govern-
ing access to buildings for the physically handicapped, we recommend that the
Legislature not approve the $167,500 budgeted for handicapped compliance until
the following material has been received:

1. A written statement by the State Architect that—pending adoptlon of regula-
tions—he will review plans for conformance with ASA specifications as required
by law.

y2. An evaluation by the Department of Finance and the Office of State Ar-
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chitect on the estimated potential costs to the state of reunbursmg local govern-
ments for their increased costs of complying with the proposed regulations.

3. Suggested legislation which would allow exemptions to the State Architect’s
regulations under conditions of unreasonable hardship.

~ Administration of Department of Corrections’ Faciliﬁes Master Plan

In March 1980, the Department of Corrections transmitted to the Legislature
a'plan for developing new and remodeled facilities to provide adequate housing
for the increasing prison population. The plan projected spending of $1.3 billion

" over a 10-year period in order to meet the department’s facilities requirements.
One of the major objectives identified in the Department of Corrections’ facilities
master plan was to accelerate capital outlay projects so that they would be com-
pleted within four years following the authorization of funds.

The Legislature did not endorse the plan, but in recognition of the increasing
inmate population, it provided funds in the Budget Act of 1980 to implement a
portion of the plan, including preliminary planning and working drawing funds
for construction of a new 1,000-bed maximum-security prison at Tehachapi.

The Office of State Architect (OSA) will be responsible for providing architec-
tural and engineering support during the implementation of Corrections’ master
plan. OSA, however, has not proceeded with the proposed Tehachapi project in
accordance with the schedule envisioned by the department. For example, while

. funds for preliminary planning of the Tehachapi project were appropriated by the
Legislature in July 1980, schematic design had not begun as of January 1, 1981.
Furthermore, the OSA master schedule for completion of approved capital outlay
projects shows the project being completed approximately one year later than the

Department of Corrections” master plan schedule.

The 1981-82 capital outlay budget for the Department of Correctlons proposes
further implementation of the master plan, and requests funds for a new prison
facility in San Diego County, reconstruction at Folsom State Prison, and partial
construction of the Tehachapi facility. The Legislature may wish to consider al-
locating additional funds in'order to expedite this program, which it has given a
high priority. If the requested funds are to be utilized in the budget year, however,
the OSA will have to expedite implementation of the program. -

Clearly, if new prison facilities are to be provided on an accelerated basis, as the
Department of Corrections and the Legislature desire, the Office of State Ar-
chitect must implement appropriate procedures to expedite project completlon
One method to accelerate project completion is currently being utilized in con-
nectlon with the renovation of state hospitals. This method involves the use of a

‘construction management firm” to assist OSA in expediting the project..

We suggest that prior to legislative budget hearings, the Office of State Architect
provide the Legislature with an evaluation of the need for a construction manage-
ment firm to assist it in this major effort. Alternatively, OSA should provide infor-
mation as to how it otherwise intends to expedite completlon of this 1mportant
program.

State Office Building Program

‘In our Analysis of the 1980-81 Budget Bill, we indicated that under the guidance
~ of the OSA, the new state office building program was behind schedulé, and was
costing considerably more than anticipated.  Constructon bids have substantially
exceeded budgeted funds as well as the state’s construction-estimate for projects.
This has resulted in delays due to the need to redesxgn facilities in order to reduce’
costs.

The OSA has completed working drawings for eight major state office building
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projects. Three projects—Site 1A and the Department of Justice building in Sacra-
mento, and the San Jose state office building—required substantial augmentations
through legislation. Three projects—Site 1B office building, and Site 3 office build-
ing in Sacramento, and Long Beach state office building—are currently under
construction but required augmentations of over 15 percent of the amount appro-
priated. The two remaining projects for which working drawings have been com-
pleted but on which construction has not started are the Santa Rosa state ofﬁce
building and the site 1B garage in Sacramento. '

Two Approved Projects Not Compleied

Santa Rosa Office Building. Construction funds for the proposed state office
building were appropriated in the Budget Act of 1979. Construction bids were
received on the project on Qctober 15, 1980, approximately 15 months after the
appropriation of construction funds. The low bid significantly exceeded budgeted
funds, as well as' the state’s filed cost estlmate, and consequently, all bids were
rejected :

Site 1B Garage. The Budget Act of 1977 provided construction funds for the
501-space site 1B garage facility in Sacramento. Bids for this project were received
in October-1979, and the low bid exceeded the budgeted construction funds by
over 100 percent.

The OSA should provide, prior to budget hearings, a plan for completion of the
Santa Rosa state office building and the site 1B garage facilities.

Procedures Need to be Improved

As noted above, construction bids for projects included in the state ofﬁce build-
ing program continue to be substantially above budgeted funds as well as the
state’s estimate for approved projects. In some cases, the project costs exceed the
budgeted funds because the consulting architect has not estimated the project cost -
correctly. This results in the state proceeding with a project where the scope of
work cannot be accomplished within available funds. We recommend that the
Office of State Architect take steps to assure that consulting architects provide
realistic estimates of the cost of proposed new projects. Specifically, the OSA
should review all estimates prepared by consulting architects to assure that the
estimates are realistic and based on sound estimating principles. Second, OSA
should require that all contracts for consulting services include provisions stating
that, in the event construction bids for the project exceed the state’s budget by
more than 10 percent (excluding inflation), the consulting architect must redesign
the project at no cost to the state to reduce the costs to within available funding.
- Further, the consultant’s contract should include a penalty, whereby the consult-
ant’s fee would be reduced if the project must be delayed for a redesign.

Modlfy Publlc Resources Code
" We recommend that legislation be enacted to modify the Pubilic Resources Code (Section
25498) so as to require the Office of State Architect to prepare economic feasibility analyses
for supplementary solar water heating systems proposed In state buildings. _
:Chapter 773, Statutes of 1978, amended the Public Resources Code to require
that every new state-owned building (which has more than 10,000.square feet of
floor area) have a supplementary solar water heating system This law further
states that the system will be included in state-owned facilities “unless such struc-
ture is specifically exempted from this requlrement by the State Architect for
reasons of economic or physical infeasibility.”
In our review of individual state building projects, we have noted that the State
Architect’s office has included supplementary solar water heating systems in facili-
.ties which have an extremely low demand for hot water. For example, the Depart-
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ment of Motor Vehicles field offices require hot water for employee rooms-and. for
janitorial use only. Our review of the utility costs for typical DMV field offices
indicates that hot water. usage is substantially below the consumption rate of a
typical single-family dwelling.

In analyzing projects of this type, we have requested that the Ofﬁce of State
Architect provide the Legislature. with an economic feasibility analysis which
.would .indicate the economic viability of the proposed solar system. The State
Architect has advised us that an economic analysis is not required under existing
law, and that such analyses are not routinely prepared for projects which include
solar systems. Consequently, projects such as the new DMV field office in Ocean-
side are designed to include solar systems costing $5,000 when the savings from the
system are a maximum of only $10-$15 per month. The economic “pay-back” for -
these installation exceed the useful life of the equipment, and are not economically
feasible.

To ensure that the economic feasibility of all future proposals for supplementary
solar water heating systems are reviewed, we recommend the Section 25498 of the
Public Resources Code be amended to require that the State Architect prepare.
an economic feasibility analysm and establish evaluation criteria for mstallatlon of
solar hot water systems in new state-owned structures

Table 10
Department of General-Services:
Funds Remaining in Architecture Revolving Fund

June 30, 1980 .

v ‘ : Year of - Remaining -
Department . Project Appropriation Amount
Education : Diagnostic: school, San Fran- 1974 $21,505

o : . cisco
Developmental Services ..........wereecenes Remodel bath facilities, Fair- . 1975 . 3122
view State Hospital,
Developmental Services . .. Remodel building, Fairview 11975 4,020
Department of Health ‘(defunc Budget estimates for 1975 61,113
B : - : proposed projects : o
Mental Health Replace heating system, Met- 1975 - 50266
; ropolitan State Hospital : '
Developmental Services ................ccuniieee.. - Fire sprinklers, Sonoma State 1972 - 10,436
o v _ . Hospital, phase I - ‘ ' S
Developmental Services .........vuveeews S Fire sprinklers, Sonoma State - 1972 - 524,749
’ o Hospital, phase II o
Motor Vehicles . Master planning 1913 7,172
- Motor Vehicles Light fixture alterations 1976 12,908
- Parks and Recreation .............ommsmscrnin. - Lake  Perris development 1975 36,068

T _ " phasell . v i
Governor’s Office Alterations, State Capitol ~ =~ 1975 18,000
Governor’s Office Alterations, State Capitol and 1975 335,006 .

. : : Los ‘Angeles state building ) :

Total i SO : 81085054
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Status of Three-Year-Old Funds Remaining in the Architecture Revolving Fund

We recommend that prior to budget heanngs, ‘the Department of Finance report on the
need to continue availability of funds in the Amb:tectm'e Revolvmg Fund for various
projects.

The Supplemental Report on the 1977 Budget Act requires the Department of
General Services to report to the Chairman of the Joint Legislative Budget Com-
mittee on the status of funds in the Architecture Revolving Fund (ARF). The
Director of General Services’ report of January 9, 1981 details the status of the ARF
as of June 30, 1980. The report identifies (1) funds which have been deposited in
the ARF and have remained unencumbered for at least three years and (2) funds
for projects which have been completed for at least three months.

The director’s report indicates that funds for 12 projects have been on deposit :
for over three years, and that the Department of Finance has extended the availa- -
bility of these funds which total $1,085,054. Table 10 shows the spemﬁc pro_|ect'
funds available in the ARF as of June 30, 1980. .

We recommend that prior to budget hearings, the Department of Fmance
advise the Legislature why these funds should not be reverted to the fund from
which they were appropriated, thereby increasing the amount available for appro-
priation by the Legislature. The reversion of all funds identified in Table 10 would .-
increase the amount available for appropriation from the General Fund by $1
million. This amount could then be appropriated by the Legislature to fund other
priority needs.

DEPARTMENT OF GENERAL SERVICES—CAPITAL OUTLAY

Item 176-301 from the General
Fund, Special Account for

Capital Outlay Budget p. SCS 125
Requiested 1981-82 ..........cicceurunes ereievesseessentessissesasatessressessssresarenne $67,197,948
Recommended approval ..........cccvvvneennnvercnresensenreionsnessesion S 7,665,122
Recominended reduction ...........cviccnicniinnionsiniiniineivonio ... 25,266,572

" Recommendation pending .......c..cccccevveevrrneerencnen eeeeesiasesnnananes 34,266,254
. Recommended augmentation ...........ccceceeivruenene. eirereesieesieerenie 315,000 -
Net recommended approval ..., $7,980,122

o : ' ' Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1.. Handicapped Access Surveys. Reduce by $326,000.. Recommend 210
‘capital outlay funds for surveying 25 existing state office buildings = - -
be deleted. .

.- Elevator Modifications—Statewide. Reduce by $1,074,000. Rec- :- 211

-ommend construction funds be deleted ;

. Purchase Leased Facility, Red Bluff Augment by $5,000. Recom- 212
mend funds be included for administrative costs. :

Purchase Leased Facility, Fresno. Augment by $10,000. Recom— 212

mend funds be included for administrative costs. IR

. Franchise Tax Board Facility, Sacramento. Increase by .5‘300000 213
Recommend funds be increased to ‘provide adequate amount to ‘

" exercise purchase option on leased facility. Further recommend

“that purchase of federal surplus property and preparation of pre-
liminary plans be deferred. : ’

6. State Office Building, Oakland. Reduce by $23,694,500. Recom- - 215

" mend construction funds be deleted.

(<, S R R
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7. State Office Buz]dmg, San Franisco. Reduce by $168,532. Recom- 216
mend construction funds be reduced to amount previously appro- o
priated for this project. Withhold recommendation on the balance

- of construction funds pending report to the Legislature.

8. Minor Capital Outlay. Reduce by $3,540. 'Recommend one minor 217

‘capital outlay project be deleted.

9. Supplemental Report Language. Recommend that the Supple- 217
mental Report on the Budget Bill include ‘a description of the
project scope and estimated costs for all capital outlay projects

approved by the Legislature.

ANALYSIS AND RECOMMENDATIONS
Major Capital Outlay

The budget proposes $67,114,786 for eight major capital outlay pro;ects (costing
over $100,000 per project) for the Department of General Services. Table 1 sum-
marizes the department’s request and our recommendations.

Table 1

Department of General Services
.:Major Capital Outlay

1981-82
Item . :
(176-301-036) Project Phase®
() eeremmirsmivinins Handicapped  accessibility p
survey—statewide
(b) i, Elevator modifications to pwe
) meet safety code—statewide
[(3) P Purchase leased facility—Red a
Bluff
(d) i, " Purchase leased facility— a
; Fresno
() R Modernize elevators, hbrary c
and . courts building—Sacra-
: mento ,
(£). oonrsnimninnsisons Franchise Tax Building—Sac- ap
: ramento
() eererserenmmsrereronss State office - building and c
parking facility, Oakland
[17) DA State office’ building -and c
: : _parkmg facrhty, San: Fran-
: cisco
Totals ..........

Budget Bill ~ Analyst’s Future

Amount Proposal Cost
$326,000 _ 0 unknown
1159500 $85,500 pw =
300,000 305,000 -
850,000 860,000 -
Cwwe s
6,000,000 6,300,000 -~ $45,000,000

23,694,500 0 — |

34,434,786 pending -
$67,li4786 | ‘$7900500 $45,000000

2 Phase symbols indicate:. a—acqulsltlon, c—construction; p—prelumnary planmng, and w—workmg,

drawings.

" Handicapped Accessibility Surveys

We recommend that Item 176-301-036 (3); which would provide funds for surveymg state-
owned office buildings for handicapped access, be deleted, a sa vings of $326,000. .
‘The budget requests $326,000 to study the accessibility of existing state-owned
ofﬁce buildings to the handicapped. The Office of State Architect would contract
with a consultant for this study. The consultant would survey. ‘the 25 state:owned
office buildings under the jurisdiction of the department in order to- identify the
scope of work and estimated cost required to brmg the bulldmgs into comphance

_ with handicapped access regulatxons
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We recommend that the proposed funds be deleted for two reasons:

1. These surveys can be accomphshed in a less expensive manner, and

2. the proposed funding source is inappropriate.

Less Expensive Alternative. The Governor’s Budget indicates that the “Space

. Management Division (SMD) is responsible for providing well planned, functional

" and economical quarters to accommodate the.noninstitutional office and ware- -
house needs of agencies in state-owned and leased facilities.” Such office space -
must be accessible to the handicapped. To ensure that leased and state-owned
buildings conform to handicapped code requirements, personnel in SMD must be
farmhar with the requirements for handicapped accessibility.

In view of the fact that the Space Management Division is responslble for
ensuring that state-owned space meets the needs of the tenant agencies, it would
seem that the evaluation.of handicapped access in state-owned buildings should
also be the responsibility of this division. The department should be able to.accom-
modate the workload related to this activity within its current authorized staff
levels. The Department of Developmental Services (DDS), Facilities Planning

" Office, has already surveyed many of the DGS state-owned buildings in which it
occupies space as part of its own handicapped access program. The DDS indicates

" that the surveys were completed_ utilizing less than 20 staff hours per building. We
suggest that SMD (1) review the survey techniqueused by DDS and train its staff

- to.conduct similar surveys, and (2) review the surveys already prepa.red by DDS :
for General Services’ buildings so as not to duplicate the previous work.

Funding Source. The $326,000 proposed for surveying existing state bulldmgs
for handlcapped accessibility would be funded from the Special Account for Capi-
tal Outlay in the General Fund. All of the work to be performed under this
program, however, would be in state office buildings under the jurisdiction of the
. Department of General Services. The department charges tenant agencies $0.63

~ -per square foot per month for space in its buildings. Funds generated from the
- rental rate are used to pay for utility, janitorial and other costs incurred by General
“Services in the state building program. The cost of surveying these office buildings
for handicapped accessibility should more appropriately be funded from the rental
income account, rather than a capital outlay account. Adequate funds are available
in this account to' fund the needed surveys because the Governor’s Budget for
1981-82 shows a projected surplus in the account of $750,000. If necessary, a portion
of these funds, could be utilized by the Space Management Division in performing
‘surveys for compliance with handicapped access requirements.

v Elevcior Modifications—Statewide
We recommend Item 176-301-036 (b) be reduced by $1 074, 000 to delete construction funds.

The budget requests $1,159,500 for preliminary plans, working’ drawmgs and
_ construction of elevator modifications in 21 state office buildings. The proposed:

‘modifications would bring a total of 96 elevators into compliance with State Ad-
ministrative Code requirements relating to earthquake safety. '

The Department of General Services has not developed adequate project mfor-
mation to justify appropriation of construction funds at this time. The department
needs to develop detailed information identifying the specific work required to -
make each elevator comply with current earthquake code requirements. This
information has been developed for similar projects proposed for the California -
State University and Colleges and the University of California. In addition, it is
unlikely. that the department will be able to complete preliminary plans and -
working drawings and allocate construction funds for a project of this magnitude
within the 1981-82 fiscal year. Construction of similar elevator modifications which
were funded in the Budget Act of 1977 did not commence until November of 1979,
nearly two and one-half years after appropriation of construction funding.
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Given the fact that (a) there is not adequate information available to substanti-
ate the amount of construction funds requested, and (b) projects of this type have
typically required more than 12 months for preparation of preliminary plans and
working drawings, we recommend that construction funds for this project be
deleted, a reduction of $1,074,000. The remaining $85,500 will provide adequate
funds for preparation of preliminary plans and working drawings in support of a
future request for construction funds. Any future requests should also reflect
reduction in project contingency funds from' 10 percent to 5 percent of the es-
timated contract cost for the project. The department’s estimate includes a contin-
gent fund of $90,000 or 10 percent of the construction funding, while the usual
state-supported level for contingencies during construction is 5 percent of the
contract amount.

Purchase of Leased Facilities—Red Bluff and Fresno

We recommend that Item 176-301-036(c), $300,000 to purchase a leased faclllty in Red
Bluff, be augmented by $5,000. Further, we recommend that Item 176-301-036 (d), $850,000
for the purchase of a leased facility in Fresno, be augmented by $10,000.

The budget proposes funds to exercise two options held by the state for purchase
of leased facilities occupied by the Department of Water Resources.

Red Bluff Purchase Option. The department requests funds to purchase 3.1
acres of land including a 22,520 net square foot office building in Red Bluff that
is currently leased by the state: This building is occupied by the Departments of
Water Resources, Social Services, and Aging plus some county agencies. The state
currently pays $72,000 in annual rent for this facility. According to the Department
of General Services, the current market value of the facility is approximately $1.5
million. Under the terms of the original lease agreement, the state has the option
to purchase these facilities on November 30, 1981 for $300,000. We recommend
approval of the requested funds for purchase of this facility. In addition, we recom-
mend that the proposed funds.be increased by $5,000 to provide adequate funds
for administrative costs related to exercising the purchase option.

Fresno. The budget requests funds to purchase 2.75 acres containing a 23,900
square foot office building in Fresno. These facilities are currently leased by the
state at a cost of $118,000 per year, and house the Departments of Consumer

_Affairs, Water Resources, Health Services and Industrial Relations. The lease gives
the state an option to purchase the facility on July 31, 1982 for $850,000. According
to the Department of General Services the purchase-option price is well below the
current market value of these facilities. We, therefore, recommend approval of the
requested funds, and also recommend an augmentation of $10,000 to provide funds
needed for administrative costs involved in exercising the purchase option.

Modernize Elevators—Library and Courts Building, Sacramento
We recommend approval of Item 1 76-301-036 (e).

The budget proposes. $350,000 to modernize elevators in the Library and Courts
Building in Sacramento. This building is served by two passenger elevators which
were installed during construction of the building in 1930. The elevators are not
automated—an elevator opeérator is required for each of the elevators whenever
the building is open to the public. The proposed project would (1) automate the
elevator, thereby eliminating the need for operators, for a savings of $50,000 per
year in operating costs, (2) upgrade the elevators to meet current seismic ‘code
requirements, and (3) upgrade the elevators to meet current handlcapped access
requirements.

This project was originally funded in the Budget Act of 1975 in the amount of
$150,000. Subsequent to the appropriation of these funds, the Department of Gen-
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eral Services determined that the project was significantly underbudgeted and
therefore, the project could not proceed as planned. After preparing preliminary
plans and workmg drawings, the department reverted $141,400 of the original 1975
appropriation. The budget proposal represents the department’s most recent esti-
mate of the cost to automate and modernize these elevators based on current code
requxrements The proposed project is needed and wr.ll result in. support budget
savmgs We recommend approval.

Franchise Tax Board Fcclllty—Sccramemo '

We recommend that Item 176-301-036 (f) be increased by$?00000 We furtberrecommend
that the total appropriated funds of $6.3 million be used to exercise the purchase option for
existing leased facilities occupied by the Franchise Tax Board in Sacramento, rather than for
partial acquisition of federal surplus land and preliminary planning of alterations.

The budget proposes $6 million under Item 176-301-036 (f). for land acqulsrtlon
(partial) and preliminary plans for developing facilities for the Franchise Tax
Board (FTB) in Sacramento. The proposed funds relate to the Department of
General Services” Facilities Plan for the FTB. The plan proposes (1) acquisition
of federal surplus property and improvements, (2) aequisition of existing leased
facilities, and (3) alteration of the purchased property to accommodate the FTB’s

: prolected space needs for 1991. The DGS plan is summarized in Table 2.

Table 2

Department of General Services
Franchise Tax Board Facilities Plan, Sacramento

Es‘tzmated
' Cost Revenue
1a. Purchase surplus federal property (50 acres, 300,000 sf bulldmg ‘
and 401,000 sf building) $6,900,000
1b. Resell portron as surplus property (15 acres and 40,000 sf burld . :
ing) : $1,300,000
2a. Exercise purchase option (29 acres, 255,000 sf bmldmg) ............ - 6,300,000 : -
2b. Resell portion as sutplus property (23 acres) ......civeriissssns e - 400,000
3. Preliminary plans, alterations ; 1,000,000 L=
4. Working drawings, alterations 1,000,000 -
5. Construction, alterations . 40,000,000 -
Totals....... N , . $55,200,000 $1,700,000
Net costs (costs less revenues) " $53,500,000 L=
Budget Request: : '
Acquisition (partial) ' , $5,000,000
Preliminary planning - 1,000,000

The proposal acknowledges that a portion of the property to be acquired
through the lease purchase and from the federal government would be in excess
of the state’s needs, and provides for the sale of the excess. The department would
eventually alter the acquired buildings to provide a total of 675, 000 square:feet of
office, storage and file space. - ’

According to the Department of General Services, funds proposed in the Budget
Bill would implement only a small portion of the plan. Five million dollars would
be paid to the U.S. Government as a deposit towards purchase of 50 acres of land
and an existing 300,000 square foot industrial type building located adjacent to the
Aerojet site. In addition, $1 million is proposed for preparing preliminary plans for .
altering the buildings. Future budget requests would include: -

1. The balance of funds necessary to acquire the surplus federa.l property and .
improvements ($1.9 million),

2. Funds to exercise the purchase option on existing leased property (28 acres).
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: and burldmg space’ (255 000 sf) at the Aero;et site ($6.3 mllhon) and
3. Working drawings and construction of alteratlons in the two buildings ac-
'qmred by the state ($41 million). .
The Franchlse Tax Board currently leases 492,800 square feet (sf) of office and
‘storage space at various locations. The DGS facilities plan for FTB indicates a 1986
. space need of 638,000 sf, which is 29.5 percent more than its existing space. The
. 1991 projected space need is 729,400 sf. These projected needs are based on an
average growth rate of 3 percent per year in employee work stations. This growth
rate may be too high given the fact that the 1981 projected need (computed in
- 1977). was 556,000 sf while the FTB would actually occupy only 492,800 sf,.or 12
percent less’ than originally projected. DGS should reevaluate the pro_|ected
growth.rate based on the most recent workload growth data.

- Our analysis indicates that it would not be to the state’s advantage to use the
requested funds in the manner proposed by the budget because:

1. Doing s0 would commit the state to substantial future costs to alter the 300 000
square foot building located on the federal property, and. . .

2. It would be more advantageous for the state to use the requested funds to-
exercise the purchase option on the existing leased facility.

‘Use of Federal Surplus Property. Under the department’s proposal the state
would ‘acquire approximately 50 acres of federal surplus property containing a
‘300,000 square foot industrial-type building.. Purchase of the proposed land and
improvements would commit the state to eventual occupancy of this facility in-
cluding approximately 120,000 square feet to-be constructed as a.second: level
within the facility. The facilities plan prepared by the DGS indicates that one
_alternative means of providing adequate space at the Aerojet. site would be to

- construct new facilities on property for which the state holds an option to pur-
chase. This alternative has the advantage that the proposed construction could
more closely follow the anticipated growth in FTB space needs. An additional
-advantage would be that existing functions would not have to be relocated com-
pletely.to a new building but rather could grow through additions to the:facilities
currently occupied by FTB. There would also be no need to dispose of any surplus
property :

.. Exercise of Purchase Option. The department currently holds an- option to
’ purchase an-existing 255,000 square foot building on 28 acres of land presently

leased by the state at the Aerojet facility. The state has the option to purchase this
facility by July 9, 1981, for $6,250,000. The purchase price increases appronmately
$350,000 per year unhl July-9, 1986, when the right to purchase will expire. Under

.. the department’s plan, this lease facility will not be acquired until 1982-83 at a cost

~-of $6.7 million. Our analysis indicates that—cons1der1ng the lease terms—the state
_would save approximately $1,250,000 in rental costs by purchasing’ this facility on
July 9, 1981 rather than on July 9, 1982. This savings would be partlally offset by
costs to maintain the facility ‘once it is'purchased. :
. The department should reevaluate'its proposal for provrdmg the Franchise Tax
" Board with additional space at the Aerojet site. In'any case, it is apparent that the
- state should eventually. exercise 1ts optlon to purchase the exrstmg facrhtxes We,
‘therefore reécommmend that:
“«The department update and reevaluate alternatlves contalned in the facilities
~plan for FTB. "
o Item 176-301:036(f) be increased from $6 mrlhon to .$6, 300000 in order to
B prov1de sufficient funds to allow the department to exercise its purchase.
" option. Purchase of leased facilitiés in July 1981 will (a) result in savings of -
approxrmately $900, 000 in rent, and (b) av01d an increase.of $350 000 in the
purchase price.
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Oakland State Office Building

We recommend deletion of Item 1 76-301-&?6‘(g), construchon funds for new state office
building and parking facilities in Oakland, a reduction of $23,ﬁ94,500

‘The budget proposes $23,694,500 for construction of a new state office bmldmg
in Oakland. This project has four elements:

1. Construction of a 108,000 gross square foot (gsf) addition to the existing *
Oakland state office building to house various state agencies currently located in
leased space. This addition will be constructed above an existing one-story annex
to the state building.

2. Alteration of a portion of the existing state office building to make the build-
ing function with the proposed addition.

3. Remodeling of the state car motorpool operatlon located i in the basement
and

4. Construction of a 500-car parkmg facrhty on a site to be acqulred in the
immediate vicinity of the existing state office building:

The Budget Act of 1979 included $529,965 for preliminary plans for this prolect.
and $1,035,500 in acquisition funds related to the proposed parking facility. The
Budget Act of 1980 included $750,135 for working drawings.

Construction Fund Request Premature. The department has only recently
completed a schematic design of the proposed office building addition in OQakland.
Thus, preliminary plans have not been started. Further, the department has not
acquired property or prepared any design for the proposed parking facilities.
Consequently, there is not adequate project cost information available at this tune
to justify the proposed construction funds:

Furthermore, the department is currently evaluating the schematlc desrgn thh
“the goal of reducing the cost of the proposed alterations to the existing office
- building. Although the budget proposes a total of $4,858,000 for this work, the

department indicates that the alterations can be reduced to a minimal level
thereby saving $1.4 million. Our evaluation of the schematic plans indicates that
additional savings in the proposed alterations to the existing office building could .
be realized. The department proposes $651,600 for installation of fiberglass or
metal cladding on the exterior of the existing structure. The department indicates
that this.exterior covering will modify the existing building exterior to match the
exterior of the proposed addition. We suggest instead that the department’
-reevaluate the exterior architectural features of the proposed addition with the
goal of eliminating the need to cover the existing office building exterior.

The department also proposed various improvements to the existing office
building which are aimed at reducing the energy consumption in the building.
These include installation of double-glazed windows and a major modification to
the ventilation system. The department should provide adequate cost benefit
information to justify these proposed energy saving improvements. - S

. Contingency and Architectural/Engineering Services Cost Increases. The de-
partment proposes that the construction fund allocation for this project inchide
$1,289,200 for contingencies which may arise during construction. This amount
represents approximately 6.2 percent of the estimated contract cost. On a project
of this magnitude, the contingency fund should not exceed 5 percent of the con-
tract estimate. We, therefore, recommend that future requests for construction
funds reflect a 5 percent contingency for this project. ;

In addition, the department’s most recent estimate of architectural/ engmeermg
services for this project totals $1,458,200: The estimate provided by the department '
last year in support of the. worklng drawing request indicated that these services
would cost $932,900. Thus, the department s proposed budget for these serviceshas
increased by $525,300, or 56 percent; in one year. This inicrease far exceeds any
inflationary increases that have occurred over this period. Consequently, we also
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recornmend that future requests for construction funds reflects an architectural/
engineering budget which is reflective of the budget for the services prevrously
- approved by. the Legislature.
In summary, we recommend deletion of the construction funds for the project
at this time because: ‘
-+ Adequate information is not available to justify the constructron amount,
o The department is evaluating alternatives for modifying the existing building
that could reduce fund requirements, an '
¢ The proposed funds for contingencies and architectural services are excessive. |

New Shne Office Bmldmg—San Francisco

We recommend that Item 176-301-036 (h) be reduced by $16‘&5?2 Further, we recommend
that prior to budget hearings, the Department of General Services report to the Legislature
on the results of its efforts to reduce the costs of this building. We withhold recommendation
on the remaining amount requested by this item; pending review of the report. ,

The budget proposes $34,434,786 in Item 176-301-036h) for construction of a
new state office building and parking facility in San Francisco. This building would

- provide 292,380 gross square feet of office space and parking facilities for 240 cars.

The building would house the Public Utilities Commission (PUC):and various field
offices for state agéncies located in San Francisco, thereby reducing the state’s
"need for leased space. The Budget Act of 1978 provided $2,906,300 for land acquisi- -
tion and planning for this building, and the Budget Act of 1980 provided $982,278
for preparation of working drawings. The total estlmated project cost exclusive of

land acquisition is $36,133,100.

‘Previously Appropriated Funds Not Reflected in Budget Request The:
amount of construction funds requested for the project is based on the current
‘estimated total project cost less funds previously appropriated for preliminary
plans and working drawings. The State Public Works Board approved preliminary

. plans-and released working drawing funds for this project at its November-1980
meeting. Additional working drawing funds ($168,532) were subsequently allocat-
ed by the board in December 1980. The department’s request for construction
funds does not reflect the allocation of these additional funds by the board at the

- December meeting. Consequently, the requested’ construction funds should be
reduced by a commensurate amount. We, therefore, recommend deletron of $168 -
532 in Item 176-301-036 (h).

Cost Reductions Proposed by Department. During legislative hearings on the
1980 Budget Bill;'we indicated that the proposed costs for the parking structure,
site development and utilities for this project had increased by $2.7 million beyond

" the level approved by the Legislature when préliminary plans were appropriated.
The Legislature appropriated working drawing funds for the project so that it-
‘could proceed on a timely basis. At the same time, it asked the department to .
attempt to reduce the prOJect cost to the level prevrously approved by the Leglsla-

“ture. . .

We recommend that prior to budget heanngs the department report to the
Legislature on specific aspects of the project which it has evaluated: in response

" to the Legislature’s directive: The department’s report should address—at a mrm-_

. mum-the following building elements: :

o The need for seven elevators in this building, 1nclud1ng the proposed shuttle

- elevator between hearing rooms and PUC offices. - -

» Extensive landscaping of thé dtrium inchided-in the burldrng .

-« Exterior treatment of the bu1ld1ng, mcludmg canopies and curved glass sur-- -

“faces. -

. General burldmg ﬁmshes such as terrazzo ﬂoors and hardwood
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Until this report is available, we withhold recommendatlon on the bala.nce of the
‘funds requested for the _project.

Suppiemental Report Language for all .Ccpm:I Ovutlay Projects

We recommend that the supplemental report on the Budget Bill include a description for
each capital outlay project funded in the Budget Bill,

The Governor’s- Budget does not include any description . of capital outlay
projects proposed for funding. Over the years, project descriptions have been
eliminated except in the higher education portion of the Governor’s Budget.

Information on projects funded in the Budget Act is needed to ensure that the
Legislature’s intent regarding project scope and cost is clearly understood. We
recommend that, in the future, the supplemental report on the Budget Bill include
a description of the project scope and estimated project costs approved by the
Legislature for all capital outlay projects. Including this information in the supple-
mental report will provrde direction to the State Public Works Board and the
Department of Finance in allocating funds for projects, and ensure that the .
projects ultxmately developed by the departments are consistent with legislative
xntent

Minor Ccplicl Oufluy

- We recommend that Item 176-301-036 (i), mmor capztal outlay, be reduced by 83,540, by
deleting funds for one project.

. The budget proposes $83,162 for three minor capital outlay projects for the

Department of ‘General Servrces The department s request is summarlzed in
Table 3

Table 3
Department of General Serwces
Minor Capital Outlay

1981-82 _ :
s L : & o Budget Bill Analyst’s
Prqlect o - Location *  Amount Proposal
1. Storage facility for hazardOus materials ......o..... Redding - $18,750 . $18,750
2.. Replace light fixtures........ : . Capitol Park - 60,872 60,872
‘3. Install door strips on two office bmldmgs .......... Sacramento - .. 7 3,540 e
Totals, Co o $83,062 - $79622

One project for $18,750-would provide funds for construction of a storage build-
" ing in the vicinity of the Redding state office buildirig. This building would be used
for storage of hazardous materials used by various state agencies located in the
office building. Construction of the famhty will ehmmate the. hazard of locatmg
these materials within office spaces:
~ . Another project for $60,782- would provxde funds to replace the electrical compo-
nents within the existing light fixtures in Capitol Park, Sacramento. The fixtures’
.components are no longer manufactured and replacement parts are not available.
The proposed project would convert the fixtures to high-intensity output fixtures
which would increase lighting in Capitol Park by 33 percent These two projects
are needed, and we recommend approval. '
The project for $3,540 would provide funds to install segments of polyvmylchlo-
ride doorway “curtains” on the loading docks in the Personnel Building and the
, Educatron Building in Sacramento. The department indicates that these.doorway
-~ “curtains” would allow movement through the open door -while maintaining the.
air temperature inside the building and reduce energy costs. The department has
" not provided any information on the amount of energy which would be saved as
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a result of this installation. We, therefore, have no basis on which to évaluate the

benefits of thls project, and recommend the project be deleted for a savings of
$3,540.

DEPARTMENT OF GENERAL SERVICES—REAPPROPRIATION

Item 176-490 from the General
Fund, Special Account for o
Capital Oqtlay T ' Budget p. SCS-125

ANALYSIS AND RECOMMENDATIONS

Recpproprnahon—Capliol Area Street Lighting »

We recommend that Item 176-490), reappropriation of $25'0 000 for mstallmg streetllgbts
within the capitol area, be deleted, Further, we recommend that a new item (176-495) be
added to the budget to revert these funds to the unappropriated smplus of the General Fund,
Special Account for Capital Outlay

The Budget Act of 1980 appropriated $250,000 in Item 509. 1 from the General
Fund, Special Account for Capital Outlay, for the state’s share .of the cost of
installing streetlights within.the capitol area. The City of Sacramento and the
Capitol Area Development Administration are also financial participants-in this
project to upgrade streetlighting in areas to the south and west of Capitol Park.
The estimated cost of the total project was prorated among the three participants
based on the linear frontage of properties under the jurisdiciton of each agency.
Budget Act language limits the state’s share of total project costs to 47 percent.

The Legislature also adopted Budget Act language under Item 509.1 requiring
the Department of Finance to identify up to $250,000 in funds appropriated under
Section 15863 of the Government Code. If available, these funds were to be used
in lieu of the funds appropriated in Item 509.1. Section 15863 of the Government
Code provides a continuous appropriation to the Department of General Services,
and the appropriated funds may.be used to implement the objectives of the
Capitol Area Plan adopted by the Legislature. Revenues to the section. 15863
account are generated through the rental of state property under the jurisdiction
of the Department of General Services.

--The Governor’s Budget (page SCS 123) indicates that estimated expendltures
from the Section 15863 account proposed for 1980-81 include $250,000 for this
project. Thus, the Department of Finance has identified sufficient funds in this
account to fund the project in accordance with the budget control language -and
the funds appropriated under Item 509.1 are not needed. We, therefore, recom-
mend funds appropriated in Item 509.1, Budget Act of 1980, be reverted to the
unappropriated surplus of the General Fund, Special Account for Capital Outlay.
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. ‘State and Consumer Services. Agency
INTERGOVERNMENTAL PERSONNEL ACT ADVISORY

COUNCIL
Item 186 from the Federal Trust ,
" Fund - = : ' Budget p. SCS 128
Requested 1981-82 ’ oo $1,514,000
Estimated 1980-81...........ccccceuiiinnnicnnniencneianens _ 1,516,500
Actual 1979-80 ........civvirerereiinnrenniesenssensesivensessisnnesransivissnessssiveers 1,694,062
Requested decrease (excluding amount for salary ' E
increases) $2,500 (—0.2 percent) » ' ;
Total recommended reduction .............iiioivennvenneeeciviesivennenn * ‘None -
1981-82 FUNDING BY ITEM AND SOURCE : : :
Item Description ' Fund Amoutt -
186-001-890—Support, and grants to state agencies Federal Trust ' $703,610.
186-101-890-—Grants to local agencies o Federal Trust - 810,390
Total . . : - ~.$1,514,000

GENERAL PROGRAM STATEMENT

The Intergovernmental Personnel Act Advisory Council was created by execu-
‘tive order in 1975 to administer the state’s program for improving personnel
management in state and local government under the federal Intergovernmental
Personnel Act (IPA). The courcil’s five members are appointed by the Governor
and serve without compensation. A staff of 5.5 posxtlons (8.5 professional and 2
clerical) provides administrative support. ‘

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

"Approximately one- th1rd of the proposed projects receive fundmg under the:
program. '

ANALYSIS AND RECOMMENDATIONS

We recommend approval,

The budget proposes appropriations of $1,514,000 from federal funds for support
of the Intergovernmental Personnel Act program in 1981-82. This is $2,500, or 0.2
percent, less than estimated federal fund expenditures under the program during
the current year. Table 1 shows total program expenditures and personnel re-
sources for the program during the three-year period ending June 30; 1982. The.
table shows that the $1,514,000 is budgeted as follows

1. $427,582 for grants to state agencies.

2. $810,390 for grants to local agencies.

3. $276,028 for program administration. .

Table 1 also shows that operating expenses and equipment costs are expected
to increase by $28,980, or 32.1 percent in the budget year. This increase’is due
primarily to a budgeted increase of $18,087 in consultant and professional services.
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- Table 1
Intergovernmental Personnel Act Advisory COuncll
Budget Summary. )
Actual - Estimated - Proposed Change
1979-80 1980-81 " 1981-82 Amount - Percent

Personal SEIvices ... uummmmmen. | $132627 . $153008  $156.7T7 $3,769 25%
Operating expenses and equipment 40,784 - 90271 - 119951 28,980 32.1

Total administrative expenses.... ($173 411)  ($243279)  ($276,028) ~ ($32,749) 13.5%
. Grants to-state agencies .... . 740,875 445611 427,582 —18,029 —40
Grants to local agencies ...........evc 779,776 827,610 810,390 ~-17220 - -2l
Total expenditures (federal funds) ~ $1,694,062  $1,516,500 $1,514,000 —$2500 . —02
Personnel-years .......... esmpsmnseressseesisaesess 5.1 55 — —_

The council reports that dunng the 1980 calendar year, 36 projects were support-
ed through grants totaling $1,635,091 and matching funds of $1,999,649 provided
by the recipient agencies, resulting in total costs for all 36 projects of $3,634,740.
Prograrn grants covered 45 percent of the total budgeted costs of the approved

pro_]ects
How the Funding Level is Deiermmed

“ Under the IPA, federal funds are provided to the 50 states through the U S.
Office of Personnel Management (formerly the U.S. Civil Service Commission).
The amount of funds allocated to each state is determined by a formula based on

(1) population, (2) the number of state and local government employees, and (3)
the extent to which 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 Management would assume this function. By administering
the program, the state, rather than the federal government, determines which of
‘the competing projects receive funding, ,

~ State and Consdmer»services Agency
STATE PERSONNEL BOARD

Item 188 from the General . I
Fund and various funds o - Budget p. SCS 129

Requested 1981-82 ........vevvveeerorimmoeeereesmesessesen eiaasaeeessssnsnseans $24,289,264
- EStMAtEd 1980-8L..c...cvvrerrrssssssesssssisssesssssesssrrssssssssssiossessssssssssssees 23,982,353
ACEUAL 197080 fevvevereeeeereeesiemeerereeererseesseesessssstessessesesssseseeeseeesesees 21,969,212

'Requested increase (excluding amount for salary
increases) $1,006,911 (+4.3 percent)

Total recommended reduction ............co.c.lveeeinnsenens $499,811
Recommend’ transfer to’ Item 516 (Department of Rehabili- o
T S S 1,752,225

' 1981-82 FUNDING BY ITEM AND SOURCE

Item ~ Description ' : .. Fund Amount

188—001-001-Support of the State Personnel Board -General - © $23,095,681
(SPB)

18&001-677—Support of SPB services to local gov- Cooperatlve Personnel Serv-- 1,193,583
- érnments © ices Revolvmg ' '
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# s Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS paé:s'

1. Printing. Reduce Item 188-001-001 by $23,210, reduce Item 158-001- 223
677 by $3,018 and reduce reimbursements by $12,445. Recommend
deleting excess printing funds.

2. Telephone. Reduce Item 155-001-001 by $36,500, reduce Item 185- 293
001-677 by $2,540 and reduce reimbursements by $4,003: Recom-
mend eliminating unnecessary funds budgeted for telephone costs.

3. Postage. Reduce Item 155-001-001 by $40,049, reduce Item 158-001- 224
677 by $1,646 and reduce reimbursements by $2,804. Recornmend '
deleting excess funds budgeted for postage.

4. Sexual Orientation. Reduce Item 188-001-001 by $34,845. Recom- 224
mend deletion of $34,845 from the General Fund and a correspond-
ing increase to reimbursements to continue funding a sexual
orientation project with- federal funds rather than General Fund
money. .

5. COD Coordmators Beduce Ttem 188-001-001 by $358,003. Recom-
mend deletion of funding for COD coordinators.

6. Rehabilitation Funding. Transfer $1,752,225 to Item 516, Recom-
mend transfer of funds from SPB to Department of Rehabilitation.

7. Civil Service Selection.. Recommend SPB report to the Legisla-
ture by December 15, 1981 on its pilot program to decentralize
employee selection.

GENERAL 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 approximately 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 compliance 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 opportuni-
ties for disadvantaged and minority persons within both state and local govern-
ments.

The board also is responsible for coordmatmg 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 budget proposes total expenditures of $29,387,543 from the General Fund,
special funds, and reimbursements for support of the SPB in 1981-82. This is
$1,250,164, or 4.4 percent, more than estimated total expenditures for the current
year. Board expenditures, exclusive of reimbursements, are estimated at $24,289,-
264, which is an increase of $1,006,911, or 4.3 percent, above estimated current-year
expenditures. This amount willincrease by the amount of any salary or staff benefit
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increase approved. for the budget year.

Table 1 presents (1) a summary. of expenditures for each of the board’s five -
programs during the three-year peiod ending June 30, 1982, (2) total personnel-
years for these years, and (3) a.comparison of expenditures and personnel-years _
in the current and budget years. The table shows that total staff is expected to
decrease by 5.8 positions. This decrease is the net result of (1) the expiration of
9.3 limited-term positions in the current year and (2) the proposed elimination of "
6 positions in the budget year, (3) a request for 9.5 additional positions for the
budget year. Table 1 also shows a proposed increase in General Fund costs of
$1,051,532, or 4.8 percent, in the budget year. :

Table 2 summarizes the proposed 1981-82 General Fund budget changes. It

- shows that $417,059, or 40 percent of the General Fund increase, would be used .
" to provide a 7 percent cost-of-living adjustment for reimbursing employers’ payroll -
. costs under the jobs program. (We discuss the jobs program later in this analysis.)
.Other major increases include (1) .$198,044 for 7 additional positions requested for
-the appeals program, and (2) $180,629 for employee merit salary adjustments.

R e GO DO =

Table 1
State Personnel Board
Budget Summary . .

. . " Actual Estimated - Proposed Change
Program o 1978-80 1980-81 1980-81 Amount Percent
. Merit system administration........ $20,936,240  $22.366,350  $23,270,006 $903,656 4.0%

Appeals 1,334,471 1,471,429 1,718,145 246,716 168
. Personnel development............... 1,094,937 1,583,777 1,665,028 81,251 . 5.1
. Local government services 2,037,798 2,715,823 2,809,364 93,541 34
.- Management services: :

Undistributed .... 14,659° — —

Distributed ($3,273,491)  ($3,636,706)  ($3,779,556)  ($142.850) - (3.9)

Special adjustment ® : . - '

(General Fund) — = 75000 —75,000 NJ/A

‘Total expenditures. $25418105° $28137379  $20367543  $1950164  44%
Rexmbursements . —4134234  —4855026 5098279  —243.253 50 .
Federal funds ....... —14,659 — - —

Total " state  costs (excludmg )

reimbursements) i.............. ©$21,269.212 $23,282,353.  $24,289.264  $1,006,911 43
General Fund S, 491,554 . $22,044149 - $2309565]  $1,051,532 48
Cooperative Personnel Service Re- : : T
volving Fund................ S $777,628 $1,23<9,204 31193583  —$44621 36

Pemonnel.—years .................................... . 8666 6226 ~58 —-09 .

- * Represents resources expended by the SPB in prowdmg personnel services to the Liberian govemment
. ‘under contract with the United States government. The board was reimbursed fully by the US.
* - government for provnduig these services.

b Unspecified reduction i in board s operating expenses and -equipment. .

" 'Table 2

: State Personnel Board
Proposed 1981-82 General Fund Budget Changes

l 7 percent f:ost-df-li\iing adjustment for reimbursing eniployers' payroll costs under the
- _jobs program $417,059
27 additional positions requested for appeals program 198,044
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3. Merit salary adjustments: st ' 180,629
4. 1.5 additional professional positions requested for recruitment Program...........saees 47,142
5. One additional professional position requested for continuing a sexual orientation L
project funded in the current year by a federal grant © 34845
6. Special rate increase for Teale Data Center foriei 27,500
7. OASDI increase . 199,297
8. Special ad]ustment (unspeclﬁed reductlon in board's operating expenses and eqmp-
ment) —75,000
9. Less $22,608 expended in current yeat from appropnatxon by Chapter 842, Statutes i
of 1979 (SB 935) for board to validate examinations in Department of Corrections -22,608
10. Expiration of one limited- term clerical position from board’s Office of Information - .
- Management ~12,000
11. Less $5,355 expended in current year from appropriation by Chapter. 938, Statutes of .
. 1979 (SB 370), for board to develop guidelines for reduced worktime program........ . —5,355
12. Price increases and miscellaneous minor ‘adjustments - 238979

Total ; : . . $1,051,532°

Printing Overbudgeted ’

We recomniend that funding for printing be reduced on the basis of récent expenence, for
a savings of $38,684 (reduce Item 188-001-001 {General Fund) by $23,210; reduce Ttem
188-001-677 (Cooperative Personnel Services Revolving Fund) by 83,018, and reduce reim-
bursements by $12,456.)

The budget proposes $96,492 for printing in 1981-82. As shown in Table 3, the
board has consistently overbudgeted printing since 1977-78. In 1979-80, it spent
only 60 percent of the $84,830 included in the budget.

Table 3

" Printing Expenditures
State Personnel Board

‘Percent of
. Budgeted Expended Budget Spent
1977-78. ; : $86,938 $60,044 69%
1978-79 . . 88,467 69,363 78
1979-80 84,830 50,492 60

1980-81 : : 90,179 - =

The board was unable to provide details as to how the amount budgeted for
printing was derived. Lacking detailed justification, we have no basis for recom-
mending approval of the requested amount. Instead we recommend that the
board’s budget for printing be reduced to the level actually expended in 1979-80,
adjusted for an inflation rate of 7 percent in the current and budget years. This
is the inflation rate allowed for general price increases in operating expenses by
the Department of Finance in its budget preparation instructions. Accordingly, we
recommend an allocation of $57,808 for printing, or $38 684 less than included in
the Governor’s Budget.

Telephone Expenses Overbudgeted
- We recommend a reduction of $43,043 to delete unnecessary funds budgeted for telephone
.. expenses. (reduce Item 188-001-001 (General Fund). by $36,500, reduce Item 188-001-677
. (Cooperative Personnel Services Revo]vmg Fund) by $2,540 and reduce reimbursements by
$4,003.). . '
The board’s budget support documents 1nd1cate that $270,672 is budgeted for
telephone costs, which is $76,615, or 39 percent, more than the $194,057 actually
spent for this purpose in the past year. The Department of Finance, in its budget
preparation instructions, advxsed agencies to budget for a telephone cost increase
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of 15 percent above past-year costs. The board has no data to support the need for
the additional amount budgeted for this purpose. In the absence of detailed justifi-
cation, we have no basis for recommending approval of the requested amount.
Instead, we recommend that the amount budgeted for telephone costs be limited
to 15 percent more than the amount actually spent in the prior year costs, as
suggested by the Department of Finance’s budget preparation instructions. Ac-
cordingly, we recommend approval of $227,629, $43,043 less than the amount
requested. The lesser amount prov1des for a 15 percent increase. above 1979-80
-expenditures, after allowing for the increase in the number of staff budgeted.

Postage Overbudgeted
' "We recommend a reduction of $44,499 to delete unnecessary funds budgeted for postage
(reduce Item 188-001-001 (General Fund) by $40,049, reduce Item 188-001-677 (Cooperative
- Personnel Services Revolving Fund) by $1,646, and reduce reimbursements by $2,804).

A review of the board’s budget support data reveals that $243,831 is budgeted
for postage. This is $65,856, or 37 percent, more than the $177,975 actually expend-
ed for postage in 1979-80. The board was unable to explain how the amount
- budgeted was determined. Postage rates have not increased since 1978 and no such
increase is scheduled. Based on our review of the board’s workload indicators, we
believe an increase of 12 percent above past-year postage costs would be appropri-
ate. Accordmgly, we recommend that $199,332 be authorized for this purpose, for
a savmgs of $44,499. .

MERIT SYSTEM ADMINISTRATION PROGRAM

The merit system administration program is responsible for (1) monitoring the
classification and pay plan; (2) recruiting, selecting and placing qualified candi-
dates in state jobs; (3) developing and adopting personnel management policy; (4)
administering the state’s affirmative action program; and (5) developing employ-
ment opportunities for dmsadvantaged persons under the Welfare Reform Act of
1971.

Staffing Chunges

The budget proposes a net reduction of 9.8 positions in the ment system adminis-
tration program. This net change results from:

. Expiration of 9.3 limited-term positions.

. Proposed elimination of 2 machine operators in the management services
program which are distributed to the merit system administration program.

. Proposed elimination of 1 clerical position in anticipation of increased efﬁcx-
encies from the acquisition of word-processing equipment.

.- 1.5 additional professional positions requested for recruitment activities.
(Our analysis indicates that these positions are justified.)

. 1 additional professional position requested for continuing a sexual orienta-
tion project (discussed below).

A

Préposed Continuation of Sexval Orientation Project

We recommend deletion of $34,845 requested from the General Fund and a corresponding
increase in reimbursements to continue funding a sexual orientation project with federal
fumis' rather than General Fund money (reduce Item 188-001-001, General Fund).

" On April 4, 1979, the Governor issued Executive Order B-54-79 which (1) pro-
hibits state agencies from discriminating in' state employment against anyone
because of the person’s sexual preference and (2) directs that any- alleged acts of

“such: discrimination be reported to the SPB for resolution.
Pursuant to the executive order, the SPB used federal funding under the Inter-
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" governmental Personnel Act (IPA) to hire one professional employee in the cur-
rent year to investigate the state’s personnel management system and recommend
adjustments needed for ensuring that the system does not permit discrimination
against persons because of their sexual preference The stated objectives of the

-project included:

¢ Analyzing state rules, processes and activities and developing SPB policies in
this area.

« Developing and distributing an information pamphlet to promote tolerance
or acceptance on'the job of persons having different sexual preference.

o Developmg a system for enabling persons to file complaints of discrimination
in this area without being subject to repnsal or harassment.

The budget proposes to continue this project and fund it with General Fund
money.

We are advised that funding for this project could be continued under the IPA
program for up to three years. If the administration believes this project warrants
extension, we believe it should continue to be financed with federal funds rather
than General Fund money.

Accordingly, we recommend deletion of the $34 845 requested from the General
Fund and a corresponding increase in reimbursements to support this project.

Careéer Opportunities Development Program

The purpose of the Career Opportunities Development (COD) ‘program is to
reduce public dependency by creating career opportunities in public sector em-
ployment for former, current and potential welfare recipients and other disadvan-
taged persons. COD consists of two elements: (1) the jobs program for welfare
recipients and the disabled and (2) project grants awarded to state and local
agencies for employment-related activities. SPB administers the program in coop-
eration with the Employment Development Department (EDD) and the Depart-
ment of Rehabilitation (DOR).

The State Personnel Board (1) provides technical assistance to state agencies in
restructuring civil service jobs for the purpose of eliminating artificial barriers to
the employment of program candidates, (2) negotiates and monitors contracts
with state agencies for the placement of program participants in permanent jobs
upon complenon of their training; and (3) administers project grants designed to
result in employment opportunities for COD clients. »

The EDD (1) identifies and refers welfare applicants and recrplents to employ-
ment and training opportunities created by the board and (2) develops, negoti-
ates, - fills, and monitors employment and training opportunities in local
governments and community based organizations. EDD’s component of COD,
targeted for welfare applicants and recipients, utilizes a combination of federal
and state funding, and is referred to as the jobs program for welfare recipients. In
.addition, EDD adminsters a Work Incentive/On:-the-Job-Training (WIN/OJT)
program in the private sector. WIN/OJT is similar to the COD program in that
it provides job training to recipients of Aid to Families with Dependent Children
(AFDC) to enable them to find permanent employment in the private sector and
move off public assistance.- :

The DOR (1) utilizes COD funds as a state match for federal vocational rehabili-
tation funds, and (2) identifies and refers disabled clients for employment and
training opportunities. ThlS component is referred to as the jobs program for the
disabled.

. - The budget proposes expendltures totaling $9,336,504 from the General Fund
and reimbursements for support of the COD program in 1981-82, which is an
increase of $597,917, or 6.8 percent, over estimated current year expendltures
Table 4 details proposed expenditures by program component.

1181685
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‘Table 4
Career Opportunities Development Program
Expenditures by Component
1980-81 and 1981-82 ,
Estimated  Proposed Change .
1980-81 198182 Amount . Percent

Salaries for welfare recipients ...........eeenniarsressmnnes - $4320000° $4,622,775 - $302,775 7.0%
Rehabilitation match ® 1,639,981 1,752,225 112,244 6.8
Project grants . 461,187 431,817 - —29,370 —64
Salaries for the dlsabled 1,639,981 1,752,295 112,244 6.8
Program coordinators . - 276,966 358,003 81,037 29.3
SPB administration 400,472 419,459 18,987 4.7
Totals e . . $8738587  $9,336504  $597.017 6.8%

*Ccop COD pays 80 percent of participant’s salary;. employer pays the remammg 20 percent.
b DOR utilizes this match and subsequently contracts with SPB, in the same amount, for salaries for the
disabled. This overstates the COD budget by the amount of the contract, as dxscussed later in thls
Analysis.

¢ COD pays 100 percent of salary.

Variable Retention Rates.  In response to the Supplemental Report of the 1980
Budget Act, SPB submitted a report, dated December 30, 1980, on the job reten-
tion rates of participants in the jobs program for welfare recipients after they were
placed in permanent employment. The report covered the period October 1, 1978
through September 30, 1979. The supplemental language, however, requested
data to be provided from August 1, 1979 to July 31, 1980. SPB was unable to comply
with the time period requested by the Leglslature due to data limitations. Table
5 displays the retention rate over a three- and six-month period for each program
component. Retention rates for local government and community-based organiza-
tions are lower than for other public sector employers.

Table §
Jobs for Welfare Recipients
Retention Rates
October 1, 1978 through September 30, 1979

- : Percerit Employed Aﬂ‘er
Program Components Three Months Six Months

State Government ............. ' 94% - 88%
State University and Colleges System 94 04
Local Government . . 76. 67
Community Based Organizations.......... 60 47
Budget Bill Language

The budget proposes that employers contmue to pay 20 percent of total payroll
. costs for participants in the jobs program for welfare recipients. However, the
control language that would maintain this policy was misplaced in the Budget Bill.
We recommend that the Budget Bill language be amended to correct this mistake.

‘Contract Services Circumvent Legislative Review

" We recommend deletion of funding for the COD coordinators, for a General Fund savings
of $358,003 (reduce Item 185- 001-001, General Fund).

SPB proposes funding for 12.6 positions to administer the COD program in
1981-82. In addition, SPB is proposing to contract with several departments for
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additional staff to coordinate COD activities with departmental programs. These
additional staff are known as coordinators. Generally, the coordinators are respon-
sible for career opportunities development, affirmative action, and .civil rights
oversight in their respective departments.

The board is proposing contracts with the following agencies and departments
(1) Health and Welfare Agency, (2) State and Consumer Services Agency, (3)
Youth and Adult Correctional Agency, (4) Resources Agency, (5) Department of
Transportation, (6) Business, Transportation and Housmg Agency, and (7) De-
partment of Developmental Services.

Table 6 details the departments and agencies proposed to have coordinators in
1981-82 and the estimated contract amounts.

Table 6
Career Opportunities Development Coordinators
Orgamzatlon and Contract Amount

1981-82
‘ Number of Contract
Organization _ Coordinators =~ Amount
Health and Welfare Agency : 1 $52,117
State and Consumer Services Agency 1 55,688
Youth and Adult Correctional Agency 1 57,202
Resources Agency : 1 43,916
Business, Transportation and Housing Agency 1 43,401
Department of Transportation 1 32,597
Department of Developmental Services 2 73,082 .
Totals 8 $358,003

Our analysis indicates that contracting for these services is mappropnate for the
following reasons:

1. Funding for the coordinator posmons is budgeted by the board in operating
expenses and equipment. This conceals from the Legislature the total cost of
personal services devoted to the COD program. Similarly, our analysis indicates
that, as a result of this budgeting practice, contracting agencies have additional
staff resources which are not reflected as, positions in their respective budgets.
2. The departments that have entered into interagency agreements for coordi-
nator staff have not established these positions in a uniform manner. For example:

a. Although the State and Consumer Services Agency has had a coordinator
position for several years, the agency has not requested legislative authoriza-
tion for the position. In the current year, the agency administratively estab-
lished the position. When this position. expires on June 30, 1981, it will be
reestablished during the budget year. This has been the administrative prac-
tice since the coordinator position was created.

b. The Health and Welfare Agency does not have a permanently authorized
position for the COD coordinator. Instead, the agency funds the position out
of its temporary help blanket and is subsequently reimbursed by the COD

- program.

3. Coordinators are supported 100 percent with COD funding but are used to
perform tasks which are unrelated to developing COD jobs. Such activities include
serving as affirmative action, personnel and labor relations officers. This tends to
reduce the cost-effectlveness of the COD program, and may result in fewer per-
sons being served.

4. Our analysis indicates that the responsxbxhtxes of the COD coordinators over-
lap with those of the six professional staff persons in the COD program who are
responsible for developing job opportunities.
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For these reasons, we recommend deletion of funding for the COD coordina-
tors, for a General Fund savings of $358,003. To the extent that the seven affected
departments require additional support for their affirmative action, civil rights
and labor relations activities previously supported by COD, these funds should be
-sought through the normal budgetary process.

COD Program Expenditures Overstated

We recommend a transfer of $1,752,225 from Item 185-001-001 (a) (State Personnel Board)
to Item 516-001-001 (a) (Department of Rehabilitation).

The board proposes to transfer $1,752,225 in funds appropriated for the COD
program to the Department of Rehabilitation so that DOR can use them to match
federal vocational rehabilitation funds. The matching is done on an 80 percent
(federal) /20 percent (state) basis. Under an interagency agreement, the board
agrees to transfer the funds on the condition that DOR will (1) use SPB to develop
jobs for the disabled in sufficient number to expend the full amount transferred
($1,752,225 in the budget year), and (2) pay the board an additional amount for
administrative costs ($350,445 in the budget year.)

Our analysis supports the concept of using General F und dollars to secure
federal matching funds. Our analysis indicates, however, that these funds should
be included in the Department of Rehabilitation’s (rather than the board’s)
budget because: :

1. The existing arrangement causes COD program requiremetts to be overstat-
ed by $1,752,225 in the budget year. This occurs, as detailed earlier in Table 4,
because the $1,752,225 is shown as an expenditure twice, once when it is temporar-
ily transferred to DOR to provide a match, and again when the funds are used to
pay the salaries of disabled participants.

2. Failure to do so prevents the Legislature from having a clear picture of the
funding sources utilized by the Department of Rehabilitation when providing the
state match for its programs.

3. The COD program could be streamlined by eliminating unnecessary ad-
ministrative steps.

In order to portray accurately funding for the COD program in the budget, and
thus facilitate legislative review, we recommend that $1,752,225 be reduced from
the State Personnel Board’s budget and included in the appropriation for the
Department of Rehabilitation.

Pilot Program to Decentralize Employee Selection

We recommend that the SPB report to the Legislature by December 15, 1951 on (1) the
results of its pilot decentralized selection program and (2) its plans for continuing decentral-
ized employee selection or extending it to other state agencies.

In the 1980 Analysis, we noted that the SPB was intending to delegate much of
its personnel' selection function to the individual line departments. We also noted
that, in our judgment, it is not appropriate for the board to begin shifting a major
portion of its responsibility for personnel selection without first (1) considering the
total statewide costs and benefits of such a change and (2) providing the Leglsla-
ture an opportunity to consider the costs and benefits.

In response, the Legislature, through the Supplemental Report of the 1980
Budget Act, directed the board to suspend any increase in the delegation of its civil
service selection responsibilities (1) unless the findings of a study of the state civil
service selection process being conducted under the supervision of the Auditor
General indicates that such delegation would be to the state’s advantage and (2)
until the board notifies the Legislature of its specific plans for increasing such
delegation. '
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A November 18, 1980, report entitled Opportunities to Improve the Efficiency
and Effectiveness of the Civil Service Selection Process, prepared by a private firm
under the supervision of the Auditor General, recommended, among other things,
that the SPB implement a decentralized employee selection program on a. pilot
basis.

The board, in a January 7, 1981 letter to the Legislature, stated that it plans to
unplement such a program in four state departments. The board indicated that,
in addition to delegating responsibility for processing examinations, the pilot pro-
gram will “significantly increase the responsibility on the part of the department
to ‘develop selection plans and procedures for individual classes .within. broad
guidelines and standards established by the State Personnel Board.”

In order to ensure that the Legislature has an opportunity to.consider the costs
and benefits of delegated selection before it is extended to other state agencies or
implemented on.a permanent basis, we recommend adoption of the following
supplemental report language:

“The State Personnel Board shall report by December 15; 1981, to the Joint
Legislative. Budget Committee ‘and the legislative fiscal committees on the re-

_sults of its pilot decentralization employee selection program, and on its plans
for continuing such decentralization or extending it to other state agencies. If
the board plans to continue or extend such decentralization, the report should
include: :

1. An estimate of the number of SPB staff and related costs Wthh would no
longer be needed in 1982-83 and subsequent years;

2. An estimate of the total number of additional staff the individual line agencies
would require to carry out the delegated functions, and the additional costs these
agencies would incur in 1982-83 and subsequent years, and

3. A description of the operational advantages and disadvantages that would
result if the board’s plan is implemented.” ‘
Audit Unit Identifies “Grade Creep”

The State Personnel Board (SPB) Audit and Control unit investigates the per-
sonnel practices of state agencies to (1) ensure compliance with personnel regula-
tions, statutes and. policies and (2) control “grade creep” whereby, over a period
of time, employees performing the same tasks tend to be elevated to hlgher grade
levels. The unit schedules its audits s0 that each state department is reviewed
every five to six years.-. -

In June 1980 the unit pubhshed the ﬁnal report of its audxt of the Department
of Corrections’ personnel practices. In the report the SPB, among. other things,
identified 361 positions which.were misallocated. Most of the -misallocations in-
volved employees who were classified at higher levels than warranted by the
duties they were performing.

As a result of the board’s audit, (l) the misallocations and other deficiencies in
the departrnent’s personnel practices are being corrected and (2) in our analysis
of the Department of Corrections’ budget (Item 524) we are recommending a
reduction of $800,000 to reflect the savings which should be realized from correct-
ing the department’s misallocations.

APPEALS PROGRAM
We recommend approval
This program involves investigating and making recommendations relative to
appeals made to the SPB regarding examinations, discriminatory actions, griev-
ances and related areas.
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The budget requests seven additional positions (five professional and two cleri-
cal) for handling workload increases. Our analy51s indicates that these pos1t10ns are
needed.

PERSONNEL DEVELOPMENT PROGRAM

The stated purpose of this | program is to provide leadership to state agenmes in
the development, implementation and evaluation of their employee trammg pro- -
grams. The program also offers central training courses and consultmg services to
state agencres on a relmbursement basis.

I.OCAI. GOVERNMENT SERVICES PROGRAM

‘This program consists of two interrelated subprograms: (1) Merlt Systems Serv-
ice (MSS) and (2) Cooperative Personnel Services (CPS)

Merit System Services -

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

Cooperative Persounel Services (ltem 188-001-677)

Under the CPS program, the board provides recruitment, selection and other
. technical personnel services to local government agencies. All program-costs,
except those resulting from language proficiency tests and the compilation of lists
of interpreters. (discussed below), are financed on a reimbursement basis by local
agencies for services they receive. Such’ relmbursements are paid 1nto the Cooper-
ative Personnel Services Revolving Fund. .-

In the budget year, $96,000 is requested from the General Fund in order for the

board to continue to:

1. Develop and conduct examinations for ensuring the language proﬁcrency of
interpreters used in county superior courts, pursuant to the provisions of
Chapter 158, Statutes of 1978 (AB 2400).

2. Compile and publish a list of interpreters it has determmed to be proficient;
for use by state agencies in conducting adrmmstratrve hearmgs, pursuant to
Chapter 1057, Statutes of 1977 (SB 420).

MANAGEMENT SERVICES PROGRAM

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

Two machine operator positions are to be eliminated in anticipation of the
proposed acqmsmon of more efficient duphcatmg equlpment
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STATE PERSONNEL BOARD—REVERSION

Item 188-495 from the General :
Fund ) Budget p. SCS 137

Reversion—Career Opportunities Development Program

We recommend approval of Item 188-495, which provides that the unencumbered balance

" of the appropriation made by Chapter 578, Statutes of 1.971 is. to revert to the General Fund

as of June 30, 1951

‘Chapter 578 appropriated $7 million to the State Personnel ‘Board (SPB) for
Career Opportunities Development  (the “Jobs for Welfare Recipients Program”
which is discussed elsewhere in this analysis) . According to the budget, this appro-
priation was réported as fully expended by June 30, 1974, but the State Controller’s
records indicate that $105,152 of the appropriation never was expended. Because-
the program is funded by annual Budget Act appropriations to the SPB, funds
remaining from this special appropnatlon are not needed and, therefore, should
revert.

State and Consumer Services Agency
PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Item 190 from General Fund

and various funds o : Budget p. SCS 139
Requested 198182 .......ccouivirerriciinerensiessisiesssestivssssssssessesssiosanne $33,840,950
- Estimated 1980-81... ' ’ - 33,466,805
Actual 1979-80 ...... ieesearaseeesiotheeetatsresaeseiinnnareessarineteissaneiaressinrasiessanaiie 25,197,879
Requested increase (excluding amount for salary
increases) $374,145 (+1.1 percent) ,
Total recommended reduction ....... et er et easaes $621,714
1981-82 FUNDING BY ITEM AND SOURCE
Item . Description : ) Fund Amount.
190-001-001—Social Security Administration General - $52,186 -
190-001-820—Retirement Administration Legislators” Retirment . v 79,819
190-001-830-—Retirement Administration _ Public Employees’ Retire- . 19,425,703
: : . ment P o
190-001-950—Health Benefit Administration State Employees’ Contm- 2,011,416
. } gency Reserve . . )
190-010-962—Retirement Administration Volunteer Firefighters . 78,186
‘Length of -Service Award :
System : S
190:011-001—Administration of the ]udges Retlre-’ General - 121,166
ment System i )
190-101-001—Laocal Assistance (Leglslatxve Man- General = - L 10,979,840
dates : i i
_Rexmblzrsements “ . — B , 1,092,634

Total » , © $33,840950
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. : Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS paé'r:e

1. Salary Savings. Reduce Item 190-001-830 by $476,143. Recommend - 235

increase in salary savings to reflect prior years’ experience.

2. Contracted Services. Reduce Item 190-001-830 by $145571. Rec- 236

ommend disapproval of unjustified expenditures for contracted
services. , '
GENERAL PROGRAM STATEMENT R » .

The Public Employees’ Retirement Systern (PERS) administers retirement,
health and related benefits for an estimated 801,334 active and retired public
employees in 1980-81. The participants.include state constitutional officers, mem-
bers of the Legislature, judges, state employees, most nonteaching school em-
ployees and 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 Governor. It is under
the administrative jurisdiction of the State and Consumer Services Agency.

* Administrative costs of the system are shared by the employees and employes
and are funded, primarily, from the interest earnings on invested employee and
employer contributions. Therefore, expenditures funded from these contributions
are excluded from the state budget total. T '

The major PERS-administered retirement programs include a retirement,
health benefits and social security program. PERS administers the coverage and:
reporting aspects of the Federal Old Age Survivors, Disabilty ‘and Health Insur-
ance program which is mandatory for state employees and is available.to local
public workers whose employers elect such coverage. 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. -

Table 1 ,
Contribution Rates for Public Employees’ Retirement System
(PERS) Retirement Benefits

* PERS Membership  Employers® - - Employees® Total® . .
State miscellaneous : 1925% 60%°® 25.25%
State industrial ‘ 20,05 60° 26.05
State safety . : ©o2015 6.0° 26.15
Highway patrol a4 . - 8o +'39.44
Local nonteaching school employees..........umiciimmesrmusinns 13.13° 70f . 2013

Local contracting agency employees Various® Various

-® Expressed as a percent of salary. N ’ . )
b Percent of salary in excess of $317 per month; if not under Social Security System. If under Social Security
System, the rate is 5 percent of salary in excess of $513 per month. ] ‘
© Percent of salary in excess of $238 per month. for:most: safety members, except state police and forestry
and fish-game wardens. Generally not eligible for Social Security System. :
4 Percent of salary in excess of $238 per month. Not eligible for Social Security System.
© Rates vary from 10.8 percent for Los Angeles County Superintendent of Schools to 15:07 percent fqr Los
Angeles City Schools. However, the rate for the overwhelming majority of the employers is 13.13
percent of employee’s salary. : ) .
f pPercent of salary, if not under Social Security System. If under Social Security System, therate is 7 percent
of salary in excess of $133.33 per month. . ) ]
£ Varies, depending on the membership classification of the employee and provisions of the retirement
" contract with PERS. :
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The system provides and administers a number of alternative retirement plans
through which the state and the contracting agencies provide their employees a
variety of benefits. The costs of these benefits are paid from employer and em-
ployee contributions, based on spec1fied percentages.of salary These contributions
are designed to fund the Tong-term acturial cost of the various benefits provided.

. For state employees and nonteaching local school employees, the contribution
rates are determined by state law and are changed when any statutory change in
the benefits is made. For contracting local agencies, the employer and employee
rates are determined by PERS actuaries, based on the cost of the particular benefit
package approved by the respective governing bodies of these agencies.

~ In 1980-81, employers.and employees. pay contributions for PERS retirement
benefits based-on rates shown in Table 1. -

Table 2 shows the actual and projected growth in the numbers of PERS partici-
pants and-the amount of benefits paid for the past, current and budget years.

Table 2
Increase in Public Employees’ Retirement System Workload

» Increase Increase

) Actual Estimated  from Projected - from
Detail _ 1979-80 1980-81 1979-80 1.981—82 1980-81
Total number of Participants............. 796,201 801,334 06% 806217 " 06%

" Benefit TeCIPIEnts .......cvmiverssermoionssivens 252,627 255,373 11 . - 257,869 10

* Active members ; . 543,574 545,961 04 548,348 - 04

Total benefits paid (millions) .......... $7815 . $8664 109, $9467 93

ANALYSIS AND RECOMMENDATIONS
-~ The budget proposes total’ expendltures of $33,840,950 from various funds for the
“support of the PERS in 1981-82. This is a $374,145, or 1.1 percent, increase over
estimated currént-year expenditures. This amount will increase by the amount of
any salary or benefit increase approved for the budget year.
Program requirements of the system for the past, current and budget years are'
detailed in Table 3. :

Table 3'

Summary:of Budget Requirements
Staff Years : Eirpendltures (millions)
"Actual  FEstimated Proposed ~ Actual Estimated Proposed
e Programs 1979-80 . 1980-81 - 1981-82  1979-80 .~ 1980-81. - 198182
Retirement . .- 4593 523.6 5456 - "$13.8 8172~ $182
Social Security ...... S189 0 1T AT 04 - 04 0.5
Health Benefits ..... 50.8 540, 555 1719 20
Redesign Project’ 292" 39.5 30.8 14 18 17
Administration: S :

. Distributed to other programs....  (1689y . (1837)  (1943)  (10) - (84) . (88)
Undistributed ...... 111 10.6 105 . 04 05 .- 05
Legislative Mandates = - F o -4 15 109

Totals i . 5663 - 6448 - 6601  $25.1  $334  $338
Reimbursements ........... R e - - S e =01 11 . -1l

“Totals ...... : 5663 . 6448 - 6601  $241 8323 4327

_ Budgei—Yecr Changes

The budget proposes the addition of 55.8 pos1t10ns to meet existing and project-
ed workload, and to improve service to- PERS numbers. A portion of this staff
increase is- offset by a proposed reduction of 10 positions from the Redesign
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Project, resulting from completion of the redesign work on two major systems of -
this project. We have analyzed the information submitted in support of these
personnel changes and recommend that they be approved.

The budgetary impact of these staff changes, as well as other significant changes,
is-detailed in Table 4.

" Table 4
Budget-Year Changes
Expenditures (By Fund)

General Nongovernmental
Fund Cost Funds® Total -

1980-81 Revised Net Budget.... . $11,730,627 $20,617,235 $32,347,862
1. Workload Changes
a.  Retirement program 8,301 450,974 459,275
b. Health benefits program ‘ - 60,022 . 60,022
¢. Redesign project - _o73014®  —213.974
d. Administration ) - 316,249 316,249
2, Cost Changes -
a. Legislative mandates ° —531,599¢ - —531,599
b. Operating costs - 79,568 79,568
c. Anniversary edition of PERS report.........ccoocccorivueee. - 23,000 © 23,000
3. Program Change Proposals ) : s
a. New Santa Ana field office . -~ 68,762 68,762
b. Additional EDP staff - 251,134 251,134
4. Other Changes -54,137f 1454 —52,683 -
1981-82 Proposed Net Budget ...... ; $11,153,192 - $21,595,124 <  $32,748,316

Net Increase Over 1980-81 Revised Budget.......ccccourrin.  $-577,435 $977,889 $400,454

2 Includes the Public Employees’ Retirement Fund, State Employees’ Contingency Reserve Fund, Legis-
lators’ Retirement Fund, and Volunteer Firefighters’ Length of Service Award System Fund
b Reflects deletion of 10 positions following completion of several task plans under the Redesign PrOJect
However, 8 of these 10 positions are proposed to be added to the EDP staff for maintenance of the
redesigned systems, for a net reduction of 2 positions.
¢ Includes the following mandates and respective amortized program costs for 1981-82:
(1) Chapter 799, Statutes of 1980 (SB 162)-—Increase in death benefit payment to survivors of PERS
school members. Cost: $245,000
(2) Chapter 1036, Statutes of 1979 (SB 629)-—Cost-of living increases for retired school members of
) PERS. Cost: $1,620,000
"~ (3) Chapter 1170, Statutes of 1978 (SB 2545)—Penslon increase for certain retired school members
_ of PERS: Cost: $5,100,000
(4) Chapter 1398, Statutes of 1974 (AB 2926)—Retirement credit for unusued sick leave for PERS
school members, Cost: $4,000,000
(5) Chapter 1322, Statutes of 1974 (SB 1775)—Survivor benefits for full-time students under age 22.
Cost: $14,840
9 This reduction is illusory. It represents the difference between projected mandated costs for 1981-82
(based on actuarial estimates)- and estimated costs for 1980-81 (based on clainis filed for reimburse-
ments by local employers) under Chapters 1036 and 1170. The projected 1981-82 costs for these two
mandates will be adjusted during December 1981, when a more accurate cost estimate can be made,
based on the claims filed.
¢ Additional fundsfor producmg and printing a special edition of the a.nnual financial report to commemo
rate the 50th anniversary of the PERS.
f Most ($50,000) of this reduction is due to a one-time appropriation for actuanal valuation of the Judges
Retirement System in 1980-81. The balance results from savmgs due to completion of the Social
Security Task Plan of the Redesign Project.
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Underestimated Salary Savings—Overbudgeted Personal Services

We recommend an increase in the amount budgeted for salary savings, for a $476,143
savings to the Public Employees’ Retirement Fund (Item 190-001-830).

For 1981-82, the PERS proposes $248,494 in salary savings. Salary savmgs result
from employee turnover, delays in filling positions, and filling vacated positions at
the minimum step of the salary range. Based on the amount proposed for salaries
and wages—$12,018,942—the amount budgeted for salary savings-equates to a rate
of 2.1 percent.

Our analysrs indicates that this 2.1 percent rate is substa.ntxally below the actual
salary savings rate realized by PERS during the last several years. Table 5 displays
the actual salary savmgs rates experienced during each of the last five ﬁscal years.

- Table 5
Budgeted Versus Actual Salary Savings and Rates
For the Public Employees’ Retirement System’
} 1975-76 through 1919—80

FExcess  Estimated Actual

. . Actual Salary‘ Salary Sa]ary Salary
" Estimated Actual Salary Savings - Savings Savings Savmgs
- Salaries Salaries Savings ~ Budgeted Not Budgeted Rate - Rate®
1979-80 ...  $9,881,394 $9,104,645 - $746,749 $529,902° - $216,847 54% 16%
1978-79 ... - 8,424,681 ~ 7,619,742 804,939 393,697° 411,249 47" 9.5
197778 ... - 17,832.977 7,328,210 504,767 156,953 7814 20 6.4
1976-7T7 ... 6,865,425 6,513,999 351,426 112,606 238,820 1.6 5.1

1975-76 w5970, 857 - 5,649,279 321,578 105,734 21584 - 18 54

3 Salary Salary savings amount divided by the eshmated salanes and wages ﬁgure
P Includes reductions per Section 27.2 of the 1979 Budget Act.

"“Table 5 shows that, during the 1975-76 through 1979-80 period, the PERS con-
sistently underbudgeted its annual salary savings, resulting in substantial excess
salary savings at the end of each year. These amounts reverted to the Pubhc

.. - Employees’ Retirement Fund.

The 2.1 percent salary savings rate budgeted by PERS for 1981-82 is 3 percent
below the lowest salary savings rate of 5.1 percent experienced by PERS during
the five-year period we analyzed.

To properly budget for PERS personnel needs, we recommend increasing the
amount budgeted for salary savings in 1981-82 to 5.1 percent of total salaries and
wages. This would increase salary savings by $360,568 over the $248,494 budgeted,
and result in a reduction if $115,575 in staff benefit costs, for a total savings of
$476,143 in budgeted personal services.

Excessive Budgeting for Consultant and Professional Services

We recommend a reduction in the amount budgeted for contracted services which are
unjustified, for a savings of $145571 to the Public Employees’ Retirement Fund (Item
190-001-830).

The budget proposes $646,898 for consultant and professional services. We have
reviewed the proposed uses of these funds and our analysis indicates that the
following contracts are either overbudgeted or unjustified.

1. Citicorp Investment Services—Overbudgeted in the amount of $28,068.

2. Wells Fargo Investment Information Services—Overbudgeted in the amount
of $2,403.

3. Department of General Services—A contract in the amount of $42,927 is
proposed as a contingency in the event PERS cannot fill its authorized program-
mer positions.
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Our review indicates that PERS is making progress in filling its authorized
programmer positions. Further, the Department of General Services has not been
able to fully staff its programmer positions, and is not expected to be able to supply
programmers to PERS during the budget year. For these reasons, we beheve that
the amount proposed for this ‘contract is unjustified. .

4. Sartoris—This contract, in the amount of $46,146, is also proposed as a contm-
gency for providing software services, in the event such services are needed for
interfacing the PERS Accounting System with the California Fiscal Information
Systems “(CFIS). According to CFIS staff, however, the newly-designed PERS
system is essentially compatible with CFIS for interfacing functions planned dur-
ing 1981-82, and no additional software services would be needed.

5. Nassaman, Krueger, and March—This contract, in the amount of $26,027, was
initially proposed for anticipated, ongoing legal costs of defending PERS in a usury
suit. Subsequent to the initial proposal, the suit was successfully resolved for PERS
by the contracting legal firm. Now PERS proposes to set aside $5,000 of the $26,027
as a contingency in the event the case is appealed. The remaining $21,027 is
proposed for a contract with a bond counsel firm for recasting several seasoned
building certificates in the PERS investment portfolio, in- order to make them
negotiable instruments. These certificates, issued by the State Public Works Board
during the 1950’s to finance construction of several state buildings, are currently
not negotiable instruments and carry an extremely low interest rate (4 percent to
5 percent).

The PERS proposed torecast these certlﬁcates as negotlable instruments, so that
they may be sold in the event interest rates drop to a pomt which will permlt the
sale without an exorbitant discount.

Our review of the information provided by PERS to justify the alternative needs
for the proposed $26,027 indicates that the funds are not likely to be needed during
1981-82. The possibility for appeal in the usury case is remote; according to the
PERS Legal Office, and interest rates are not expected to decline during the
budget year to a level which would permit the sale of the certlﬁcates W1thout a
substantial loss.

We recommend the deletion of the. overbudgeted or unjustified amounts
proposed for these five contracts, for a total reduction of $145,571 in the amount
budgeted for consultant and professnonal serv1ces ‘




Item 192 STATE AND CONSUMER SERVICES / 237

State and Consumer Services Agency
STATE TEACHERS’ RETIREMENT SYSTEM
Item 192 from the State Teach-

ers’ Retirement Fund and the
Teacher Tax-Sheltered Annui- -

~ty Fund' , k Budget p. SCS 146
REQUESEEA. 198182 ....eooovroeecieeeres e eesessessessssessceeereseserseneesesesssesee $10,179,044
ESHMAEA 1980-8L.cvvvvevevnoeeeeommeeerresresssssesssoreseeeeereeseseseesstesossorseor © 9,574,905
ACHUAL 197980 ..o soecceiesseeee e cesessessosssssereeeeesereeneeerresereeee 8,503,401

Requested increase (excluding amount for salary
increases) $604,139 (46.3 percent) -
Total recommended reduction ...........coivimnienniennnees $105,521

1981-82 FUNDING BY ITEM AND SOURCE

Item. : - Description Fund - Amount
192-001-835—Retirement Administration State Teachers Retirement $10,079,479
192-001-963—Annuity Administration ) Teacher Tax-Sheltered An- 99,565
: nulty . :
Total - a _ $10,179,044
: ' ' o Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS .page

1. Salary Savings. Reduce Item 192-001-835 by $105521. Recom- - 239- -
+mend increase in salary savings to reflect prior years’ experience.

2 New On-line Information System. Recommend Department of 241
«.Finance provxde appropriate budget information. »

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 _]Ul'lSdlCthl’l of the State and Consumer Services Agency: The STRS
has the following primary responsibilities:

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 inter-

ested groups.

The Governor-appointed members of the board include three members each
from the school system and from the public. The Superintendent of Public Instruc-
tion, State Director of Finanice and State Controller are ex-officio members of the
board In addition to having overall management responsibility for STRS the
board reviews applications for benefits provided by the system.

Administrative expenditures of the STRS are funded out of interest income from
the 'system’s investments, and are classified as “nongovernmental cost funds.”
Therefore, proposed expenditures for administrative support of the system are
excluded from the budget totals.

Funding for the benefits provided by the system is discussed under “Contribu-
tions to the Teachers’ Retirement Fund” (Item 630).
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The actual and projected changes in STRS membershxp and benefits paid for the
past, current, and budget years are shown in Table 1.

Table 1
State Teachers’ Retirement System
Workload Information
Change Change
Actual Estimated -~ From  Projected - From -
1979-80 1980-81 197980 . 1981-82  1980-81

Active and inactive members ............... 313,296 .. 313,000 —0.1% 813,000 ~
Benefit recipients .......... ... 82,690 85,700 36 88800 . 36%
Total ' membership...... . - 395,986 398,700 - 0.7 401,800 - 08
Total benefits paid (in millions) .............. $560.1 $631 4 127 - $7235 146

‘Table 1 shows that active STRS membership has leveled off, but the number of
benefit recipients (i.e., retired members and survnvors) is contmumg to increase
at a steady rate:

These factors are indicative of recent demographic trends of stablhzatlon in the
working population; due to the declining birthrate, but growth in the retired
population, as a result of early retirements and longer life span.

These trends have particular long-term significance for unfunded retirement
systems, such as the STRS, where benefits are not actuarially funded and the
annual receipts of the trust funds are used to pay the annual benefit costs. Leveling
off of the active membership will lead to a corresponding result in contribution
receipts, while benefit costs are expected to grow.

We discuss the long-term actuarial condition of this fund in more detail under
Itemn 630 in this Analysis.

ANALYSIS AND RECOMMENDATIONS

The budget proposes total net expenditures of $10,179,044. This is $604,139, or
6.3 percent, more than estimated current-year expenditures. This amount will
increase by the amount of any salary or staff benefit increase approved for the
budget year. The appropriation from the State Teachers’ Retirement Fund is
$10,079,479, which is an increase of $600,976, or 6.3 percent, over the estimated
current-year expenditure. The appropriation from' the Teacher Tax Sheltered
Annuity Fund is $99,565, an increase of-$3,163, or 33 percent Reunbursements
have been reduced from $301,730 to $190,000.

Stafﬁng and expendltures, by program, for the past, current and budet years are
detailed in Table 2.

Table 2
State Teachers’ Retirement
System Requirement

Staff Years : __ Fxpenditures (millions)

. Actual - Estimated Proposed . Actual ~ Estimated = Proposed

Program 1% 199081 1188 191980 198081 1951-82
Administration 126 13.7 16.0 $0:6 $0.6 $0.8
Member TECOTAS .....vuuvuumsuumissmmismismasninnes 1009 1031 - 946 27 31 29
Member services T74 88 -~ 8L2 2.3 2.5 2.7
Accounting ... e 35.5 371 33 12 14 14
Data processing 362 395 40.1 13 L5 17
Management SEIvices .....coivivivnnionenes 221 225 225 - .08 08 _09
Totals 2847 '299.7 2917 $89 $99 - $104
Reimbursements ........ovivivennicennans Co ~04 =03 -02°

Net Totals C $8.5 $96 . .$10.2
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Budget-Year Changes
We recommend approval,

The budget proposes a staff increase of nine permanent positions in 1981-82.
Five of the positions represent the conversion of limited-term staff of the Con-
tinued Qualification Program to permanent positions. The conversion is proposed
because, after operating for two years as a pilot project, the program saved approx-
imately $500,000 by monitoring the continued eligibility of STRS disabilitants or
their beneficiaries. The projected annual retirement program cost-savings in ex-
cess of $500,000 justify the permanent establishment of this program.

The other four new positions are requested for extension of a pilot rehabilitation
program for STRS disabilitants, and for establishment of an in-house audit unit to
improve the system’s internal Tiscal control.

Table 3 details the fiscal effects of these staff and other proposed changes.

Table 3
Summary of Budget Year Changes

- _ Expenditures®
1980-81 Revised Net Budget - $9,574,905
1. Workload Changes o
‘a,Continued qualification  program 95,189
_ b. Disabilitant rehabilitation program 197, 149b
2. Program Change Proposal SR o
Internal audit unit : . 68,230
“3. Cost Changes : e 355,301°
4. Reduced reimbursements . —11L730 730d
1981-82 Proposed Net Budget . $10,179,044 -
Net Total Increases ; ' - $604,139

* Inclu Includes expendxtures from the State Teachers’ Retirement Fund and from the Teacher Tax-Sheltered
" Annuity Fund.

b Includes $150,000 for contracted rehablhtahon service.

¢Includes $60,000 for actuarial valuation, $70,577 for Attomey General services, $35,360 for mvestment
services, and $72,635 for central administrative services (pro rata charges).

4 Reflects an anticipated decline in revenues from refund fees, because fewer STRS members are expect-
ed to leave the system and seek refund of contributions.

Underbudgefed Sclury Savings

We recommend an increase in the amount budgeted for sa]ary savings, for a savmgs of
$1a5521 to the State Teachers’ Retirement Fund (Item 192-001-835). _

The budget proposes $127,148 in salary savings during 1981-82. Salary savings '
result from’ employee turnover, delays in filling positions and filling vacated posi-
tions at the minimum step of the salary range. The $127,148 represents a salary
savings rate of 2.4 percent of the $5,305,368 budgeted for Salaries and Wages.

Our analysis indicates that the 2.4 percent rate is less than the actual salary
savings: rate achieved by STRS during the last several years. Table 4 shows the
actual salary savings rates experienced during each of the last five fiscal years.
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~ Table 4
STRS Salary Savings Information
1975-76 through 1979-80

FEstimated Actual

Estimated Actual Actual Estimated .. Excess ~ Salary  Salary
Salaries Salaries Salary Salary Salary .~ Savings - Savings
& Wages & Wages Savings Savings. . Savings - Rate® . Rate®
1979-80.......... $4,798,611 $4,431,066 $367,545 = $121,590. $245,955 2.5% 7.7%
1978-79.......... . 4272977 . 4,096,620 175657 - 129,827 . . 45830 30 41
C19TIT8. ... 4,212,926 4,159,553 53373% 128698 -753%5° 3l 1.3
1976-717.......... 3,935,766 3,783,308 152,458 119,847 32,611 3.0 39

1975-76.......... 3,852,879 3,672,637 180,242 125,992 © 54,250 33 47

8 Sa.lary savings amount divided by. estimated Salanes and Wages. - - .

b During 1977-78, STRS was authorized to continue 25 limited-term positions to complete the Verification
Project. Funding for these positions was provided from salary savings. As a result, the system was
unable to meet its estimated Salary Savings figure. For this reason,.the. rate for 1977-78 is not
applicable to our analysis. .

Table 4 shows that during the 1975-76 through 1979-80 period, the STRS consist-
ently underbudgeted its annual salary savings, which resulted in substantial excess
salary savings in four of the five fiscal years. The excess savings reverted to the
State Teachers’ Retirement Fund at the end of each year.. - :

The 2.4 percent salary savings rate budgeted for 1981-82 is 1.5 percent below the
lowest applicable salary savings rate experienced by STRS durmg the ﬁve-year
period we analyzed.

In order to properly budget for STRS personnel needs, we recommend increas-
ing the amount budgeted for salary savings in 1981-82 to 3.9 percent of total
salaries and wages. This would increase salary savings by $79,580 over the $127,145
budgeted, and result in a reduction of $25,941 in staff beneﬁt costs for a total
savings of $105,521 in persona.l services.

Dlscrepcncy in Amounts’ Budgeted for Aﬂorney Genercl Serwces

Our analysis of the budget reveals that there is a discrepancy between the
amount of legal services which the STRS is budgeted to obtain from the Attorney
General, and the amount of legal services which the Attorney General is budgeted
to provide. Specifically, the STRS proposes to expend $173,932 for Attorney Gen-
eral Services. This amount is $70,577, or 68 percent; more than estimated current-
year expenditures for attorney serviceés, and $86,346, or 98 percent, higher than
actual 1979-80 expenditures for this purpose. The’ Department of Justice’s budget
indicates that 1,967 hours, or approximately $96,875 in of attorney services will be
provided to the STRS. Because of this inconsistency in the Governor’s Budget, we
are unable to recommend the amount of funds which w111 be required to meet the
legal services needs of this system in 1981-82.

We have identified similar problems in other departments budgets, and have
requested that the Department of Finance reconcile these discrepancies by April
1, 1981. This request is discussed in the analysis of the Department of Justice’s
budget (Item 082-001-001). We plan to evaluate the STRS’ proposed expenditures
for Attorney General services after we receive the reconciled data from the De-
partment of Finance.
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Modern information System Planned ‘

The Governor’s Budget reports that the STRS is in the process of developing a
modern on-line automated information system. The new system will replace the
current antiquated system which is highly labor intensive, uses batch data procéss-
ing techniques, and is unable to meet workload demands in'a timely manner..
Significant delays and backlogs exist in most areas of the STRS operatlon as aresult
of the existing system.

Our office has monitored the development of a feasibility study by the consult-
ing firm of Arthur Young and Company during the current year. We concur in the
design approach for the proposed system recommended by the ‘consultant. The
project will require 42 months to complete. The consultant projects that savings
totaling $1.5 million will accrue to the system by 1984-85, and that savings of this
magnitude will accrue annually thereafter. Development costs of the system over
. the design and unplementatlon penod are projected at $2.5 mllhon

New Information System Improperly Budgeted ~
We recommend that the Department of Finance provide appropriate budget mfonnalmn

for a.proposed on-line information system in time for rewew by the fiscal subcommittees of

the Legislature.

- The budget proposes to finance development and implementation of this new

system from unscheduled savings in-personal services and operating expenses.

~ Savings generated during implementation of each phase of the system will be used
to finance subsequent phases. Upon full implementation of the system, the un-
scheduled savings will be deleted from the STRS budget. The Governor’s 1981-82
Budget, however, contains no information as to the staff and expenditure needs
of the new system, and does not specifically earmark any funds for it.

Our analysxs indicates that development of the proposed on-line information
system is timely and justified by the projected cost savings and unproved level of
service that it will yield. Funding the system from unscheduled savings, however

"is improper budgetary policy and may be misleading to the Legislature. :

1. The approach is improper, because it permits accumulation of unscheduled -
savings in the STRS budget without a specific, documented purpose. It also places
an undue burden on STRS by having to meet all of the new system’s development
costs from savings in currently authorized programs. In the event excess salary and
operating cost savings do not cover system development costs, STRS would have
to make additional savings by cutting on going programs, or delaying implementa-
tion of the system and thereby postponing further savings.

9. The approach is misleading, because the proposed budget does not spec1fi-
cally identify the system as a new program, and fails to show its personnel and
operating costs, or the‘, specific source of funding to meet these costs. Consequent-
ly, the Legislature is not being presented with an accurate program and expendi-
ture_proposal, making legislative evaluatxon and momtonng of the new system
difficult.

We recommend that the Department of Finance prov1de the Leglslature with
information showing the proposed expenditures and source of funding for the new
system. This information should be provided-in tirne to pérmit the fiscal subcom-
. mittees to review it during hearings of the proposed STRS budget. - -
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State and Consumer Services Agency
DEPARTMENT OF VETERANS AFFAIRS

Items 196 -197 from the Gen-
eral Fund and Veterans Farm

and Home Building Fund Budget p. SCS 150
Requested 1981-82 .......ccoirienieemsnmsenerssesssesessisssssssessesecniessasen $33,268,651
Estimated 1980-81........ccccviicvrnrirnnniinnnssiesionsesssionasens tereneerianeneees 31,723,046
ACHUAL 197980 ..ouuerieeeieiriiieieeereiirerarereensssssnsssessssesesnessssssssssssersssansasnns 26,404,815

Requested increase (excluding amount for salary
increases) $1,545,605 (+ 4.9 percent) : ,
Total recommended reducCtion .............civeeeonivngsineioereresacsenss $1,913,970

1981-82 FUNDING BY ITEM AND SOURCE

Item o Description Fund - Amount
196-001-001—Administration/Educational Grants ~~ General ' . $2,712319
196-001-592—Administration Cal-Vet Farm and Home 582,535
. Building v
~—Continuing Appropriation—Administration Cal Vet Farm and Home © 11,823,003
Building '
—Continuing Appropriation—Administration - - Cal- Guard Farm and Home - 288,920
Building .
197-011-001—Veterans Home General ) . 17,021,784 .
196-101-001—Local Assistance » General . ... 840,000
" Total . . . - $33,268,651
‘ B ] ‘ - Analysis
SUMMARY OF MAJOR ISSUES' AND RECOMMENDATIONS * - page

1. Cal-Vet Loan Program. Recommend the Department of Veterans - 245
Affairs report on ways to balance demand for Cal-Vet loan funds
with the supply of available funds.
2. Staff Increase. Withhold recommendation on proposed Cal-Vet 246
loan program staff increase pending receipt of updated mforma-
tion.
3. Cal-Vet Data Processmg Project. Recommend the Department of 9247
~ Veterans- Affairs report prior to budget hearings on progress of
Cal-Vet loan program data processing project.
4. -Contract Property Appraisal Funds. Reduce continuing appropria- - 247
tion by $111,777. Recommend reduction due to overbudgeting.
5. Veterans Home Fees. Reduce Item 197-011-001 by $195,000. Rec- -~ 248
ommend the Veterans Home update fee system each year for infla-
- _tion. S
6. Home Data ProcessmgProject Reduce Item 1.97 011-001 by $1,110,- . - 250
135; - Recommend termination of work on automated cost account—-
ing and patient tracking system.
7. Equipment. Reduce Item 197-011-001 by $59,020, Recommend 250
phased replacement of beds. .
8. Educational Grants. Reduce Item 196-001-001 by $549,815. Rec- 250
ommend overbudgeted funds be reappropriated from current year
to budget year.
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GENERAL PROGRAM STATEMENT

The Department of Veterans Affairs provides services to quahﬁed California
veterans and their dependents through four major programs. A fifth program
provides home loan services to members of the California National Guard

Farm and Home Loans—Veterans ‘

The Farm and Home Loans to Veterans program, also known as the Ca.l-Vet loan
program, provides low-interest farm, home, and mobilehome loans to qualified
veterans. These loans are financed through the sale of general obligation and |
revenue bonds which are redeemed from the monthly payments made by 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 $55,000 for a mobile-
home situated on the owner’s property ($35,000 if the mobilehome is located in
a trailer park). Chapter.121, Statutes of 1979 (AB 3), authorized veterans to defer
payments on the prmcrpal amount of their Cal-Vet'loan for up to five years.
Whereas mortgage loans made by conventional lending institutions are secured by
deeds of trust, the Cal-Vet loan program purchases and remmains the owner” of
the property until the loan is fully amortlzed :

Veterans Claims and Rights

The Veterans Claims and Rights program provides information to veterans and
their dependents concerning the availability of federal and- state benefits, and
assists eligible persons in obtaining these benefits through four elements: claims
representation, employment preference, county subventions, and educational as-
sistance. Benefits include hospital and out-patient medical and dental care, pen-
sions,  insurance, burial benefits, educatlonal assmtance, and employment
preference.

Claims Representation. This element assists California veterans seeking fed-
eral benefits by representing these veterans before the Veterans Administration
rating boards. Assistance is given for claims involving initial ratings of serv1ce-
connected disabilities and increases in existing disability ratings. :

Employment Preference. Honorably drscharged veterans and veterans’ w1d-
ows receive a 10-point preference on civil service examinations, and veterans with
a service-connected disability receive 15 points. This element processes applica-
tions for the preference points, and certifies eligible veterans and w1dows 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, Semce offices
are located in 53 of the state’s counties.

Educational Assistance. The Educational Assistance to Veterans. Dependents
element provides' counseling and financial assistance to qualified dependents of -
veterans who were killed or totally disabled:as a result of active military service.
Full-time college students recelve $50 per month and high school students receive
$20 per month. S

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 provides war veterans who are California residents with several levels' of
medical care (acute, skilled nursing, and mtermedxate care), rehabxhtatlon serv-
1ces, and residential services.. :
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Admlmsfrahon

General Adrmmstratlon prov1des for administrative implementation of policies
established'by the California Veterans Board and the department director. Fiscal,
legal, personiiel, and other functions which are not spec1ﬁcally as51gned to the
other programs are included in this element.

Farm and Home I.ouns—NuhonaI Guard Members :

The department also administers a farm and home loan program for National
Guard members. This program; known as the Cal-Guard loan program, provides
low-interest loans to part-time National Guard members. It is similar to the Cal-Vet
loan program. The Military Department determines National Guard member
ehglblhty for the program, and sells bonds to finance the loans

ANALYSIS AND RECOMMENDATIONS

- The budget proposes expendltures ‘of $33,268,651 from various state funds for
support of the department in 1981-82. This is an-increase of $1,545,605, or 4.9
percent, over estimated current-year expendltures This amount will increase by
the amount of any salary or staff benefit increase approved for the budget year.

As shown in Table 1, expenditures from all funding sources, including federal
funds and relmbursements plus the cost of loans, debt service, and taxes for the
Cal-Vet and Cal-Guard loan programs, are projected at $1 184 097,986 in the
budget year...

Tablg i ‘
Department of Veterans Affairs
Funding Summary

.- Estimated ~ - Proposed Change

. 1980-81 1981-82 ‘Amount Percent
General Fund: :
Itemn 196-001-001 (Administrative sup- .~ B e i
: port/Educational Grants) ............ $3,086,147 . - $2,712,319 ~$373,828 ~12.1%
Item 197-011-001 (Veterans’ Home) . 16,190,743 17,021,784 - - 831,041 5.1
Item 196-101-001 (Veterans Service e ; : X
Offices) . 840,000 840,000 = —
Totals, General Fund ...........icivnne. ) $20,116,890 $20,574,103 $457,213 2.3%
Special Fund (Cal-Vet): R, .
Item 196-001-592 (Department Ad- L L :
MINISETAHON) ivevvivreueessecsersisrssssisnss $545,544 $582,535 $36,991 6.8%
Continuing Appropriation (Loan Pro- o ) .
- gramAdministration) -, 10,779,912 -11,823,093 1,043,181 97
Loans, debt service, taxes ... . 1,098,921,521 1,112,750,000- 13,828,479 13
Totals, Cal-Vet Special Fund............ $1,110,246,977 $1,195155,628 - $14,908651 - . 1.3%
Special Fund (Cal-Guard): o : ' :
Continuing Appropriation (Loan Pro- . : _
gram Administration) ........c........... .. $280,700 $288,920 '$8220 - 29%
. Loans, debt SErvice; taxes ... " 24,395,283 27,512,211 3,116,928 12.8
Totals Cal-Guard Special Fund ...... T 824,675,983 $27,801,131 $3,125,148 12.7%
Federal Funds (direct)........... derbecenrasine e :$5,778,602 $7,059,107 - $1,280,505 22.2%
Reimbursements. e $3,181,788 $3,508,017 - $326,229 - 10.3%
Grand Totals .......ccvemmvveeerereesivenen, o $1,164,000,240 $1,184,097,986 $20,007,746 L%

The budget proposes expendltures of $20,574,103 from the General Fund for
support of administrative services, educational grants, the Veterans’ Home, and
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county veterans service officés in'1981-82: The Special Fund expenditures for the
two loan programs will provide for (1) general departmental administrative costs
(Item196-001-592), (2) loan program administrative costs, and (3) : the -cost of
property, interest, and taxes. The “direct” federal funding shown in Table 1 con-
sists of medical and billet payments in behalf of residents of the Veterans’ Home.
The reimbursements include federal “‘aid and attendance” payments made to -
disabled veterans who require spec1al ass1stance, and fees pald d1rectly by the
veterans.

Table 2 summarizes the department’s costs, by progra.m dunng the current and
budget years. : ,

Table 2 ; .
Department of Veterans Affalrs
Program COst__Summary

Estimated . Propafed o »(Mange .

Program ) 1986-81: - . . 198182 . . Amount - - Percent
Farm and Home Loan- Veterans - $l 110,246 977 $l 125, 155 628 $14,908651 - - 1.3%
- Personnel-years.............cooiini . 301.5 290 —1LES =38
Veterans-claims and rights.... 3473241 3 101 937 ~371,304 . =107

.Persormel-years.............. S 4.1 o 471 . - =
Home and hospital R 95,604,039 28039290 . 2435251 .- 95

PersOnNEl-Years .. ..iciiceriveivussinsisenceeens 8965 C9153 188 T2l
Farm and Home Loans- Guard 24,675,983 27,801,131 - - 3,125,148 12.7

Personnel-years.........cciommmoiiciecieriserens ~ - 68 UL 68 T e
Administration feneen (1,029,235) - (1,076,503). * - (47,268) - 46

Personnel-years.........ccweeccrceereonens (29.4) (20.7) (0.3) 10 -

Totals. $1,164,000240  $1,184,097.986 ° $20,097.746 . 1.1%

vPersonnel-years ........................ reieeies 12519 ,1’259_2 T TG 06

CAL-VET FARM AND HOME LOAN PROGRAM

"The budget proposes $1,125,155,628 for the Cal-Vet Farm and Home loan pro-
gram in 1981-82. This is an increase of $14,908,651,0r 1.3 percent, over estimated
current-year - expenditures. The department estimates that it will. prov1de
$700,000,000 in new loans during 1981-82. This amount is expected to fund approxi-
mately 13,500 applications. Because the department is the legal owner of the
property ﬁnanced by Cal-Vet funds, it is responsible for paying property taxes and
insurance. These costs are expected to total $85,000,000 in 1981-82. The budget also
includes $12,350,655 for loan processing and servicing activities. Interest payments,
redemptions of bonds, and costs associated with sellmg new bonds are- prOJected
to total $327,804,973: .

Demand for Loan Funds Exceeds Supply ,
_ We recommend adoption of supplemental report language dzrecbng the department to
report to the Legislature by November 1, 1981, on alternatives for balancmg the demand for}
Cal-Vet loan funds with the supply of avallable loan funds s

Applications for Cal- Vet loans far exceed the amount of available loan funds At
the end of calendar year 1980, the department had a backlog of 11,300 apphcatlons,
totaling approximately $590 mllhon Some of the applications were over one year
old. By July 1, 1981, the department expects to have a backlog of about 9,350
applications. Durmg the budget year, the department: estimates that it will receive
21,500 applications totaling about $1,118 million, well in excess of the $700 million
in bond funds the department expects to have available. At that rate, the unfunda-
ble backlog ‘would total about 12,900 apphcatlons by the end. of 1981-82. Clearly,
some modlficatxon is needed if the program is to fulfill leglslatlve intent in a timely:
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and effective manner.

As the program is currently structured, many veterans must wait over one year
to receive Cal-Vet loans. In the interim, they must arrange for temporary ﬁnanc-
ing from private lenders in order to purchase their homes.

The Legislature could take one, or a combination, of several ‘approaches to
balance-the supply with the demand for loan funds. It could increase the amount
of available funds by authorizing the sale of additional bonds. However, due to the
heavy volume of bond issues under other state and local programs, the sale of
additional Cal-Vet bonds might be difficult, or might require the state to pay
interest at a rate significantly higher than normal.

Alternatively, the Legislature could reduce the demand for loan funds by sev-
eral methods. It could limit the eligibility of certain veterans or certain types of
property, or it could shorten the period following discharge during which veterans
are eligible for loans. This would reduce the pool of potential applicants, thereby
reducing the number of applications. Another option would be to limit the size of
eligible homes or reduce the value of the property on which loans are made.
Finally, the limit on the size of loans (currently $55000 for homes) could be
reduced. ’

' These various approaches would have different impacts on the Cal-Vet program,
‘and each needs to be thoroughly studied. Accordingly, we recommend that the
department evaluate these options and any other it deems feasible, and report .to
the Joint Legislative Budget Committee by November 1, 1981, on possible ways
to balance the demand for Cal-Vet loan funds with the supply of available funds.

‘Staffing Increase Proposed
We withhold recommendation on the proposed increase in staff for the Cal- Vet ]oan
program, pending review of the department’s progress on eliminating the backlog in the
"~ current year.
The Governor’s Budget reflects the addltlon of 33.3 personnel—years which were
. added to the Cal-Vet loan program in the current year pursuant to the authority
granted by Control Section 28 of the 1980 Budget Act. The budget proposes to
continue 21.1 of these positions in 1981-82 to deal with the backlog of applications
received prior toJariuary 1, 1981. These additional personnel—years supplement the
7.6 personnel-years added to meet increased workload in October 1980 under
Section 28. With the added staff; the department expects to ehmmate the pre-1981
backlog by July 31, 1981.

The size of staff required for workload purposes in the budget year depends on
the size of the backlog on July 1, 1981, which is difficult to predict at this time for
several reasons. First, begmmng January 1, 1981, veterans who were discharged
more than 25 years ago can no longer apply for loans. This will reduce the number
of applicants. Second, some applications are over one year old, and the applicants
who weré not able to arrange interim financing are probably no longer interested
in a Cal-Vet loan. The number and timing of cancellations will affect staffing
requirements. Third, the department proposes to use temporary personnel from
February through July to reduce the backlog. Estunatmg their productivity is
difficult. -

Another’ factor complicating analysis of the department’s staffing needs in the
budget year is the department’s inability to finalize the supporting justification for
additional staff. Twice since the Governor’s Budget was publlshed the department
has revised workload data used to support its staffing request.”

The: department should have better information on the time and personnel
required to process the backlog and on the rate of new applications by April 1981.
With' that information, we will be in a better position to analyze the projected
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workload for the budget year. Therefore, we withhold recommendatlon on.the
proposed staffing for 1981-82.

Data Processing Project Continues
-, We recommend approval. :

‘The budget proposes ‘an’ expendlture of $973,435 for eight new posmons and
related operating expenses to proceed with its Cal-Vet data processmg project,
which ‘was initially approved by the Department. of Finance in"April :1979. The
proposal includes funds to equip each Cal-Vet loan district office with a computer
terminal linked to headquarters. The project, part of the department’s Redesign
and Financial Management Information System (RFMIS) is intended to (1) pro-
vide management information on the loan program and (2) automate the process-
ing of Cal-Vet loans and remittance payments.

In April 1980 the department completed work on the Statewide Pendlng Loan
Application System that provides information on the status of individual loan
apphcatlons This allows the department to inform applicants of their prospects for
receiving funding, and it gives the department the information needed to analyze
the aggregate workload and funding situation. =

The proposal is cons1stent with the intent of the department ] unplementatlon
plan.

Data Processmg Progress Repori

We recommend that the department report fo the fiscal committees prior to budget
hearings on the progress of the financial management information system and its effect on
Cal-Vet loan processing time and staff. .

As noted in our Analysis of the 1980 Budget Bill, the redesign project is key to
improving service to veterans and program management. When the project was
proposed the department stated that it would reduce loan processing time, staff-
ing, and administrative costs. Originally planned for completlon by June 1982, the

project is now scheduled to be completed in 1983
" - Last: year the department reported to the fiscal committees that the project
would save approximately $150,000 in 1981-82, and roughly*$400,000 annually be-
ginning in 1982-83. Because of the delay in completing the project, the depart-
ment now maintains that 1981-82 savings will total less than $19,000. .

We recommend that prior to budget hearings the department report on the
progress of the project. The report should include milestones achieved, the costs
incurred to date in implementing the system, projected additional implementa-
tion costs, the implementation timetable, and the schedule of anticipated savings.
The report should also include-a comparison of this information with' that con-
tained in the original 1mplementat10n plan, and explanatxons for any variances.

Property. Apprulsal Funds . :

We.recommend a $111,777 reduction in Cal-Vet loan operatmg expenses funded ﬁ'om tlze
continuing appropriation, due to overbudgeting for fee appraisers.

The department expects to.conduct 20,500 property appralsa.ls in the budget
year. In past years, the department made extensive use of private fee appraisers
to conduct these appraisals, and has proposed $329,208 for such services in 1981-82.
However, the State Personnel Board has ruled that fee appraisers can perform no
more than 25 percent of all appralsa.ls Therefore, if 20,500 appraisals are needed
in the budget year, fee appraisers can perform a maximum of 5,125. At an estimat-
ed cost of $81.45 per appraisal, fee appraisal costs should not exceed $417,431 in
1981-82.- Because $529,208 has been budgeted for fee appraisers, we recommend
a reductlon of $111 777 in operatmg expenses.
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CALIFORNIA VETERANS' HOME

The budget includes $28,039,290 for support of the California Veterans’ Home
in 1981-82, which is $2,435,251, or 9.5 percent, more than estimated current-year
expendltures General Fund expenditures, including the allocation of headquar-
ters administrative costs, are proposed at $17,484,551, and expenditures from fed-
eral funds are expected to be $7,059,107. Relmbursements are :éstimated - at
$3,495,632, with $2,786 ,400 of that amount cormng from fees pald by members

New Fee System Implemented

Beginning in November 1980, the Veterans’ Home mstltuted the graduated fee

system proposed in our report, “An Analysis of the California Veterans’ Home Fee

" Policy,” and approved by the Legislature in enacting the 1980 Budget Act. The fee
system is based on (1) the cost of domiciliary care, (2) federal Veterans Adminis-
tration (VA) per diem payments, and. (3) inember incomes. The highest fee
cannot exceed the full cost of domiciliary care minus the VA payments. The system
.exempts the first $125 of monthly income from the fee calculation. Each $50 in
income above the $125 is subject to charges at increasing rates. For example, the
first $50 increment above $125 is subject to a 40 percent charge, and the sixth $50
increment is subject to an 85 percent charge. ‘

‘The new system yields more revenue for the home, thereby reducmg ‘the
amount of General Fund support; and it better distributes the burden of fee
payments among members according to their ability to pay. About 40 percentof
the members—those with the lowest incomes—pay less under the new fee system
then they would have paid under the previous sytem. The department estimates.
the system will generate $2,786,400 in fees in 1981—82-

Home Receives Allocation for Contingencies.or Emergencles

~The budget for the current year reflects a $220,706 General Fund allocatlon for
contingencies-and emergencies to the Veterans’ Home. The department states
that the allocation is necessary because member fees are falling short of projections -
for several reasons. First, the department delayed instituting the new fee system
until November 1, 1980, one month after the date established by the Legislature.
We estimate that the unauthonzed one-month delay in shifting to the new fee
" system reduced fees by about $85,000. Second, the department now estimates the
home population at approximately 1,250 for the current year, 150 below the 1,400
level it projected last year. The lower population, however, should also result in
lower home costs, thereby offsetting a portion of the loss in revenues. Third, the -
department states that the incomes of current home members are lower than the
incomes of members in March 1980 (despite a 14.3 percent increase in Social
Security payments and in most VA perision benefits in July 1980). Fourth, the fee
system is producing:less revenue. than anticipated because(a) members with
dependents have a certain amount. of their iricome excluded from the fee calcula-
tions, and (b) some members who receive VA Aid and Attendance Allowances,
which are awarded to disabled-veterans. to subsidize the cost of assistance neces- -
_sitated by their disabilities, pay reduced fees. The department estlmates that these
‘exemptions will reduce feés by about $240 000 in 1980—81

,_Fees and Chcrges Undereshmuied .

We recommend that the department update the fee system eacb ]uI Iy to take into account :
(1) -higher costs of operatmg the Veterans' Home, (2) variations in federal VA payments, and
(3) changes in member incomes, for a General Fund reduction of $195, 000 in 1981-82 (Item
197-011-001). . .
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.- Because the department did not allow for increases in members’ incomes in
putting its budget together, the budget underestimates the amount of fees that the
department will collect, and overstates the need for General Fund support. About
65 percent of the members’ income is from Social Security or VA pension benefits
that automatically increase with inflation. If inflation increases by 10.8 percent
‘between March 1980 and March 1981, as forecast by the Department of Finance,
benefits would increase in July by that amount, and the total income of members
would increase by at least 7 percent (10.8 percent times 65 percent).

Fee schedule should be indexed.  Under the present fee schedule, the fee paid
by a member increases as his income increases. Thus, to the extent a member’s
income increasés solely on account of inflation adjustments intended to maintain,
his purchasing power, the member will pay a larger proportion of his income in
fees, leaving him with Jess purchasing power for everythmg else. This could be
avoided by adjusting the fee schedule brackets by the increase in income. If the
department does not adjust the fee schedule, we estimate that it would collect
" approximately $275,000 over the amount of fees budgeted for 1981-82.

To avoid having members pay a greater share of their income in fees each yeat,
we recommend that the department “index” the fee schedule. It should do this
by raising the current $125 personal exemption and $50 increments by a factor
“equal to the average increase in members’ incomes. For example, if members’
‘incomes increase an average of 10 percent from July 1980 to July 1981, the personal
exemption ‘should be increased to. $137.50 ($125 X '1.1), and the fees should be
" based on $55 ($50 X 1.1) increments in monthly incomes. As a result of this
indexing procedure, members would pay higher fees, but they would not pay a _
larger proportion of their income in fees.

‘We also recommend that the department adjust the fee schedule to reflect
higher costs of operating the home. The maximum fee, currently $435 per month,
should increase with operating costs.

We_ estimate that if the pro_lected increase in members’ incomes is taken into
account and the changes in fee policy recommended above (which, together,
would reduce fees paid by members by $80,000) are made, total fee revenue to the
state in 1981-82 would be $2,981,400, or $195,000 more than budgeted. Accordingly,
we recommend that General Fund support for the home be reduced by $195,000.

Increased Healih Care Services
We recommend approval

"The department proposes to increase: ‘the health care staff of the home by 13 ,
positions. Eight of the positions are to alleviate staffing deficiencies identified by .
the Department of Health in May 1980. One position is-to meet federal utilization
review standards, and two pharmacist positions are being added to address the
conditional compliance finding of the State Department of Health Services. Two
additional positions are proposed to upgrade other health services. Because the
posmons will be eligible for federal Medicare reimbursement, the proposals donot
include mcreases in General Fund costs.

Manual Cost Accounting Project Continues
“We recommend approval.

The department proposes to add six pOSlthnS to the Veterans’ Home staff to
substantially upgrade its existing-manual cost accounting system to meet federal
Medicare and VA reimbursement requirements. Total cost of the proposal, includ-
ing operating expenses and equipment, is $136,094. The department claims the
increased:staffing will enable the home more fully to substantiate costs chargeable
_'to the federal government, thereby increasing reimbursements. Therefore, the-
proposal -does not require an increase in: General Fund support. .
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Computerized Cost Accounhng and Pcileni Tracking System Not Needed

‘We recommend that the department terminate its computerized data processing project
at the home, for a reduction of $1,110,135 in General Fund expenditures (Item 197-011-001).

The department proposes an expenditure of $1,110,135 to continue implement-
ing an automated cost accounting and patient tracking system at the Veterans’
Home. We recommend deletion of funds for the project for four reasons. First, in
the capital outlay section of this Analysis, we recommend that the department
phase-out the acute care hosplta.l at the Veterans” Home. The primary purpose
of the automated system is to improve Medicare billings for hospital patients.
Therefore, if our recommendation is approved there would be httle reason to
continue developing the system.

Second, 1981-82 will be the first full year in which the new manual cost account-
ing system will be in operation. The department’s budget change proposal (BCP)
indicates that the manual system (which did not become fully operational until
February 1981) should be fully evaluated before it is automated. We concur.

Third, the system’s major purpose is to better substantiate costs in order to
increase federal payments. From a taxpayer standpoint, the system increases gov-
ernmental costs so that two levels of government can divide costs more accurately.
Lacking a detailed analysis of the exterit to which the automated system’ will
increase incremental revenues versus incremental costs, or an analysis showing
reduced health care costs, we cannot support continued automation of the ex15t1ng
manual system. ’

Fourth, the department states that in addition to prowdlng the cost accountmg
system, the data processing project will provide needed management information
and allow imhproved and faster responses to requests for reports by state agenc1es
The BCP, however, fails to discuss or evaluate these benefits.

For these four reasons, we recommend eliminating funds for the home s com-
puter project, for a General Fund savings of $1,110,135.

Equipment Not Justified

We recommend a reduction of $59,020 in General Fund support (Item 197- -011-001) for the
Veterans’ Home to phase in purchases of new beds for the occupied domiciliary and residen-
tial housing units.

The department proposes to replace every bed in the occupied domiciliary and
residential housing units at the Veterans” Home at a cost of $88,530. Most of the
beds are approximately 50 years old and periodically require repair. We have
discussed the proposal with the department and it states that given the large
number of beds (681) involved and their varying states of repair, a three-year
phase-in of the new beds is more manageable. We agree with this approach, and
recommend replacément of one-third (227) of the beds in the budget year, and
purchase of the other 454 beds during the next two years, for a General Fund
savmgs of $59,020 in 1981-82. :

EDUCATIONAL ASSISTANCE PROGRAM

We recommend that $549,815 of the amount overbudgeted for educational grants in the
current year be reappropriated for the budget year, and that the Genéral Fund appropnatlon
for 1981-82 (Item 196-001-001) be reduced by that amount.

The budget shows that $1,333,250 from the General Fund will be expended for
educational grants in 1980-81. At the time this Analysis was prepared, the depart-
ment estimated that it would spend only $783,435 of that amount, or $549,815 léss
than the amount shown in the budget year. The department expects to award
grants to approximately 2,190 students, instead of the 7,500 students shown in the
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Governor’s Budget. - s e

In 1981-82, the budget includes $931 250 ($1, 333,250 minus a specra.l adjustment
of $402,000) for educational grants. The department expects to fund about 2,348
students with those funds, an increase of about 160, or 7 percent, over the number
of students estimated to receive grants in the current year.

This program is funded within the department’s General Fund support iten.
Therefore, to insure that the current-year General Fund savings are realized, we
recommend the Legislature reappropriate the unneeded funds available in 1980~
81 for the budget year, and reduce Item 196-001-001 by $549,815.

'DEPARTMENT OF VETERANS AFFAIRS—CAPITAL OUTLAY .

Item 197-301 from the General
Fund, Special Account for ~

Capltal Outlay RN S Budget p. SCS 162
ReGUESEEA 198182 ....otcicciereeseeeeereesssoeeressssrsssssssreesssseeessessenes $1,555,775
Recommend redUctOn .....cooovuieieeciiineeieereereseeseeresssesseseessesessensen 840,180
Recommendation Pending........ccccevivircrnciveeninecreeivnni tervesieesane . 390,520
Net recommended approval NERI - cvpaneran . $325,075

s B : -~ Analysis |
SUMMARY OF MAIJOR ISSUES AND RECOMMENDATIONS page
1. Recommend that the acute hospltal facilities at the Veterans’ Home 254

be closed. :
2. We withheld recommendatlon on the skﬂled nursing and interme- 254
diate care facilities pending further study.
3. Acute Hospital Addition.. Reduce by $700,000. Recommend that 256
preliminary planning and working drawings for an acute care hos-
 pital addition at the Veterans’ Home be deleted. - ‘
4. Cooling Plant and Plpmg for Hospital Addition’ (Veterans Home). 256
- Withhold recommendation pending further ‘study of skllled nursing
intermediate care facilities.
5. Section A (Domiciliary) Veterans’ Home. Reduce by $87,280 .. 256
Recommend that preliminary planning and working drawing funds -
* be reduced to reflect reduced project scope. Further recommend
that working drawing money not be allocated by the. Public Works
Board until written commitment from the Veterans” "Administra-
tion to fund 65 percent of the project cost is obtained.
~-6. Section C (Domiciliary) Veterans’ Home. Withhold recommen- _ 257
*~ dation-on the request for preliminary planning and working draw- -
“ing funds. Further, recommend deferral of the Section, C
domiciliary remodeling. '
7. Minor Projects. Reduce by $52900 Recommend deletion of a 258
project related to acute hospital care, and a rediction in another
. project for handicapped compliance. We withhold recommenda-
~ tion on’a project related to skllled nursing facilities.

.
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: ANAI.YSIS AND RECOMMENDATIONS

Flve-Year Musfer Plan for Capital Ouﬂuy—Veteruns Home '

Background , e : :
The Department of Veterans Affairs currently operates ahome at Yountvﬂle for
California veterans. The mission of this home is to provide long-term care to

veterans who meet. ehglbnhty requirements set forth by the Mxhtary and Veterans’
Code.

The present capamty and average occupancy of the Veterans Home i is shown
in Table L

Table 1
Department of Veterans Affairs. .
_ Occupancy of Veterans” Home Beds

Authorized or A4 iferage

. Level of Care Licensed Beds ~~ * Occupancy Rate
Acute: ] ; ] ' ’

- Medical ©% 88%
Surgical. . 33 8 -
Intermediate Care Unit/Coronary 161 LU 1 — T 60 ..

Skilled Nursing......... 249 96%
Intermediate _ 522 94
Residential ; s et i 73 o7
Domiciliary ...... . e 1,502 . . .45
Total 2412 S

Descnphon of Care. The levels of care prov1ded at the Veterans Home are as

follows:

o Acute Care—This level of caré is provxded to patients who requxre contmuous
life saving service on a 24- hour, inpatient basis. This includes the basic services
of laboratory, radmlogy, pharmacy, and the services-of an organized medical

-staff. This level of care is licensed by the state. Table 2 shows the sources of
support for the acute care services.

o Skilled Nursing—This level of care is provided to those pauents who require
24-hour inpatient care. This care is less intense than acute care. and includes
rehabilitation, nursing, diétary, pharmaceutical and activity programs. Skilled
nursing facilities are licensed by the state. Table 2 shows that for fiscal year
1979-80, 69 percent of skilled nursmg s $6,046,339 operating budget was pro-
vided by the General Fund. =

¢ Intermediate Care—This level of care is prov1ded to pahents who reqmre
nursing and supportwe care on a less than continuious basis. Patients generally
require a minimum amount of nursing assistance to perform daily living
activities. Intermediate care facilities are licensed by the state, and for the
1979-80 fiscal year, 72 percent of the $8,002,837 intermediate care operating
budget was provided by the General Fund.

¢ Residential and Domiciliary Care—Dormeﬂlary care is prov1ded to people
who are generally self-sufficient. and are able to adequately perform daily
living activities. Residential care is provided to people who are able to per-
form daily living activities, although they may have a handicap and require
supportive measures for mobility. Residential care facilities are licensed by the
state while domiciliary care facilities are not.
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Table 2.
Department of Veterans Affairs
Veterans’ Home of California
Funding Suppor_t Resource—Fiscal Year 1979-80

. Total i
Level of Care Budget Medicare. - Federal® - Fees
Acute $1.844570  $1,027919 - $330,604 $72,080
Skilled Nursing Facility ......co..vo 6,046,339 137,592 1,513,632 . 306,338 :
Intermediate Care Facility........ 8,002,837 85,862 1,799,955 576,456 5,761,181 72
Residential/Domiciliary............, - 6,491,812 265,621 1,387,833 847,114 401285 6
TOtAlS ocovrserecsssesmeosrismssenns $22.085558 . $1517,000  $5032024 . $1,801988  $14,034,546 63.0%

2 Veterans Administration including aid and assistance.

Characteristics of the Residents. There are currently 1,397 residents at the
Veterans’ Home—0.6 percent of the eligible veteran population. Most of these
residents come from northern California. Specifically:

¢ 35.7 percent are from the San Francisco Bay Area.

e 36.7 percent come from other northern California areas.

8.5 percent come from the Los Angeles area.

» 6.9 percent come from other southern California areas.

Age and income demographies show that 80 percent of the residents have

incomes between $2,100 and $8,100 per year, with an average yearly income of
$4,692. The majority of residents (52.9 percent) are over 70 years of age.
" Code and Certification Violations. During 1976-77, surveys by the Depart-
ment of Health Services, Facilities Licensing Section, revealed a high incidence
of failure to comply.with licensing and Medicare certification requirements. Spe-
cifically, 222 deficiencies in acute, skilled nursing and intermediate care were
found, and the home did not meet six of the major conditions required for Medi-
care certification. Therefore, the homes cost relmbursements from Medncare
were threatened. -

Proposed Capital Outlay Program. To correct the identified code and cerhﬁ-
cation violations, the department has proposed a five-year major capital improve-
ment program. The estimated total cost of this program is $40 million (including
adjustments for inflation). The departmerit assumes that the Veterans’ Adminis-
tration will provide $26 million (65 percent) of the total project cost arid that the
state will provide $14 million (35 percent). However, the availability of Veterans’
Administration funding is uncertain. Failure to obtain a matching grant will re-
quire the state to fund the entire $40 million cost of the projects.

The changes proposed under the plan can be described as follows:

o Hospital—To correct code violation, a 56-bed acute care hospital addition is
proposed which will provide medical, surgic¢al, and intensive care/corcnary
care (ICU/ CCI) levels of care. Privacy and space violations would be correct-
ed; and various improvements (not required by code) are proposed. These
improvements generally consist of remodeling floor areas.:

o Annexes I and II and Section B—To meet Veterans’ Administration. requ1re-
ments concermng privacy and space violations, Annexes 1 and II will be
remodeled into six intermediate care umts—each with 33 beds. Section B will
be remodeled into a 104-bed intermediate ‘care unit. .

o Domiciliary Buildings, Sections' A, C, D, E, F, G, H, ], K, and L—Fire and life
safety violations will be corrected and extensive remodehngs will be done to
provide pnvacy for the occupants.

F
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-« Additional miscellaneous major improvements will be made to the laundry
“ building, boiler plant, main kitchen and' dining room, maintenance shops,
central warehouss, firehouse, members” workshops, recreation ward, theater
" building; and the administration building.

Upon completion of the proposed capital program, the Veterans’ Home will
have 23.7 percent less capacity ‘due, according to the master plan, to increased
space per bed required by modern day standards and client expectatlon Table 3
summarizes the change in capacity.

Table 3
Department of Veterans Affairs
Veterans’ Home Capacity After Remodeling -

’ : : New  Percent

-Type of Care ) . Present Remodeled . Construction  Change

Acute . . 66 — 56 —152%
_Skilled Nursing L 249 322 - +293
Intermediate 522 308 C— —410
Residential . 110 110 - H—
Domiciliary 1,360 945 — 30.5
" Totals 2307 1,685 56 -5

Source: Master Plan, Veterans’ Home of California. Departmeht of Veterans Affairs, December 1979.

Veterans' Home Acute Care, Skilled Nursing and Intermediate Care Facilities

We ljecommepd that the acute hospital facilities be phased out. We withhold recommenda-
tion on the skilled nursing and intermediate care facilities pending further study.

- In order to continue providing general acute, skilled nursing and intermediate
care to residents of the Veterans” Home, the state will have to spend an estimated
$27.4 million for capital improvements during the next six years. This is in addition
to the $6,132,000 per year that it costs the state for support/operating costs. Given
the fact that the state will have to make a heavy commitment from the General
Fund for capital outlay, beginning in the budget year, if it is to continue providing
acute, intermediate, and skilled nursing care, we believe the time has come to fully
consider the costs and benefits of ma.mtammg these services.

Our analysis indicates that the acute services available to residents of the Veter-
ans” Home can be provided—without any decline in the level or quality of these
services—in Veterans’ Administration hospitals and/or private sector facilities.
Accordingly, we recominend that funds to.upgrade the home’s acute care hospltal
be deleted from the budget. We withhold recommendation on the skilled nursing
and intermediate care facilities, however, pending further study.

Acute Care. Most veterans rely on the Veterans’ Administration’s system of 172
 hospitals for acute care needs. Our analysis indicates that the Veterans’ Adminis-
tration Hospital at Martinez currently has capacity to meet the acute-care needs
of Veterans” Home residents. The hospital has 315 acute-care beds with a 72
percent occupancy rate. Thus, there is an average of 88 vacant beds at any one
time—133 percent of the maximum acute-care capacity of the Veterans’ Home.
Therefore, adequate capacity exists at the Veterans’ Administration hospital to
accommodate all Veterans’ Home acute-care patients. The cost of acute-care pro-
vided to veterans in Veterans Administration hospitals is fully funded by the
federal government. Table 4 shows. that additional capacity, should it be needed
to serve current home members, is also available at acute-care hospitals in the San
Francisco Bay Area. Emergency care needs could be met, along with other citizens

of this area, by hospitals in the nearby City of Napa.
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Table 4
Department of Veterans Affairs
Occupancy Factors in Private Facilities—Bay Area

"~ Occupancy Occupancy
General ~ General ~ Nursing' = Nursing  Intermediate Occupancy
Acute Acute = SNF SNF Care .. . ICF

Beds - (Percent)  Beds - - .(Percent) Beds - . (Percent)

. North Bay . 1497 671% - 2989 95.9% — -

West Bay ; 7921 528 7,034 - 813 e -
East Bay 6283 56.2 8970 937 410 95.3%

Santa Clara . 3938 59.6 5,062 9.1 150 970

. Source: Office of Statewide Health Planning as of December 31, 1978. 1978 Hospital Report.

Skilled Nursing/Intermediate Care Facilities. 'We withhold recommendation
on the skilled nursing/intermediate care facilities pending further study. =
. Preliminary analysis indicates that there are 107,000 licensed skilled nursing
facility /intermediate care facility beds in California—24,615 of which are located
in the San Francisco Bay Area. The 771 residents of the Veterans’ Home who
currently require skilled nursing/intermediate levels of care would occupy only
0.7 percent of the state beds and 3 percent of the San Francisco Bay Area beds if
these programs were not available at the Veterans’ Home and the residents were
dependent on the private sector for care.

‘We are currently studying the feasibility of placing Veterans’ Home residents
in private sector facilities. Until the costs and benefits of the various alternatives
for meeting these veterans’ need for care has been reviewed, we withhold recom-
mendation on this aspect of the department’s capital outlay budget pending fur-

ther study. We will develop a supplemental analy51s regardmg this option prior to
budget hearmgs on this item.

1981-82 Mu|_or Capital Outlay Program

The budget proposes $1,130,555 for preliminary planning and working drawings
for four projects at the Veterans’ Home in Yountville, as summarized in Table 5.
These projects are included in the five-year master plan for the Veterans’ Home
in order to meet licensing and Medicare certification requirements. The hospital
addition and cooling plant projects would provide new facilities, while the Section
‘A and Section C projects involve remodeling existing domxcxhary buxldmgs

. Table 5
Department of Veteran Affairs
‘Major-Capital Outlay

1981-82

: o , - » 1981-82
Project Total Cost State Share®  Budget Request b
Hospital addition (acute care) ................................ $6,250,000° - $2,187,500 . $700,000 pw

Cooling plant and piping for hospltal addition ) » :
(Veterans’ Home) 2,091,000 731,850 133,285 pw
.- Section A (domiciliary) Veterans’ Home ...........: 2,026,400 709,240 134,635 pw
Section C (domiciliary) Veterans’ Home .......... - 2,516,600 880,810 162,635 pw

Totals s ; ' $12,884,000 $4,509,400 81,130,555

2 Assumes a 65 percent federal matching gfant can be obtained.
p—preliminary planning; w—working drawings.

¢ Based on project planning request eshmate Estimated costs based on archltectura] drawings have not
: 'yet been determmed
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Hospital Addition : :

We recommend that Item 197-301-036 (b), be deleted for a savings of $700,000.

The budget proposes $700,000 for preliminary planning and working drawings
for a 56-bed addition to Holderman Hospital at the Veterans’ Home to replace the
66 acute-care beds located in the present hospital. The addition would provide
medical, surgical and ICU/CCU levels of care. The vacated space in the present
hospital would then be converted to a 73-bed skﬂled—nursmg unit.

Table 5 shows that the estimated cost of this project is $6,250,000, with a bulldmg
cost of $5 million—$125 per square foot. The department has stated they anticipate
no increase in operatmg costs. However, our analysis of other building additions
indicate that they will incur some additional maintenance and utility costs.

. Consistent with our recommendation that this level of care be phased-out at the

Veterans’ Home we recommend deletlon of the $700,000 for prehmmary planning
and working drawings.

We also note that the State Architect has not completed the budget package for
this project. Consequently, adequate _]ustlficatlon for the prOJect cost hasnot been
_prov1ded

Cooling Plant - : .
We withhold recommendation on Item 197- 301-0?6‘ (c) for pre]zmmmy plans and Worlang
" drawings for a new cooling plant.

The budget proposes the appropriation of $133,285 for preliminary planning and
working drawings for (a) a new 4,320 square foot cooling plant, (b) associated
piping, and (¢) demolition of two vacant buildings which occupy the proposed site. -
As shown in Table 5, the total project cost is estimated to be $2,091,000, with a state
share of $731,850. The plant would provide chilled water for future coolmg at the
hospital addition, Annexes I and II, Section B, and the recreationn and theater
buildings. The initial phase of this project will provide chiller capacity for and
utility connections to the hospital addition and Section B.

This project is proposed on the basis that the acute, skilled nursing and intérme-
diate care units require cooling and ventilation in accordance with Titles 22 and

We withhold recommendation on the $133,385 requested for this prOJect The
projects’ primary purpose is to service the hospital addition, the skilled nursing and
intermediate care facilities. We have recommended that the acute hospital serv-
ices at the Veterans Home be discontinued and have withheld recommendation
on skilled nursing and intermediate care facilities. Since this project will provide
service to intermediate care facilities (Annexes I and I, and Section B) we accord-

-ingly withhold recommendation on this request.

In addition, our analysis indicates that the project is too expensive. The project
. i$ 1,080 square feet larger than necessary, and includes general work such'as a
_partial spanish tile roof, skylights and windows which have helped raise the project
cost. Should the project proceed, we would recommend that the scope be reduced
to eliminate the unnecessary space and unneeded project features.

Section A (Domlcllmry)
. We recommend that Item 197-301-036(d) be reduced by $87,280 to reflect a reduced
project scope. We also recommend that funds for working drawings not be released by the .
Public Works Board until a written commitment is obtained from the Vetemns Admmlstm-
tion to prowde a 65 percent matching grant to the project.

The budget includes $134,635 for preliminary planning-and working drawings
- for a project to remodel the Section A domiciliary building: The existing dormitory
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rooms will be remodeled into one, two and three bed rooms that meet privacy
regulations of the Veterans” Aministration. The toilets and baths will be remodeled
to meet handicapped accessibility requirements, and all fire code violations will
be corrected. This project will decrease the capacity of this building from 190 beds
to 145 beds—a 24 percent decrease.

The estimated total project cost is $2,026,400, including an estimated construc-
tion cost of $1,599,700—$43 per gross square foot. This project has been proposed
to correct fire and life safety code violations and to satisfy Veterans’ Administra-
tion privacy requirements. However, our review of the planning documents indi-
cates that the proposal includes many items which are unrelated to these
objectives. For example, the project calls for all new fluorescent and incandescent
light fixtures, TV outlets for every room (110in total), new piping, new lavatories,
and water closets. The present lighting, restroom facilities, piping and TV outlets
are adequate for their needs and do not need replacement. Since these items do
not relate to either code violations or privacy regulations, they are not necessary
and should be eliminated. Deletion of the extraneous items should reduce the
construction cost to approximately $26 per gross square foot. Preliminary planning
and working drawing monies for a project of this reduced scope should not exceed
$49,355. Consequently, we recommend a reduction of $87,280 in this item.

Federal Participation. The estimated cost of this project to the state—$709,240
—assumes that the Veterans’ Home will obtain a grant from the Veterans’ Admin-
istration for 65 percent of the total project cost. Otherwise, the state would be
liable for the entire $2,026,400 project cost. Furthermore, if no federal funds are
obtained, the state would also be liable for the entire projected cost for the five-
year plan (including inflation). The home is currently applying for a grant, but has
no assurance that it will be awarded. Consequently, we recommend that Budget
Bill language be included under Item 197-301-036 specifying that working drawing
monies may not be released by the Public Works Board until a:letter committing
the Veterans’ Administration to provide a 65 percent matching grant for the total
project cost has been obtained.

Section C (Domiciliary) :

We recommend deferral of the Section C domiciliary remodeling and withhold recommen-
dation on the amount under Item 197-301-036 (e).

The budget includes $162,635 for preliminary plans and workmg drawmgs for
remodeling of the Section C domiciliary building. The proposed project is very '
similar to the Section A remodeling and is of équal scope and square foot cost.

‘The justification for this project is that the building is presently in violation of
State Fire Marshal and Veterans’ Administration regulations. Because of these
violations, the building is not used as a domiciliary. Instead, it is used to house the
Department of Fish and Game (DFG) Region IlII headquarters. Thus, if the
proposed remodeling is undertaken, the DFG will have to be relocated to new
facilities at an estimated cost of $1,540,000. The Budget Bill contains $40,000 under
Item 360-301-200(f), for plans/working drawings for the new facilities.

- The capital outlay master plan calls for the remodeling of Sections E, F, H, ], K,
L, and G in future years. Our analysis indicates that sufficient capacity exists at the
home to allow remodeling of one of these facilities without necessitating the
displacement of DFG. Accordingly, we recommend tht.one of these facilities be
remodeled in place of Section C, thereby saving the $1,540,000 cost associated with
building a new Department of Fish and  Game regional headquarters. Section C
should only be remodeled if sufficient démand for Veterans’ Home services
materializes in future years to justify the project and its associated relocation
expenses. We, therefore, recommend deferral of alteration to Section C.

“We withhold recommendation on the request for $162,635 for-preliminary plans

1281685 -
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and working drawings until the department has selected another domiciliary for
remodeling and the State Architect has prepared the supporting architectural
plans, outline specifications and cost estimate. Whichever domiciliary is remod-
eled, its scope should be reduced to $26 per gross square foot for the same reasons
set forth in our analysis of the Section A remodeling project: Once the necessary
documents have been prepared by the State Architect, we will advise the Legisla-
ture on the amount needed for ,preliminary _plans and working drawings.

Minor Caplhl Oufluy (Ifem 197-301-036(a))

We recommend deletion of one project relating to acute hospital care facilities, for a
savings of $40,000. We also recommend a redirction of $12,900 for a project to. provide
automatic slzdmg doors. We also w:thhold recommendation on another project related to
skilled nursing facilities. .

The budget proposes $425,220 for nine minor capxtal outlay pro_lects ($100,000
or less per project) for the Department of Veterans’ Affairs. These projects will
correct licensing violations and make minor improvements to the buildings and
grounds. Table 6 describes these projects.

Table & ,
Department of Veterans Affairs
Minor Capital Outlay

1981-82
Prgject ’ Budget Amount

1. Building Code corrections, hospital $20,000
2. Public Safety Code, corrections, Annex II vonen 30,000
3. Fire and life safety corrections, boiler room 36,300
4. Fire and life safety corrections, section F : 65,000
5. Replacement of obsolete equipment, boiler room’ 24,420
6. Drainage improvements, Holderman Hospital ......... 40,000
7. Drainage imptovements, Alameda area 88,500
8. Handicapped Code Compliance, Dining Hall 26,400
9. Minor remodeling, Ward 1A 94,600

Total : . $425,220

Minor Capital Outlay for Hospital Facilities. The budget includes funding for
two minor capital outlay projects that would:

1. Install rainwater collection tiles and a sump pump in the storm drain system
to improve drainage around Holderman Hospltal ($40,000).

2. Remodel hospital ward 1A to meet privacy, space and recreation code re-
quirements for a skilled nursing unit ($94,600).

We have previously recommended the discontinuance of the general acute level
of care at the Veterans’ Home and have withheld recommendation on the skilled -
nursing/intermediate care facilities. Accordingly, only those improvements which
relate to critical fire and life safety problems should be funded: The rainwater
collection project is not critical and the ward 1A remodeling is the pilot project
for the renovation of the general acute, skilled nursing and intermediate care
facilities. We, therefore, recommend deletion of the rainwater tile project because
it does not relate to critical fire and life safety problems and would affect programs
that would be discontinued if our earlier recommendation is approved. We with-
hold recommendation on the remodelmg project pending our recommendanon
on intermediate care facilities. )

Automatic Sliding Doors. . ‘A project to install three automatic slldmg doors at
the south and east exits to the dining hall is proposed at a cost of $26,400. These
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doors will give wheelchair traffic access to the dining room without the need for
assistance and therefore enable the home to meet handicapped access require-
ments. These doors will cost an average of $8,800 per door.

We recommend a reduction of $12,900 on the basis that a less expensive alterna-
tive is feasible. This alternative would require the installation of automatic door
openers on the existing double-doors, at a cost of $4,500 each. This equipment
provides the same ease of access that automatic sliding doors do, and use of it
would save $12,900.

Business, Transportation, and Héusi‘:‘ng Agency
'DEPARTMENT OF ALCOHOLIC BEVERAGE CONTROL

Item 210 from the General

Fund = Budget p. BTH 1
ReqUESted 198182 ..o oivvirosoeeeessossssisessssserseesssensesssssssamseseeees $13,497,304
ESHIMAted 1980-8L......com.onoovooeesesneeresiaeemmanessesermesssssesesessessssiossssees © 13,358,813
ACHUAL 1979780 ....oooveeoerseveeeeeeiesesssessemsssessesssseeesessons et eeeeerraens 12,237,308

Requested increase (excluding amount for salary
increases) $138,581 (4 1.0 percent)
Total recommended reduction ............. sesniesastnseesasasasesasassasineied None

GENERAL PROGRAM STATEMENT

The Department of Alcoholic Beverage Control (ABC),a constltutxonal 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 main-
‘tains a northern division office in Hayward, which supervises 10 northern district
offices, and a southern division office in Downey, which supervises 11 southern
_district offices. Department staff is presently authorized at 383.6 positions.
.. The Constitution gives the department exclusive power, in accordance with
“laws enacted by the Leglslature to license the manufacture, importation and sale
of alcoholic beverages in California, and to collect license fees. The department
is given discretionary power to deny, suspend or revoke licenses for good cause.
Responsibilities of the agency are discharged under a smgle program entitled,
“Administration of the Alcoholic Beverage Control Act” which consists of three
elements: (1) lxcensmg, (2) comphance, and (3) administration.

Licensing Element

Licensing is intended to prevent (1) unquahﬁed persons from engaging in the
sale, manufacture or importation of alcoholic beverages, and (2) the sale or manu-
facture of alcoholic beverages in locations where the neighborhood would be
disturbed and police problems aggravated: Licensing involves the investigation of
an applicant’s background, character, and financing to assure that those who
qualify will be unlikely to engage in disorderly or unlawful conduct. The depart-
ment processes applications from individuals, partnerships and corporations for 53
different licenses.

If a license is denied or its issuance is protested, the matter may be brought
before a hearing officer of the Office of Administrative Hearings in the Depart-
ment of General Services. The hearing officer prepares a proposed decision which,
if adopted by the director, becomes the department’s decision. Decisions on these
and other matters may be appealed to the Alcoholic Beverage Control Appeals






