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MUSEUM OF SCIENCE AND INDUSTRY

Item 1100 from the General
Fund and Exposition Park

Improvement Fund , Budget p. SCS 1
Requested 1991-92..........ccooiinncrcrernerineeeerinetsesesetsssessessastacnans $10,927,000
Estimated 1990-91 ...ttt sreesisseresestasasassnenens 10,882,000
Acttal 1989-90 .......coviiiercrnrneiinnresiseserenisieseiessssessssssesssesesssssssssssesane 9,504,000

Requested increase $45,000 (+0.4 percent)

Total recommended reduction............cceeveveeecrvrreranes reeerenreienes 650,000

1991-92 FUNDING BY ITEM AND SOURCE

Item-—Description : Fund Amount
1100-001-001—Support General - $8,816,000
1100-001-267-—Support Exposition Park Improvement 1,882,000
Reimbursements — ‘ 229,000
Total $10,927,000
4 ; ‘ Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Museum Staff. Recommend that the $650,000 appropriated 107
in 1990-91 for various additional personnel be reappropriated
because the funds are not needed in the current year.
Further recommend $650,000 General Fund reduction to
reflect this increased support from the EPIF. (Reduce Item
1100-001-001 by $650,000.)

2. Museum Has Closed Two Buildings. Recommend that, prior 108
to budget hearings, the museum report to the Legislature on
(1) the status of the buildings that have been closed based on
concerns about seismic safety, (2) the necessity of having
these buildings meet Field Act standards (3) future capital
outlay needs and (4) plans for financing those needs.

GENERAL PROGRAM STATEMENT

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

The museum also owns 26 acres of public parking which are made
available for the use of its patrons, as well as patrons of the adjacent
coliseurn, sports arena, and swimming stadium. These facilities are all
located in Exposition Park, which is owned by the state and maintained
through the museum.

Associated with the MSI is the Museum of Afro-American History and
Culture (MAHC). The MAHC was established by the Legislature to
preserve, collect, and display artifacts of Afro-American contributions to
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the arts, science, religion, education, literature, entertainment, politics,
sports, and history of California and the natxon The MAHC is governed
by a seven-member advisory board.

The museum has 189.2 personnel-years in the current year.

MAJOR ISSUES

General Fund savings of $650,000 in 1991-92 due
to significant hiring delays in the current year.

. The Museum of Science and Industry has closed
- two buildings because they are seismically unsafe.
These buuldmgs contain over 60 percent of the
museum’s total available exhibition and education
space.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $10.9 million from all funds to
support the MSI and the MAHC in 1991-92. This is $45,000, or 0.4 percent
above estimated current-year expenditures. This increase is primarily
due to the full year effect of salary increases granted in the current year.
This increase is partially offset by the elimination of one-time projects
($260,000) and the unallocated trigger-related reduction ($120,000). The
unallocated trigger-related reduction is-included in the proposed budget
for the museum in lieu of the reduction that would otherwise be made
pursuant to Ch 458/90 (AB 2348, Willie Brown).

Total support for the MSI and the MAHC in the budget year includes
$8.8 million from the General Fund, $1.9 million from the Exposition Park
Improvement Fund (EPIF), $229,000 from reimbursements, and $1.3
million to be provided by the Cahforma Museum foundation of Los
Angeles. :

Table 1 shows the museum’s expendltures for the past, current, and
budget years. The baseline adjustments and workload changes proposed
for the budget year are displayed in Table 2
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Table 1
Museum of Science and Industry
Budget Summary
1989-90 through 1991-92
(dollars in. thousands)

Expenditures
’ Percent
i Personnel-Years Change
Actual  Est. Prop. Actual  Est - Prop. From
Program - 1989-90 1990-91 1991-92 1989-90 1990-91 1991-92 1990-91
Education o
Museum operations............. 107.9 1744 1744  $8210 $9512  $9,650 1.4%
Administration ‘(distributed)...... (19.2)  (20.0) - (20.0) ($1,066)  ($950)  ($959) 09
Afro-American Museum..... s 20.1 14.8 148 . 1,294 1,370 - 1,397 20
Unallocated reduction............. - = - — - 120 -
Totals.....covivrvveneeniiiinnnas 1280 189.2 189.2 9504 10,882 10,927 0.4%
Funding Sources
General Fund . ...................cccoiiiiiiiiiii i, 38764 38771 38816 05%
Exposition Park Improvement................ e 556 1,884 1882 0.1
Reimbursements.............c..vvvveuirininsininieinseiirarnnnnnnns 184 297 229 09
Foundation.............: e (81,159) (81,221) ($1,305) 6.9
Table 2
Museum of Science and Industry
Proposed 1991-92 Budget Changes
. - {dollars in thousands)
All Funds : :
1990-91 EXPENAItUIES ... ' iveerenrnriritreerietteinteesereereeeisanensenaienenions $10,882
Baseline Adjustments
Allocation for employee compensation............c.covviiiiiiiiiiiiiiin $347
One-time Costs, SPECial TEPAITS. ... v vviveerieiitienieterteineieareaneaeaieansens —135
One-time costs, other (external contracts) —125
Central administration services, pro rata. 78
Unallocated reduction.......................ool —$120
‘Total, baseline adjustments. ..........c.c.oooriiiiiiiiiiii i : $165
1991:92 Expenditures (Proposed).................oo -$10,927
Change from 1990-91: . ‘
714070117+ | I [ $45

| () 1| S OSSP 0.4%
ANALYSIS AND RECOMMENDATIONS '
Museum Experienced Significant Hiring Delays

We recommend that the $650,000 appropriated in the Exposition Park
Improvement Fund (Item 1100-001-267) by the 1990 Budget Act for
various additional personnel be reappropriated because the funds are
not needed. We further recommend a General Fund reduction of
$650,000 to reflect the increased support from the EPIF in 1991-92.
(Reduce Item 1100-001-001 by $650,000.)

_The 1990 Budget Act appropriated $1,639,000 from the Exposition Park
Improvement Fund (EPIF) for 37 positions to augment the museum’s.
security force and implement the audit recommendations from the
Office of the Auditor General (OAG). The 1990 Budget Act provided
funds from the EPIF to increase the museum’s security force by 26
positions and add 11 positions for various purposes as a result of audit
recommendations made by the OAG. As of December 31, 1990, the
museum had only filled three of the 26 museum security positions and six
of the 11 OAG recommended positions.

The museum’s failure to fill the positions is the result of a combination
of factors: (1) the museum has not yet requested classification approval
from the Department of Personnel Administration (DPA) for six posi-
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tions; (2) it took a total of five months to obtain approval for the Chief
and Assistant Chief of Museum Security classifications from the DPA and
to obtain funding authorization from the Departmerit of Finance (DOF);
and (3) the museum’s decision to fill the Chief and Assistant Chief
positions prior to hiring the other additional security officers.

The museum indicates that all of the positions will be filled by March
1, 1991. This target date may be missed if the museum fails to obtain
classification authorization from the DPA or continues to delay the hiring
of security officers until the Chief and Assistant Chief positions are filled.
However, even if all of the positions are filled by the target date, our
analysis indicates that the EPIF will realize substantial salary and related
operating expense savings in the amount of $650,000 for the positions held
vacant thus far.

The current year savings may be used to fund museum activities in the
budget year, which the Budget Bill proposes to fund from the General
Fund. Accordingly, we recommend that the $650,000 appropriated in the
EPIF (Item 1100-001-267) of the 1990 Budget Act for increased museum
security and implementation of OAG audit recommendations be reap-
propriated to fund museum activities in 1991-92. We further recommend
that the General Fund appropriation (Item 1100-001-001) in the Budget
Bill be reduced by $650,000 to reflect increased funding support available
from the EPIF. This action would not reduce proposed museum spending
levels. It would, however, increase the Legislature’s ability to fund other
General Fund priorities in 1991-92. The following language would
implement this recommendation:

1100-490 Reappropriation, Museum of Science and Industry. On the effective

date of this act, up to $650,000 of the amount appropriated by Item 1100-001-267

of the 1990 Budget Act for additional museum personnel is reappropriated for

support of the museum.
Museum Has Closed Two Buildings

We recommend that, prior to budget hearings, the museum report to
the Legislature on (1) the status of the buildings that have been closed
based on concerns about seismic safety, (2) the necessity of having these
buildings meet Field Act standards, (3) future capital outlay needs and
(4) plans for financing those needs.

In October 1990, based on a review by a team of structural engmeers
the Office of the State Architect (OSA) advised the muséum to close two
of its buildings due to concerns about their seismic safety. The two
structures, the Ahmanson and Armory buildings, contain a total of 255,000
gross square feet, which represents 64 percent of the museum’s total
available exhibition and education space.

An in-depth engineering study of the two buildings is scheduled to be
completed in mid-February. The study will evaluate the seismic safety of
the two buildings and estimate the costs of bringing them into compli-
ance with Title 24 (Field Act) standards. Based on the study’s results, the
MSI will develop a plan for its future capital outlay needs. '

In order to assess both the short and long-term capital outlay needs of
the museum, the Leglslature needs to know (1) the status of the closed
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buildings, (2) the necessity of having these buildings meet Field Act
standards, (3) future capital outlay requirements, and (4) plans for
financing those capital outlay requirements. Because this information
should also assist the Legislature in its review of the museum’s 1991-92
budget, we recommend that the museum report on these questions pnor
to legislative hearings on the budget

DEPARTMENT OF CONSUMER AFFAIRS

Items 1120-1655 from various
funds

Budget p. SCS 4

Requested 1991—9_2 ............... rereere et sttt st nr et ssatetnas .$209,332,000
Estimated 1990-91 .. 199,727,000
Actual 1989-90 .......ccoiiicririieiriereiereseeseseraesestesessesessasesessiosssessenses 176,057,000
Requested increase $9,605,000 (+4 8 percent) _
Total recommended reduction.............c..eveeeererosssvenesssnsennne 5,126,000
1991-92 FUNDING BY ITEM AND SOURCE
Item—Description Fund Amount
1120-001-704—Board of Accountancy Accountancy $7,126,000 -
1130-004-706—Board of Architectural Examiners  Architectural Examiners 3,882,000
1140-006-001—State Athletic Commission - General 765,000
1140-006-492—State Athletic Commission Boxers Neurological Examina- 384,000
: . tion Account '
1150-008-421—Bureau of Automotive. Repair Vehicle Inspection and Repair 70,720,000
1160-010-713—Board of Barber Examiners. .- Barber Examiners 986,000
1170-012-773—Board of Behavioral Science Ex- Behavioral Science Examiners 3,298,000
aminers
1180-014-717—Cemetery Board Cemetery 371,000
1200-016-157—Bureau of Collection and Investi-  Collection Agency 1,549,000
gative Services :
1210-018-769—Bureau of Collection and Investi-  Private Investigator 5,655,000
gative Services
1230-020-735—Contractors State License Board Contractors License 34,552,000
1240-022-738—Board of Cosmetology Cosmetology Contingent 4,665,000
1260-024-741—Board of Dental Examiners State Dentistry 4,081,000
1270-026-380—Board of Dental Examiners Dental Auxiliary 960,000
1280-028-325—Bureau of Electronic and Appli- Electronic and Appliance Re- 1,258,000
ance Repair pair :
1330-036-750—Board of Funeral Directors and Funeral Directors and Embalm- 779,000
Embalmers ers
1340-038-205—Board of Registration for Geolo- Geology and Geophysxcs : 401,000
- gists and Geophysicists o
1350-040-001—State Board of Guide Dogs for General 43,000
the Blind -
1360-042-752—Bureau of Home Furnishings and  Bureau of Home Furnishings 2,607,000
Thermal Insulation and Thermal Insulation
1360-042-753—Bureau of Home Furnishings and  Bureau of Home Furnishings 59,000
Thermal Insulation and Thermal Insylation,’ Dry
Cleaning Account
1370-044-757—Board of Landscape Architects Board of Landscape' Architects 680,000
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1390-046-758-Medical Board of California

1390-047-175—Medical Board of California . .
1400-048-108—Medical Board of California
1410-050-208—Medical Board of California
1420-052-759—Medical Board of California
1430-054-280—Medical Board of California
1440-056-295—Medical Board of California
1450-058-310—Medical Board of California
1455-059-319—Medical Board of California.
1460-060-376—Medical Board of California

1470-062-260—Board of Examiners of Nursing
Home Administrators

1480-064-763—Board of Optometry
1490-066-767—Board of Pharmacy
1500-068-770—Board of Registration for Profes-

sional Engineers and Land Surveyors
1510-070-761—Board of Registered Nursing
1520-072-771—Certified Shorthand Reporters

" Board

1530-074-399—Structural Pest Control Board

1530-074-775—Structural Pest Control Board

1540-076-406—Tax Preparers Program

1560-078-777—Board of Examiners in Veterinary
Medicine

1570-080-118—Board of Exammers in Vetermary

Medicine
1590-082-779—Board of Vocatlonal Nurse and
Psychiatric Technician Examiners

1600-084-780—Board of Vocational- Nurse and -
Psychiatric Technician Examiners

1640-086-001—Division of Consumer Services
1655-090-702—Support, Department of Con--
sumer Affairs

Total, Budget Act appropriations
Statutory appropriation, Certified Shorthand
Reporters Board
Reimbursements

Total, all expenditures

Contingent Fund of the Medi- -

cal Board-of California
Dispensing Opticians
Acupuncturists
Hearing Aid stpensers
Physical Therapy
Physicians’ Assistant

Podiatry

Psychology

-- Respiratory Care , = - i
Speech Pathology and Audiol-

ogy Examining Committee
Nursing Home Administrator’s
State License Examining
Board ...
State Optometry

Pharmacy Board Contingent N

Professional Engineers and
Land Surveyors

- Board of Registered Nursing
* Shorthand Reporters

Structural Pest Control Educa- . .

tion and Enforcement

“Structural Pest Control ~ =

Tax Preparers

Veterinary Exammers Conhn-
gent .. .

Animal Health Techmcnan Ex-
amining Committee

Vocational Nurse and Psychiat-
ric Technician Examiners,
Vocational Nurse Account

Vocational Nurse and Psychiat-
ric Technician Examiners,
: Psychiatric Techmcnans Ac-
count - - .

General

Consumer Affairs

Transcript Reimbursement

Items '1120-1655

22,781,000

© 188,000
704,000
431,000

750,000 -
569,000
915,000
1,554,000
908,000
989,000

413,00
805,000

3,324,000
4,598,000

- ) 10,050,000

421,000
208,000..,
*9,349,000
1,246,000
844,000
118000

3,049,000

953,000

1,457,000
1,758,000

$205,503,000
296,000

3,533,000
$209,332,000

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS

Analysis
page

1. Departmentwide Computer Project. Recommend adoption - 113
of supplemental report language requiring the department. '
to-report to the Legislature by November 15, 1991 on its
automated enforcement tracking system.

2. Potential Fund Deficiencies. Recommend ‘that, by April'1l, 116
1991, 10 specified agencies report to the Legislature on the
steps taken to-ensure sufficient reserves in-their respective -
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fund balances. Further recommend adoption of Budget Bill
language prohibiting the Board of Registered Nursing from -
running a deficit in 1991-92. o

3. Bureau of Automotive Repair. Reduce Item 1150-008-421 by . 117
$4.8 million. Recommend a reduction because the number i
of licensed Smog Check stations will be lower than estimated

by the bureau. v

4. Board of Behavioral Science Examiners. Recommend a 119
-reduction of $470,000 in reimbursements because a finger-
print check program will not be implemented in the budget
year. :

5..Contractors State License Board The board is continuing to 120 ..

. reduce its complaint backlog. ,

6. Medical Board of California. The board has reduced its 120
backlog of unassigned investigative cases.

7. Medical Board of California. Recommend that the board 121
report to the Legislature by April 15, 1991 on its 1991-92
projected complaint workload, resources needed, and alter-
native methods to handle the workload.

8. Medical Board of California. Recommend enactment of 122
legislation authorizing the board to take disciplinary action
against physicians who fail to provide medical records
regarding the investigation of a complaint within a reason-
able period.

'9. Medical Board of California. Reduce Item 1390-046-758 123

. and the various items of the allied health committees by
' $282,000. Recommend a reduction in funds for Attorney
General services to avoid overbudgeting.

GENERAI. PROGRAM STATEMENT

The. Department of Consumer Affairs (DCA) is respon51b1e for pro-
moting consumerism and protecting the public from deceptlve and
fraudulent business practices. The department has five major compo-
nents: (1) 38 regulatory agencies, which include boards, bureaus, pro-
grams, committees and commissions; (2) the Division of Administration;
(3) the Division of Technology; (4) the Division of Investigation; and (5)
the.Division of Consumer Services. Each of the department’s.constituent
licensing agencies is statutorily independent of the department’s control.
Only four bureaus and one program are under the direct statutory
control of the Director.

Regulatory Agencies. Each of the 38 regulatory agencres is responsrble
for licensing and regulating an occupational or professional group in
order to protect the general public against incompetency and fraudulent
practices.

The Division of Administration provides centralized fiscal, personnel,
legal, and facilities maintenance support services, on a pro rata basis, to
all of the constituent agencies.

The Division of Technology provides data processing services to the
constituent agencies on a distributed cost basis. However, some boards
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and bureaus have data processing staff.

The Division of Investigation provides investigative and inspection
services to most constituent agencies. Several boards and bureaus,
however, have their own inspectors and investigators.

The Division of Consumer Services is responsible for statewide
consumer protection activities, which include research and advertising
compliance, representation and intervention, and consumer education
and information. This division -also prepares consumer protection legls-
lation.

The department has 2,202.1 personnel-years in the current year.

MAJOR ISSUES

The number of Smog Check stations projected by
the Bureau of Automotive Repair has not material-
ized and, therefore, the bureau’s station licensing
and inspection workload will be lower than pro-
jected.

The Medical Board of California has reduced its
- backlog of unassigned investigative cases.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes $209.3 million from various funds, including
reimbursements, for support of the department and its constituent
agencies in 1991-92. This is $9.6 million, or 4.8 percent, more than
estimated expenditures in the current year.

Of the total expenditures proposed for 1991-92, $23.8 million is for
support of the four divisions. The remaining $185.6 million is for support
of the various boards and bureaus. Table 1 presents the department’s total
expenditures for the prior, current, and budget years.

The Governor’s Budget includes an unallocated trigger-related reduc-
tion of $43,000 in funding for the department and two constituent
agencies. This reduction is included in the proposed budget for the
department and the constituent agencies in lieu of the reduction that
would otherwise be made pursuant to Ch 458/90 (AB 2348, Willie
Brown).
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Table 1

Department of Consumer Affairs
Budget Summary
1989-90 through 1991-92
“(dollars in thousands)

Expenditures

Percent
. Personnel-Years Change
Actual — Est .~ Prop.  Actual  Est Prop. From
1989-90 1990-91 1991-92 1989-90 1990-91  1991-92  1990-91

Boards and Bureaus............... 16453 18809 19793 $152,289 $176,227 $185,551 5.3%
Divisions: :
Consumer services.............. 39.2 41.1 40.6 2,547 2,830 2,865 1.2
Administration .................. 137.6 161.3 1709 7,829 9,339 9,960 6.6
Investigation .................... 60.5 70.3 703 4,191 4,614 4,658 10
Technology..........coovuennne. 50.6 485 409 5,991 4,966 4583 17
Building and maintenance...... — — — 3,210 1,751 1758 04
Subtotals, divisions............ (287.9) (321.2) (322.7) ($23,768) ($23,500) ($23,824) (L4%)
Unallocated trigger reduction .... — — — — — 43 . —
Totals........covvvivinniannnns 19332 22021 23020 $176,057 $199,727 $209,332 4.8%
Funding Sources )
General Fund ..o, $2203 - 82273 $2265 —04%
Consumer Affairs Fund ............................. 3210 1,808 L7588 28
Various Special Funds of the Boards and Bureaus.............. 167370 192609 201,776 48

Reimbursements. .............covvuuiiiieiiiiniiiiiiniiniiinn, 3274 3,037 3533 163

ANALYSIS AND RECOMMENDATIONS
DIVISION OF TECHNOLOGY

Departmentwide Automation Project

We recommend that the Legislature adopt supplemental report
language directing the department to report on the progress of the
implementation of an automated enforcement tracking system.

In 1985-86, the Legislature approved a department proposal to imple-
ment, in four phases, an advanced computer system to provide increased
data processing services to all of the department’s constituent agencies.

Our review. shows that Phase I of the system has been completed and
resulted in the automation of license issuance and renewal processes.
However, implementation of Phase II has been continually delayed.
Phase II was intended to automate the enforcement and applicant
tracking systems, and was initially scheduled for completion in June 1988.
However, because of delays in completing Phase I, the anticipated
completion date for Phase II was delayed two years, to June 1990, The
automated enforcement tracking system was subsequently implemented
in August 1990. However, the applicant tracking system will not be
completed until June 1992. ‘

Enforcement Tracking System is Not Performing as Expected. Our
review further indicates that, while an enforcement tracking system may
have been installed at all boards, the system is not performing as
anticipated. For instance, most boards cannot generate routine manage-
ment reports from the system at the current time: In addition, the system
does not allow boards to develop specific, ad hoc reports without the
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assistance of a programmer, or automatically print various notices to
complainants and licensees. The department explains that, in part, the
failure of the system to perform as expected results from technical design
problems and contract delays. The department now anticipates providing
(1) the capability to generate the management reports by the end of
April 1991, (2) the capability for boards to generate ad hoc reports
unassisted by July 1991, and (3) the automatically generated notices for
each board by December 1991.

Analyst’s Assessment. Given the department’s history of delays our
review indicates that the department’s revised schedule for completing
the enforcement tracking system appears optimistic. In order that the
Legislature may monitor the status of the enforcement tracking system,
we recommend that the Legislature adopt the following supplemental
report language directing the department to report on the progress of
the system.

" The Department of Consumer Affairs shall submit to the chairs of the fiscal
commmittees and the Joint Legislative Budget Committee by November 15, 1991
a report on the progress of completing the automated enforcement tracking
system. This report shall include (1) the status of providing the boards with the
capability to (a) generate management reports, (b) generate ad hoc reports,
and (c) automatically print notices to the parties involved in the complaint; (2)
the status of other system improvements; (3) an éxplanation of any deviations
from the schedule; and (4) identification of alternatives: to alleviate future
schedule delays.

Appltcant Tracking System Will be Further Delayed and is 'Not
Funded in the Budget Year. In the current year, development of the
applicant tracking system has been delayed due to difficulty in recruiting
technical staff and increased time for system design. In addition, the
department now anticipates that the costs for project development in the
budget year will be higher than originally estimated. Because of the
delays and increased costs, the Office of Information Technelogy (OIT)
has required the department to submit a special project report to justify
the schedule and cost changes. However, the report was not-submitted in
time for funding of the project to be included in the Governor’s Budget.
The Department of Finance indicates that, if the report is approved by
OIT, project fundmg for 1991-92 will be requested in an amendment
letter v

BOARDS AND BUREAUS

Our. analyS1s indicates that the proposed 1991-92 budgets for a number
of boards, bureaus, and committees raise no significant fiscal issues that
warrant separate write-ups in this Analysis. Many of these entities -have
requested increases that simply offset the effects of inflation on their
current programs. Others have requested additional funding for program
and ‘workload increases, which our review shows to-be justified. Table 2
displays staffing and expenditures for those boards, bureaus, and commit-
tees whose budgets we recommend be approved as submitted.
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Item Number - Description

1120-001-704
1130-004-706

1140-006-001
1160-010-713
1180-014-717

1200-016-157
1210-018-769
1240-022-738
1260-024-741
1270-026-380

1280-028-325
1330-036-750

1340:038:205

1350-040-001
1360042752

1370-044-757

1390-047-175
1400-048-108
1410-050-208
1420052759
1430054280
1440-056.995
1450-058:310
1455-059-319

1460:060-376 .

147006260

1480-064-763
1490-066-767
1500-068-770

1510-070-761
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Table 2

Department of Consumer Affalrs

Boards, Bureaus, and Committees
Recommend Approval as Budgeted
1991-92

(dollars in thousands)

Board of Reglstered Nursmg : 692 ‘

10,575

Personitel-Years - Expenditures®
Percent
Change
Actual Est.  Prop.  Actual Est.  Prop.  From
) 1989-90 19%0-91 1991-92 1989-90 1990-91 1991-92 1990-91
Board of Accountancy .......... 51.0 476 624 85,547  $6534. $7,145 94%
Board of Architectural Examin- o :

OIS, .. e eerintaneiiaans 35 300 309 3683 4039 3887  -38
State Athletic Commission ... .- 126 - 133 138 1,054 1,122 1149 24
Board of Barber Examiners” .. 125 129 129 876 1,041 987 -52
Cemetery Board .............. 46 44 44 32 47 3N 69
Bureau of Collection and Inves-

tigative Services:

Collection Agencies. ............ 124 169 19.1 910 1,382 1,556 126
Private Investigators........... 50.7 594 66.5 5,769 : 6,647 7055 6.1
Board of Cosmetology”........ 436 436 487 3,962 4411 4686 62
Board of Dental Examiners®... 346 . 430 - 453 314 3967 4144 45
Board of Dental Examiners— :

Dental Auxiliary®........... 84 85 94 748 902 964 69
Bureau of Electronic and Appli- . :

ance Repair :............... 142 136: 136 1,245 1,312 1,258 -4]-
Board of Funeral Directors and

Embalmers®................ 11 82 87 542 - - 62 785 266
Board of Registration for Geolo- _—

gists & Geophysicists ... 46 39 39 261 B 401 44
‘State Board of Guide Dogs for ‘ T

the Blind. oo...oooenl L 0.6 0.5 05 61 51 43 15T
Bureau of Home Furnishings s - -

and Thermal Insulation® ..., 325 370 36.5 2,180 2,686 2,691 - 02
Board of Landscape Architects . 38 35 44 301 511 680~ 33l
‘Dispensing Opticians.......... 08 1.0 10 44 195 188 =36
Acupuncturists ................ 40 6.1 74 527 1018 71 =302
Hearing Aid Dispensers........ 3.3 33 35 355 . 44 440 38

_-Physical Therapy .............. 34 49 5.3 470 T4 815 95

. Physicians Assistant............ . 34 40 49 4l 494 572 158

“Podiatry ...l 39 52 56 810 89~ 919 70
Psychology RO A | 81 84 .+ 1311 1538 1,592 35

. Respiratory Care .............. - 59 67 73 iy 899 . 935 40
Speech Pathology & Audiology . : , ) .

Examining Committee ...... 29 31 3L 50 306 R1) [ ]

"Board of Examiners of Nursing )

‘Home Administrators ..-... o430 447 44 T34 420 414 - <14
Board of Optometry ........... 47, 53 6.0 - 538 629 811 29
Board of Pharmacy ............ 336 330 .- 330 2,884 3315 3,368 02
Board of Registration for Pro-

‘fessional Engineets and Land ]

SUTVEYOTS ... \vvuernrnnnss 449 469 - 487 - 4519 469 4,602 -20

" 164 764 8344 - 992 6.6
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Table 2—Continued :

Department of Consumer Affairs
Boards, Bureaus, and Committees
Recommend Approval as Budgeted

991-92
(dollars in thousands)
Personnel-Years Expenditures*
Percent
Change
Actual Est.  Prop.  Actual Est  Prop.  From
Item Number Description 1989-90 1990-91 1991-92 1989-%0 - 1990-91 1991-92 199091
1520-072-771  Certified Shorthand Reporters
Board.................eel 42 47 52 796 674 718 65
1530-074-775 - ‘Structural Pest Control Board .. 271 268 268 2311 2815 2,559 -91
1540-076-406  Tax Preparers Program ........ 59 5.1 72 838 973 1,261 296
Board of Examiners in Veteri-
nary Medicine:
1560-078-777  Veterinarians.................. 6.1 46 6.1 906 754 870 154
1570-080-118  ‘Animal Health Technicians. .. .. L7 14 14 100 117 118 09
Board of Vocational Nurse and )
Psychiatric Technician: : .
1590-082-779  Vocational Nurse .............. 213 36.7 34.0 2,906 3,538 3,065 ~134
1600-084-780  Psychiatric Technician......... 32 50 5.5 568 895 953 6.5

“The expenditure amounts include reimbursements.
" The bureau and the boards face potential fund balance problems in 1991-92.

Potential Fund Deficiencies

We recommend that specified boards and bureaus report to the fiscal
committees of the Legislature and the Joint Legislative Budget Com-
mittee by April 1, 1991 on the steps they are taking to ensure sufficient
reserves in their respective funds. We further recommend that the
Legislature adopt Budget Bill language prohibiting the Board of
Registered Nursing from running a deficit in 1991-92 (Item 1510-070-
761).

Generally, special funds that derive revenues from licensing activities
should maintain a prudent reserve sufficient to cover any contingencies
and unanticipated reductions in revenue collections. As a general rule, an
amount equal to about three months’ operating expenses (or about 25
percent of annual expenditures) should be maintained. In addition,
current law requires that the Medical Board of California maintain a
reserve equal to four months, or 33 percent, of its annual expenditures.

Our analysis. indicates that some of the special funds established for the
various boards and bureaus are likely to have fund balances during
1991-92 that fail to meet these standards.

Table 3 shows the fund conditions for those boards and bureaus that do
not appear to have adequate reserves. As a result, these agencies may run
into cash flow problems during the budget year, and they should
determine what steps should be taken to avoid the potential of such
problems. Accordingly, we recommend that they report to the fiscal
committees of the Legislature and the Joint Legislative Budget Commit-
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tee by April 1, 1991 on steps they are taking to assure that the balances in
their funds will be sufficient to meet their cash flow needs during 1991-92,

Table 3

Department of Consumer Affairs
Boards and Bureau with Fund Deficiencies or Potential Fund Deficiencies
in 199192 .
(doliars in thousands)

1991-92 Fund
Balance as
Proposed  a Percent of
Fund Balance Expenditures - 1991-92

Item Number Board/Bureau/Committee 1990-91 1991-92 1991-92“.  Expenditures
1150-008-421 Automotive Repair................. $9,571 $6,567 $78,503 > 84%
1160-010-713 Barber.........c.cooevviviieiiennne. 100 174 986 176
1240-022-738 Cosmetology .........ovvvvereennnn. 770 575 - 4,665 123
1260-024-741 Dental............... 370 522 4,081 12.8
1270-026-380 Dental Auxiliaries - 57 21 960 22
1330-036-750 Funeral Directors and Embalm-

ers....... O TP 232 46 779 5.9
1360-042-752 Home Furnishings and Thermal

Insulation...........ccoovviveeinnn, 1,150 201 2,607 77
1390-046-758 Medical Board of California....... 5,955 2,522 22,781 11.1
1450-058-310 "Psychology ........0......coocieie 321 165 1,554 10.6 -

1510-070-761 - Registered Nursing ................ 1,941 —1,065 10,050 —_

* Expenditures are net of reimbursements.
" Includes $7.9 million proposed for vehicle inspection program in Air Resources Board.

Deficit Projected for Board of Registered Nursing. Table 3 also shows
that a deficit is projected for the Board of Registered Nursing Fund as of
June 30, 1992. The board indicates that it will be seeking regulations to
raise licensing fees in order to avoid a deficit. Pending adoption of
regulations to increase revenues, we believe that it is prudent that
expenditures by this board not be at a rate that would result in a fund
deficit. In order to ensure that this occurs, we recommend that the
Legislature adopt the following Budget Bill language for the Board of
Registered Nursing (Item 1510-070-761):

Provided that the board shall not expend at a rate which will result in a
deficit in the 1991-92 fiscal year, unless and until appropriate regulations for
additional revenues to the fund are enacted to avoid the deficit.

BUREAU OF AUTOMOTIVE REPAIR

Number of Smog Check Stations Overstated

We recommend a reduction of $4.8 million to the Vehicle Inspection
and Repair Fund because the bureau’s workload in the Smog Check
program will be lower than projected (Item 1150-008-421).

The Bureau of Automotive Repair (BAR) administers the Smog Check
program established by Ch 892/82 (SB 33, Presley) and subsequently
amended by Ch 1544/88 (SB 1997, Presley). As part of the program, the
bureau licenses smog check stations and performs various regulatory
activities, including complaint handling and quarterly inspections of
stations. Currently, 15 areas participate in the program, including. the
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South Coast Air Basin (Los Angeles and adjacent counties); San Francisco
bay area, San Diego, Sacramento, Ventura, Fresno, Kern, San Joaquin,
Tulare, Merced, Stanislaus, Santa Barbara, San Luis Obispo, Placer, and
Monterey. These areas cover the entire or a portion of an air quality
management district, which may include one or more counties. As areas’
air quality standards deteriorate and are no longer in compliance with
the federal requirements, more areas will choose to implement the Smog
Check: program.

For the current year, the bureau is authorized $27.9 million to conduct
station licensing, inspection, and enforcement activities and to support
administrative overhead expenses.

The BAR Projects an Increase in Smog Check Stations in New Areas.
Recently, five additional areas — Yolo, Solano, Butte, Glenn, and San
Bernardino — have requested the BAR to implemenf .the Smog Check
program in the second half of 1990-91. The BAR anticipates that
expanding the program into these areas will increase the number of
licensed stations under the program by 300, to about 10,400 in 1990-91.

Bureau’s Projections are Overstated. Our analysis indicates that the
bureau’s projection of 10,400 stations in 1990-91 is too high. Table 4 shows
the number of licensed stations projected by the BAR, compared to the
actual number of licensed stations in 1989-90 and our estimates for 1990-91

through 1991-92..In 1989-90, the bureau projected 9,600 licensed stations.
As the table shows, the actual number of hcensed stations in 1989-90 was
7,800 — 1 ;800 less than projected.

Table 4

Bureau of Automotive Repair
Smog Check Program
Licensed Smog Check Stations
1989-90 through 1991-82

- . Est - Prop.
Licensed Stations 1989-90 1990-91 1991-92
BAR projection...........0.c..ooieiniiin i 9,600 10,400 < 10,400
LAO projection..........iveveviiiicriineiiinnennens 7.800* 8,100° -~ 8,100
Difference.......cooovviiiiir s 1,800 2,300 2,300

“This is the average number of licensed stations in 1989-90, based on the -actual number of licensed
stations per month, which ranged from 8,200 in July 1989 to 7,300 in June 1990.

Y Based on 7,600 actual licensed stations (as of January 1991), 300 additional stations projected by the
bureau for expansion of the program into five new areas, and 200 additional stations projected for the
Monterey Air Quality District, which started implementing the program in January 1991.

For the current year, the actual number of licensed stations ranged
from 7,300 in July 1990 to 7,600 in January 1991. Thus, even with an
increase of 500 stations to-account for the program’s expansions into five
new areas, and for the continued implementation of the program in the
Monterey Air Quality District which began in January 1991, we estimate
that the total number of stations will be 8,100 — or: 2,300 less than the
bureau’s projection. Similarly, we estimate that the number of smog
check stations in 1991-92 would be about 8,100 rather than. 10,400.
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As a result of the fewer number of stations in’ the program; expendi-
tures will be less than the $28 million requested by:the budget. Based on
data from the bureau, which indicates that the average program cost per
station is about $2,100, we estimate that, with 2,300 fewer stations to
license and mspect the bureau’s ‘costs ‘would be lower by $4.8 million
annually. Accordingly, we recommend a reduchon of $4.8 mllhon to the
BAR s budget request.

“BOARD OF BARBER EXAMINERS AND BOARD OF COSME'I'OI.OGY

Consolldchon of the Barber and Cosmetology Boards

] Chapter 1672; Statutes of 1990 (AB 3008, Eastin), consohdates the Board
of Barber Examiners and the Board of Cosmetology into a newly created
Board of Barbering and Cosmetology, effective July 1, 1992, Currently,
the Board of Barber Examiners licenses and regulates barbers and related
entities such as barber shops, and the Board of Cosmetology licenses and
regulates cosmetologists, cosmetology shops, and related fields such as
manicurists. Under Chapter 1672, the various professions will continue to
be licensed and regulated as. dlfferent licensee categories. However,
shops will be licensed as one category.

In order to facilitate the transition to consolidation of the two boards,
the budget requests.$70,000 for one position in the Division of Adminis-
tration to (1) prepare a consolidation implementation plan and (2) to
hold public hearings and dévelop the reégulations for adoption by the
newly created board prior to July 1, 1992. The request is warranted, and
we recommend approval.

'-BOARD OF BEHAVIORAL SCIENCE EXAMINERS

Fundmg for Fmgerprmt Services is Premature’

- We recommend a reduction of $470,000 in reimbursements to the
Board of Behavioral Science Examiners because a fingerprint check
program. wzll not be zmplemented in the: budget year (Item 1170-012-
773).

The Board of Behav1oral Smence Exammers hcenses and regulates
marriage, family and child counselors; clinical social workers, and educa-
tional psychologists. For 1991-92, the board requests an augmentation:of
$120,000 for two positions to develop and administer a fingerprint check
program for license apphcants In addition, the board is requesting
$470,000 for fingerprint services. This amount w1]l be fully relmbursed by
fees charged to applicants. ~

**Our -analysis indicates that the board will take about one year to
develop procedures and adopt regulations to implement the fingerprint
check program. The board concurs with:this assessment: Consequently,
expenditure authority for the $470,000 for fingerprint services will not be
needed. until '1992-93.  Accordingly, we ‘recommend  a reduction of
$470,000: for relmbursed ﬁngerprmt services because the request is
premature. : s o /

6—81518
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. CONTRACTORS STATE LICENSE BOARD *

Board Continues to Reduce Complaint Backlog

The Contractors State License Board is contmﬁmg to reduce” zts
complaint backlog with additional investigative staff.

Due to an accumulation of unresolved complaint cases, the Legislature
provided an increase of $1.7 million in the 1989 Budget "Act for 24
investigators in the Contractors State License Board (CSLB) to address
the backlog of complaints filed against its licensees. The staff increase
brought the CSLB total investigators to its current 108 positions. ‘-

Table 5 shows the board’s complaint backlog over a five-year penod As
the table shows, the board has been able to resolve more complaints than
received during each year. At the current staff level, the board antici-
pates reducing the number of complaints pending - to 5 300 by the end of
1990-91 and 4, 400 complamts by the end of 1991-92

Table 5

Contractors State Llcenee Board
Complamts ‘Pending at Year End
1987-88 through 1991 92 ‘

" Est, Prop.

Complaints = T i 1987-88 . 1988-89.. 198990  1990-91  :1991-92
Received....i:c............ it 27,800, 28,300 28300 - 28,900-. - 29,500
Closed ..ovvvvivieeiiis e ererons 30,200 31,700 29,300 . . 31,400 31,400
Pendmg at Year End*.............. ,.' ..... L. 10200 7,000 6800 5300 4,400

“Includes cases that were reopened durmg the year. -

MEDICAL BOARD OF CALIFORNIA

The Medical Board of California (MBC) investigates complaints against
physicians and surgeons and various health practitioners, such as-podia-
trists, psychologists, and hearing  aid dlspensers The board’s central
complalnt and investigation control unit receives all complaints, catego-
tizes complaints according to whether they involve potential patient
harm, and gathers needed documents (for example, medical records)
related to the complaints. The unit also contracts with medical consult-
ants-to review all complaints-involving potential patient harm. Certain
complaints, ‘mainly those involving potential patient harm, are then
referred to the field offices for investigation. The central control unit also
performs a quality reV1ew of selected 1nvest1gat10ns completed by the
field. ofﬁces o , :

Progress in Reducing Unussugned Inveshgchve Cases L
. The Medical Board of California has reduced its backlog of unas-
signed investigative cases as of December 1990,

.The Legislature increased the board’s enforcement program in 1989-90
by $2.4 million in order to support 18 additional investigators and 10 other
enforcement staff, so-that the board could address a backlog-of 789
complaints that had not been assigned for investigation at the end of 1988.
However, as we indicated in last year’s Analysis, the number of
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unassigned cases actually increased by December 1989 due, primarily, to
a delay in bringing the additional staff on board.

During 1990, our review indicates that the board has been able to assign
more cases for investigation. By December 1990, unassigned cases had
decreased to 205 cases. Chart 1 compares the length of time cases had
remained unassigned as of December 1989 and December 1990. In
particular, the number of cases that have been unassigned for over a year
has dropped significantly, to less than 40 cases.

Chart 1
Medical Board Of California

Significantly Fewer Cases =~
Remain Unassigned For Investigation
December 1989 and December 1990

Number of complaints
unassigned

300

Unassigned cases as of 12/89
- Unassigned cases as of 12/90

250
200
150
100

50

Length of time
cases remain
unassigned

Upto3 3to6 6to9 9t0 12 Over 1
months months menths months year

According to the board, it has been able to assign cases for investigation
more promptly by better screening and closing cases they believed did
not warrant an investigation, filling and training the additional investi-
gative positions, and relieving experienced investigators of their field
training duties with the new investigators.

Chapter 1597 Requires Expeditious Investigations of Complaints

We recommend that the Medical Board of California report to the
fiscal committees and the Joint Legislative Budget Committee by April
15, 1991 on the projected increase in complaint workload for 1991-92,
the board’s assessment of staffing needs to address the workload, and
alternative methods of handling investigations expeditiously.

Chapter 1597, Statutes of 1990 (SB 2375, Presley), significantly modifies
the MBC’s responsibilities for handling complaints against its licensees.
Specifically, Chapter 1597 requires the board to set a goal of six months,
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on the average, to complete investigations from the date complaints are
received, with complex cases taking no more than one year to investigate.
Chapter 1597 requires the board to meet this goal by January 1, 1992.

Most Complaint Cases Currently are More than Six Months Old.
Currently, the board has approximately 3,800 unresolved complaint cases.
Over half of these cases are more than six months old, including about 900
cases that are over one year old. Consequently, for most of the existing
cases, the Chapter 1597 goal — investigations completed within six
months — is not attainable.

In order to meet the six-month goal for new incoming complaints, as
well as to resolve the existing cases during 1991, the board is requesting
an increase in 1991-92 of $1.6 million to add 12.5 enforcement positions,
and to establish as permanent, 10 limited-term enforcement positions
that are due to expire at the end of the current year. The increase will
provide the MBC with a total of 138 enforcement and investigative staff.

Additional Staff May Not be Sufficient. Our review shows that, even
with the additional staff, there is no assurance that the MBC will be able
to resolve existing complaints and begin to meet the Chapter 1597 goal
for two reasons. First, the proposed staffing level assumes that complaint
workload will increase at a rate the board has experienced in the past.
However, complaint and investigative workload could exceed past
experience, due to the recent installation of a toll-free telephone line,
which provides greater access to consumers.

Second, the board may not be able to fill its investigator positions and
retain existing investigative staff. According to the board, this is because
its investigators are in a classification with a lower salary range than
investigators for other state agencies, such as the Attorney General’s
Office. The board is currently seeking approval from the Department of
Personnel Administration to increase the salary levels for its investigators
in order to better compete with other agencies. Unless the board is able
to hire investigators and retain them, it will not be able to investigate
cases expeditiously.

In order that the Legislature can be kept informed of the board’s
efforts in meeting the Chapter 1597 goal, we recommend that the board
report to the fiscal committees by April 15, 1991 on the board’s updated
projection of complaint workload in 1991-92, its assessment of staffing
needs to address that workload, and alternative methods, such as
contracting with the Division of Investigation for services, in order to
handle investigations expeditiously in the event the board experiences
investigative staff recruitment or retention problems and workload
increases. '

Medical Record Collection Delays Complaint Screening Process
We recommend the enactment of legislation authorizing the board to
take disciplinary action against a physician who fails to provide
medical records within a reasonable period determined by the board.
About 2,000 of the MBC’s current 3,800 pending complaints are being
screened in the central control unit. (The other complaints have been
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assigned to investigation.) Most of these cases are ‘complaints against
physicians with a potential for patient harm, and about 850 of them have
been in the screening process for more than four months.

Medical Records Take Long Time to Collect. According to the board,
it is not unusual to take four to six months to screen complaints. This is

. because it often takes a long time to collect: medical records from

physicians. For instance, based on data from the board, physicians take
from over a month to four months to submit requested records in 40
percent of the cases. While the board can adopt regulations to require
prompt submission of medical records, the board cannot induce physi-
cians to promptly comply with the requirement. This is because the
board currently does not have the authority to take disciplinary actions
against physicians who do not comply with its request within a certain
time frame. ) »

Because it is essential that the board be able to collect necessary
medical records in a timely manner given the potential for patient harm,
it should be given the authority to take disciplinary action against a
licensee or assess a fine if medical records are not received within a
reasonable period, as determined by the board. Providing the board with
this authority has the advantage of creating an incentive for physicians to
respond promptly. Accordingly, we recommend the enactment of legis-
lation authorizing the board to take disciplinary action against a physician
who fails to provide medical records, upon written request and appro-
priate authorization, within a reasonable period determined by the
board.

Attorney General Services Are Overbudgeted

We recommend a reduction of $282,000 from the Contingent Fund of
the Medical Board of California and the various special funds of the
allied health commitiees because expenditures for Attorney General
services are overbudgeted (Item 1390-046-758).

Chapter 1597 also establishes a Health Quality Enforcement Section
(HQES) within the Department of Justice (DQJ), to prosecute cases
against licensees of the MBC and allied health committees. The HQES
also will provide consultation services to the board, including reviewing
complaints and investigative cases, and developing procedures for com-
plaint handling and investigative processes. According to the DQJ, the
HQES would consist of clerical support and five attorneys. The HQES
will be supported through charges to the MBC and allied health
committees.

The budget requests a total of $855,000 from the Contingent Fund of
the Medical Board of California and the various special funds of the allied
health committees to reimburse the DOJ. The request includes (1)
$714,000 to support the HQES and (2) $141,000 for other Attorney
General services to be provided to the MBC'’s central complamt and
investigative control unit.

Our analysis indicates that the requested amount is overbudgeted for
two reasons. First, the DOQOJ is estimating a lower amount of $573,000
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(instead of $714,000) for support of the HQES in 1991-92. Second, the
MBC has double-budgeted for attorney services to the central complaint
and investigative control unit. This is because the DOJ advises that it will
not be providing services to the MBC’s central unit, other than those
provided through the HQES. Consequently, the MBC will not need the-
additional $141,000 for other DOJ services.

Accordingly, we recommend a reduction of $282,000 from the Contin-
gent Fund of the Medical Board of California and the various special
funds of the allied health committees to correct for the overbudgeted
amount.

DEPARTMENT OF FAIR EMPLOYMENT AND HOUSING
Item 1700 from the General

Fund Budget p. SCS 88
Requested 1991-92..........cccoemmirereemniinesecssssesssescscsmssessssessssens $13,793,000
Estimated 1990-O1 ........ccccoviiiivnniriviereneisernssssrsessossororsssesssssnsssnns 14,809,000
ACtUal 1989-90 .....coovieeriiriiinirirrcrcreserresseestessessesssessassssssasnes 13,355,000

Requested decrease $1,016,000 (—6.9 percent)

Total recommended reductlon None

1991-92 FUNDING BY ITEM AND SOURCE

Item~~Description , Fund Amount
1700-001-001—Support General $11,714,000
1700-001-890—Support : Federal Trust 2,066,000
Reimbursements - 13,000

Total $13,793,000

GENERAL PROGRAM STATEMENT .

The Department of Fair Employment and Housing (DFEH) enforces
laws that promote equal opportunity in housing, employment, and public
accommodations. These laws prohibit discrimination on the basis of race,
religion, creed, color, national origin, ancestry, sex, marital status, phys-
ical handicap, medical condition, and age.

The department consists of two divisions:

o The Enforcement Division is responsible for investigating and
enforcing the state’s anti-discrimination statutes relatlng to employ-
ment, housing, and public accommodations.

o The Administrative Services Division provides admlmstratlve sup-
port to the department, including accounting, budget, personnel,
contract compliance, and legal services. This division is also respon-
sible for the development of policy, educational programs, and
legislative affairs.

The department has 250.3 personnel-years in the current year. -
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ANAI.YSIS :AND RECOMMENDATIONS -
We recommend approval.

The budget proposes total expenditures of $13.8 mllhon to support
DFEH in 1991-92. This is a net decrease of $1 million, or 6.9 percent,
below estimated current-year expenditures. The decrease is primarily
“dize to'reductions of: (1) $565,000 in federal funds for 1mplementat10n of
‘the Immigration Reform and Control Act (IRCA) and (2) $450,000in the
reimbursement from the Los Angeles County Transportation Commis-
sion (LACTC). The LACTC contracted with DFEH for $450, 000 in the
‘current year to provide nondiscrimination training to ‘LACTC contrac-
‘tors. The department indicates that it plans to-renew the contract with
the LACTC for the budget year. Consequently,-the -Department ~of
Finance indicates that, once a new contract is negotiated, it will request
an amendment to the Budget Bill to increase the department’s reim-
bursement authority by the amount of the contract.

The Governor’s Budget includés an unallocated trigger-related reduc-
tion of $305,000 in funding for the department. This reduction is included
in the proposed budget for the department, in lieu of the reduction that
would .otherwise be made pursuant to Ch 458/ 90 (AB 2348, . Willie
Brown). o

S © Table1 7
"+ Department of Fair Employment and Housing
Budget Summary
1989-90 through 1991-92 .
{dollars in thousands)

g

‘ Expenditures "
Personnel-Years e “ 7 Percent
: Esti- — Pro- :Esti- . Pro- " Change
S, -, .. Actual- mated ~ posed = Actual -mated - posed . From.
Program } L 1989-90 1990-91  1991-92.  1989-90 1990-91 1991-92. 1990-91
'Enforcement and Admmxstrahve - o ' o
Services ....... U L2283 250.3 2348 $13,355 - -$14,809 © $14,098 < —4.8%
Unallocated trigger-related re- . s Tt BRI S RS
ductlon...........: ......... peee = Tt T : el —_ =305 - —
, TotalS....ovesieeiiiivea 9283 2503 2348  $13355 $14809 $13793 . —69%
Funding Sources e ., o R
General Fund............................00..ee.. e e $1L182  BILTIS  $I1LTM —
State Legalization Impact Assistance Fund. ... 00000 R 565 . = . —=1000%
Federal Trust Fund ..............c..covviieiiiiiiiiiiiininnns, 1,920 2066 2066

Reimbursements.................ccoiviiienieniieiiiiinn, i L 058 463 13 =972
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Item 1705 from the General _ oo T
Fund ST . (R Budgetp SCS90

-.-Requested 1991-92 .......... st AR AR s s " $827,000
Estimated 1990- 91 ........ embonssssinnenashanaasends sopuseanssessasosspsesnineasii L ~ 822,000
Actual 1989:90......... renssifosesssarerssibesampaeisorsonnssrsssersren - ‘ 775000
Requested 1ncrease $5 000 (+06 percent) B T
Total recommended reductlon..,....:..,..,........,...._....J;..'..:..;,.........;'5::...,‘, . i_vj,None
1991-92 FUNDING BY ITEM AND SOURCE R
iItem—Desecription - . <7 Fund't . 0% Amount
.1705-001-001—Support - .. . = . .- . “iowo General . v voav o $827,000

Total o y S B A SO ++$827,000 ..

?GENERAI. PROGRAM STATEMENT

The Fair Employment and Housmg Commxssmn (FEHC) estabhshes
‘overall policies for implementing the state’s anti“discrimination ‘statutes.
State law prohibits discrimination in employment, housing, and public
accommodations on the basis of race, religion, creed, color, national
origin, ancestry, sex, marital. status physrcal handicap, medical condition,
and age.

The commission is composed of seven members appointed by the
Governor to four-year terms. The FEHC’s primary responsibility is to
hear formal accusations issued by the Department of Fair Employment
and Housing against a party allegéd to have committed unlawful
discrimination, and to issue decisions in these cases. The FEHC also: (1)
assists the Attorney General when comrmnission decisions are appealed to
the superior and appellate courts, (2) conducts fact-findlng hearings on
selected matters involving illegal discriminatory activity, (3): promulgates
regulations .and standards to implement the state’s anti-discrimination

statutes, and (4) prepares and submits legal briefs in cases mvolvmg
issues related to the commission’s jurisdiction.

The comrmssron ‘has 10.5 personnel-years in the current year.

ANAI.YSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes an approprlatmn of $827 000 from the General
Fund to support the FEHC in 1991-92. This is a net increase of $5,000, or
0.6 percent, above estimated current-year expenditures. The increase
reflects an increase of $21,000 for salaries and wages, partially offset by an
unallocated trigger-related reduction of $10,000 and a decrease of $6,000
for operating expenses and equipment.
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OFFICE OF THE STATE FIRE MARSHAL
Item 1710 from the General

Fund and various funds . . . Tyl o Bugget p. SCS 91
Requiested 1991-92 $16,043,000
Estimated 1990le : - » ... 14,358,000
Actual 1989:90 .........ccoovivvriumrerenrerene Certseseneeetasa et asaeer s aeeieneas . _ 1_2 234,000

Requested increase $1,685,000 (4-12 percent) L
Total recommended TEAUCHON.....vvrvvereese s ssssssnss -~ 1,761,000
1991-92 FUNDING BY |TEM AND SOURCE y e ,
Item—Descnptlon T " Fund ., Amount
1710-001-001—Support General S 84,695,000
1710—001‘19848u'ppoirt7 S e oo " California Fire and. Arson , o 1,442,000

: R Training = ;
1710-001 199—Support, e ' California Fireworks Licensing 285,000.
1710-001 209—Support B o Hazardous quuld Plpelme 1,508,000 |
Co UL Safety b S :
1710-001-890—Support Federal Trust ST 99,000 -
Reimbursements - o= 8,084,000
Total T $16,043,000
o ; " Analysis
SUMMARY OF MAJOR FINDINGS. AND RECOMMENDATIONS page

L Construction inspection and plan review services for the 129
__University of California and California State University
'systems. Reduce reimbursements by $1,586,000. Recom-
mend reduction because ‘the réquest for 18 additional
personnel-years (PYs) is based on workload projections that
have not been justified. Budget-year workload may decrease
given the defeat of bond measure in the November 1990
~election. it L
2. Plan’ review for the Office of Statewzde Health Plannmg‘ 130
" and Development.” Reduce reimbursements by 3175000, ' .
Recommend reduction because the request for 2 additional ...
. PYs is based on mcreased pro;ect workload whlch has not
.. been substantiated. - :
3. Delay in Plan Remews The Ofﬁce of the State Fire Marshal 130
.~-should investigdte reasons: for excessive ‘delays in processing ;
-current workload. Recommend that the OSFM report to the
Legislature, at the time of budget hearings; on the OSFM’s -
role in implementing Ch 1650/90 (AB 2565, Eastin) and
v 1dent1fy steps necessary: to unprove the OSFM s overall plan RS
i review;process. - . - , !

GENERAL PROGRAM STATEMENT

The Office of the State’ Fire. Mershal (OSFM) is responS1ble for
protectmg life and property from.fire. Specifically, it is responsible for:
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+ Developing, maintaining, and enforcing fire and life safety standards
for all state-owned/-occupied structures, all educational and institu-
tional facilities, organlzed camps, and all bulldmgs over 75 feet in
- height. .. o

. Developmg, mamtammg, and enforcmg controls for portable ﬁre
extinguishers, automatic fire extmgulshmg systems, explosives, fire-
- works, decorative materials, fabrics, wearing apparel and hazardous
liquid pipelines.

o Training and certifying fire service personnel for fire ﬁghtmg, flre
‘prevention, and arson investigation.

The office has 188.7 PYs in the current year.

OVERVIEW OF THE BUDGET REQUEST AND THE FlVE-YEAR CAPITAI.
OUTLAY PLAN

The budget requests $16 mllhon for support of the OSFM in 1991-92
This is an increase of $1.7 million, or 12 percent, above estimated
current-year expendltures ‘Table 1 represents a summary of departmen-
tal expenditures by program and funding source for the three- year perlod
ending June 30, 1992. , y

Table 1
Office of the State Fire Marshal .
Budget Summary
1989-90 through 199192
" (dollars in thousands)

‘ " Expenditures
Personnel-Years - S B Percent
“Pro- . ¢ . - -« Pro- - Change
. . ) Actual Est posed Actual . Est. .; posed . From
Program 1959-90 1990-.91 1991-92 '1989-90. 1990-91 ) 1991 92 1990-91
Public Fire Safety ................. 1648 1887 ' 2156 $1324 $M438 G160 . 19%
Funding Sources B : '
General Fund'..............cc..iciiiiiiiiniiiiioninnn.. T S 4599 . 4889 4625 (5 4)
California Fire and Arson Trammg Fund .. 1281 1,450 1,442
California Fireworks Licensing Fund......... Lo M6 288 . 285 ( 1)
Hazardous Liquid Pipeline Safety Fund............... i . LT L7966 1508 (16)
Natural Disaster Reimbursements: Loma Pneta. RO PP T 78 — = M=
Federal Trust Fund'."................0..0. L0 e 07 9" 99—
Reimbursements....... T R TR R R Feriinien 48% 583 .- 8084 :39

The Governor’s Budget includes an unallocated tngger-related reduc-
tion of $73,000 in funding for the OSFM. This reduction is included in the
proposed budget for the OSFM. in-lieu of . the. reduction that would
otherwise be made pursuant to Ch 458/90: (AB 2348, Willie: Brown).
Slgmﬁcant adjustments to the: budget Wthh are not d1scussed elsewhere
in the analysis are as- follows: |

o An increase of $217,000 and 3.7 PYs to perform mcreased adrmms-

trative support duties in the Fiscal Services and Management
Information Services Divisions. o « .
¢ An increase of $94,000 and 0.9 PYs to extend a limited-term position
for inspection of pipeline construction.: This will extend the limited-
term position established July 1, 1988 through June 30, 1993. ‘
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o Anincrease of $159,000 and 1.9 PYs to allow for implementation of Ch
858/90 (AB 357, Eaves), which requires that the OSFM respond to all
fires, explosions, and ruptures involving a liquid pipeline or refining
facility.

e An increase of $98000 in reimbursements and 1 PY for plan-check
services for school construction projects performed through the OSA.

¢ An increase in spending authority of $298,000 in reimbursements to
cover increased workload associated with the operation of the
California Fire Academy classes at Asilomar.

ANALYSIS AND RECOMMENDATIONS

Staffing for Increased UC and CSU Workload Not Justified

We recommend a reduction of $1,586,000 (reimbursements) and 18
personnel-years for plan review and construction inspections of new
projects at the University of California (UC) and California State
University (CSU) because the workload projections have not been
substantiated.

The budget contains a combined $1,586,000 (reimbursements) and 18
PYs for the OSFM to increase plan reviews and construction inspections
for new UC and CSU capital outlay projects. Under existing law, the
OSFM conducts plan reviews of new projects, as well as inspections of
existing state buildings.

The current request for 10 additional PYs for UC and 8 additional PYs
for CSU is based on respective five-year plans that, in part, assumed the
future passage of several higher education bond measures—one of which
the voters defeated in the November 1990 general election. According to
the OSFM, those plans included new construction projects over the next
five years totaling $1.5 billion for UC and $1.4 billion for CSU. Had the
November bond measure passed, and if subsequent bond measures were
approved, these plans could have been implemented, resulting in new
construction projects averaging $300 million and $280 million annually for
UC and CSU, respectively. This level of funded projects would have
represented workload consistent with annual levels. approved since
1986-87. Instead, the 1991-92 budget proposes $131 million in new
construction for UC and roughly the same amount for CSU, and
represents an actual decrease in volume compared to recent years for
both segments. This suggests that no augmentation of the OSFM plan
review and construction inspection staff for new UC and CSU projects is
warranted at the present time. :

It should be noted that the UC and CSU capital improvement programs
may increase in the future with funding from future bond measures or
other financing methods. It is clear, however, that significant increases in
new construction projects will not occur until after the 1991-92 budget
year. Should these programs increase in the future, a request for an
increase in the OSFM plan review may warrant legislative consideration.
As discussed below, however, the entire plan review process in the OSFM
needs to be reviewed and modified to improve the process.
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Increase in OSHPD Workload Not Substantiated

We recommend a reduction of $175,000 (reimbursements) and 2
personnel-years for plan reviews of new construction projects per-
Jormed under contract for the Office of Statewide Health Planning and
Development (OSHPD) because neither the OSFM nor the OSHPD has
substantiated the increased workload projections.

The budget contains $175,000 (reimbursements) and 2 PYs for the
OSFM to increase its contractual plan review support of OSHPD-related
construction projects. According to the State Fire Marshal’s staff, the
OSHPD has estimated that it will receive a minimum of $1.5 billion
dollars in construction projects for the 1991-92 budget year. In response to
our request for information, neither the OSHPD nor the OSFM had
provided data to substantiate this assumption at the time this analysis was
prepared. In addition, no data has been made available that compares this
estimate to current project levels. We therefore have no basis to conclude
that an increase in plan review personnel is necessary at this time.

Delays in Initial Plan Review Turn-around Warrant Attention

We recommend that the OSFM report to the Legislature, at the time
of budget hearings, on its role in implementing Ch 1650/90 (AB 2565,
Eastin) and identify steps necessary to improve the OSFM’s overall
plan review process.

The OSFM is required to review plans for all new state-owned
buildings, as well as for all health care facilities in the state to verify
compliance with fire and life safety codes. These services are currently
provided directly through the OSFM for UC, CSU, and OSHPD projects,
and through the OSFM staff at three Office of the State Architect
(OSA) . offices for school projects (K-12 and California Community
Colleges).

Although projects vary in size and complexity, there is at present no
standard timeframe against which reviews are performed. According to
the OSFM, projects for the UC presently have a 32-day on-shelf waiting
time prior to initial review, while projects for the CSU lie idle for 54 days.
Furthermore, the OSFM has notified campuses of the California Com-
munity Colleges to expect a six-month turn-around for completion of the
plan reviews. The reason for delays in the OSFM plan reviews is not
altogether known. Possible causes include incomplete submittals, under-
staffing of plan review functions, poor management of the plan review
process, and a lack of coordination across the various agencies performing
plan reviews. Delays in delivering completed plan reviews have caused
postponement of projects, reversions of construction funds, and increased
project costs to the affected agencies and to the state.

Chapter 1650, Statutes of 1990 (AB 2565, Eastin), requires that the OSA,
in conjunction with the OSFM and the OSHPD, prepare a plan to
improve the allocation of state agencies’ resources in order to meet the
state’s responsibilities for review and approval of school and hospital
design and construction. This plan is to-be completed by July 1, 1991.
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We recommend that, at the time of budget hearings, the OSFM report
to the Legislature on the role that the OSFM will have in implementing
the OSA’s plan. Furthermore, because the OSFM performs plan review
services for projects beyond schools and hospitals, we recommend that
the OSFM’s report to the Legislature include a proposal to improve
performance of its overall plan review process. Finally, in our analysis of
the OSA budget (Item 1760), we have recommended increasing the
OSA’s spending authority under the K-14 plan check function. This
recommendation is an attempt to have the plan-checking requirements
completed in a timely manner. In conjunction with this recommendation,
the OSFM should confer with the OSA and report to the Legislature as to
the impact our recommendation will have on the OSA interagency
agreement with the OSFM for the K-14 plan-checking requirement.

FRANCHISE TAX BOARD

Item 1730 from the General : -
Fund : ; : Budget p. SCS 96

Requested 1991-92........oiinerneniiniensiessessnsesseressesssssssssssssns $218,427,000

Estimated 1990-91 ...t ereereenreres st sreseanes 214,337,000

ACtUal 1989-90 ..ottt tenaees 182,490,000
Requested increase $4,090,000 (+1.9 percent) ’ :

Total recommended increase ........ioooeeevieverriioniinnnin rerevisieeis 2,732,000

Estimated potential revenue gain from recommendations.. 13,800,000

1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund _ Amount
1730-001-001—Support General $213,332,000
8640-001-001—Support General (Political Reform"Act) 1,200,000
1730-001-200—Support Fish and Game Preservation 28,000
1730-001-800—Support .~ U.S. Olympic Committee 21,000
1730-001-803—Support State Children’s Trust Fund 25,000
1730-001-823—Support California Alzheimer’s Disease 32,000
and Related Disorders
Research
1730-001-905—Support . California Election Campaign 18,000
1730-001-983—Support California Seniors - 20,000
Statutory Appropriation—Support Delinquent Tax Collection 1,208,000
Statutory Appropriation—Support Vietnam Veterans’ Memorial . = 27,000
) . Account
Reimbursements = 2,516,000

Total ) $218,427,000



132 / STATE AND CONSUMER SERVICES Item 1730

FRANCHISE TAX BOARD—Continued

Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page
1. Unallocated Reduction. Increase Item 1730-000-001 by 135
$2,732,000. Recommend augmentation to offset unallocated
reduction because it costs more than it saves.
2. Taxpayer Information System. Recommend that the FTB 137
report at budget hearings on project status and fiscal impli-
cations.

GENERAL PROGRAM STATEMENT

The Franchise Tax Board (FIB) is responsible for administering
California’s Personal Income Tax (PIT), Bank and Corporation (B&C)
tax, Homeowners’ and Renters’ Assistance (HRA) programs, and the
Political Reform Act (PRA) audit program.

The PIT and B&C tax programs administered by the board account for
approximately 56 percent of total General Fund revenues. In 1991-92,
these programs are projected to produce revenues of $25.5 billion,
including $20 billion from the PIT and $5.5 billion from the B&C tax.
Approximately $24.1 billion of these revenues are accounted for by
voluntary self-assessments by taxpayers, while the remaining $1.4 billion
will be raised from assessments issued by the board’s audit, collections
and filing enforcement programs.

The board consists of the Director of Finance, the Chairman of the
State Board of Equalization and the State Controller. An executive officer
is charged with administering the FTB’s day-to-day operations, subject to
supervision and direction from the board. The FTB has 4,206 personnel-
years in the current year.

MAJOR |SSUES‘
Unallocated reduction costs more than it saves.

Taxpayer information project's future uncertain.

OVERVIEW OF THE BUDGET REQUEST

Total expenditures by the FTB are proposed at $218.4 million for the
budget year, which is $4.1 million, or 1.9 percent, more than estimated
current-year expenditures. The Governor’s Budget includes an unallo-
cated trigger-related reduction of $2.7 million in funding for the FTB.
This reduction is included in the proposed budget for the board in lieu of
the reduction that would otherwise be made pursuant to Ch 458/90 (AB
2348, Willie Brown).

The budget request includes funding for 4,205 personnel-years in
1991-92. This is one personnel-year Jess than is estimated for the current
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year. This reduction is generally attributable to the removal of one-time:
costs associated with workload deficiencies in the current year. -

The budget pl‘oposes an appropriation of $213.3 million from the
General Fund, which is an increase of $7.1 million, ‘or 3.4 percent, over
estimated General Fund expenditures for the current year.

During 1991-92, the board also ‘expects to receive $2.5 niillion in:
reimbursements from other agencies; $1.2 million as a transfer from the
PRA (Item 8640), $1.2 million from the Dehnquent Tax Collectlon Fund,
and $171,000 from various special funds. ; :

Table 1 summarizes: the level ‘of' expendlture and personnel-years for
each of FTB’s major programs in the prior, current and budget years.

- Expenditures by ‘Program. As Table 1 shows, the PIT program
accounts for ‘the largest single portion of the board’s budget (71 percent
of the total budget request). Most of the remaining expenditures are’
attributable to the B&C tax ‘program (26 percent). The FTB’s activities
under the PRA and the HRA programs account for a relatively small
amount (2 percent) of its total budget. In addition to the funding for
these mandated programs a portlon of the FTB- budget (1 percent) is

Table 1
Franchise Tax Board
. Program Summary
198990 through 1991-92
(dollars in thousands)

o ey Expenditures
Personnel-Years Percent

_ T Pro- Pro-  Change

“Actual Est posed ~ Actual ~ Est posed  From
Program 1989-9%0 1990-91 “1991-92  1989-90 1990-91 1991-92 1990-91
Personal Income Tax.............. 2,652 - 2 94 2 899 $129 710 $154,162 $157,882 2.4%
Bank & Corporation Tax..v....... 859 - = - 887 894 48013 54327 57,323 55
Homeowners’ and Renters’ e =

Assistance .........00cceeinn 36 39 38 1,806 2,120 2,238 5.6
Political Reform Act............... 18 17 17 1,078 1,176 1,200 2.0
Contract Work .................... 52 46 43 1,883 2,552 2,516 . 14
Administration’ (Distributed) ...... 287 . 303 314 (13898) (15822) (16606) = 50
Unallocated: Reduction........... = = = — —  —2732 —

Totals.......ocooevvviinnninnnnnn, 3,904 4,206 4205 $182,490 $214,337 $218427 139%
Funding Sources ‘ ' : ' '
General Fund ........ e 3818 4127~ 4129 178576 205075 213332 40
Reimbursements................... 52 46 43 1,935 2608 - 3516 —35 '
Political Reform Act (General =~ - ‘

Fund)............ v 18 17 17 1078 L1176+ 1200 - V2 0
Delinquent Tax Collection........ 10 10 10 852 5311 1,908 - —77.0
Fish and Game Fund ............. 1 1 1 12 % 28 76
Vietnam Veterans’ Memorial L e : .

Account :.......0cooo i, 1 -1 1. 5 - 27 - 27 —_
US. Olympic Committee Fund ... 1 1 1. 4 2 - —
State Children’s Trust Fund ...... 1 1 1 10 )78 25 .42
California Alzheimer’s Disease . ‘ ) h

and Related Disorders o :

Research...............000.... - - — 8 3 32 32
California Election. Campaign. ... 1 o 1 1. 3 .18, 8 - —
California Seniors Fund ........... 1 1 1 7 2 20 . —
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used for support of serv1ces whxch the board: prov1des on a contractual
basis to other agencies.”

Source of Funds. Table 1 also shows that nearly all of the FTB budget
(about 96 percent) is supported directly from the General Fund. These
funds are used for. the PIT, B&C and HRA. programs. The PIT program
also receives support from.the Delinquent Tax-Collection Fund ($1.2
million) ~which finances. an ‘enforcement program ‘that. assigns PIT
collection accounts to private collection agencies. The amount FTB will
receive in the budget year has been significantly: reduced from the $5.3
million current-year estimate because of lower-than-anticipated collec-.
tion fees to be paid to private agencies. The Delinquent Tax.Collection
Fund is supported by the delinquent taxes. actually. collected by the
agencies. v .

General Fund Expendttures. Table 2 shows how much the FI‘B plansv
to spend from the General Fund for various: functlons »

Sixty-seven percent. of the board’s General Fund budget is for two FTB.
functions — processing and auditing tax:returns. As Table .2 shows, 35
percent of the FTB’s total General Fund budget is for return processing
and taxpayer assistance, and 32 percent is for audits. About 28 percent is
for collecting delmquent taxes (collections functlon) and 5 percent is for
programs to make sure that individuals and businesses file tax returns
(filing enforcement). :

Table2 |
Franchise Tax Board
Program Functions Supported: by the Ganeral Fund®

199192,
~ (dollars in thousands) .
PIT Program BLC Program - HRA Program .. .. Total

Budgeted Percent Budgeted Percent Budgeted Percent  Budgeted Percent
Expendi-  of  Expendi-  of  Ewpendi-  of  Erpendi-. - of

Function ... ‘ tures Total tures Total tures Total tures.- Total :
Processing/ Taxpayer : ‘ . w
; Assistance............... . $61,635 3904% $11,168 195% $2,238 100.0% - ‘$75,041 347%
Audit....... [T 39,358 2.1 20,488 514 .- - — - 68846 - 319
Collections. ... ....... eenes 46050 295 13463. 85 - - 59513 215
Filing Enforcement .......... 9,460 6.0 1328 23 @ — - 10788 - . 50, .
Exempt Corporations......... - — 1876 33 - - 1876 - 0,,9,,,
Administration (Distributed).. _11772 _ — (43%) _—- _(169) _— _(16316) . — -
Totals ..........oovvennnnn $156503  100.0% $57,323 1000% $2238. - - 100.0% '8216,06_4." *+:100.0%.
Percent of General Fund . . RNt
‘Expenditur’es ............ . 73% L 26% 1% DR 100.0% S

a Exclusnve of Political Reform Act activities. ‘ )
b This amouint is $2,732,000 higher than the General Fund appropriation ($213 332 ,000) because 1t does
not reflect the unallocated reduction.

‘Proposed Changes to the Budget. Table 3 1dent1ﬁes the changes that}
account for the proposed increase of $4.1 million in the FTB’s budget It
shows a net decrease of $396,000 in. baseline expenditures, which is
primarily attributable to the removal of one-time costs associated with-
current-year deficiencies ($7.1 million), and a reduction in anticipated
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enforcement expenditures funded by the Delinquent Tax Collection
Fund ($2.6 million). These reductions are partially offset by a $9.2 million
increase in other baseline expenditures. Table 3 also shows $8.2 million in
workload adjustments, and a reduction_of $3.8 million for program
changes. This reduction. is. primarily due to the proposed $2.7 million
unallocated reduction, and $1.1 million in reduced enforcement expend-
itures.’ :
Table 3

Franchise Tax Board
Proposed 1991-92 Budget Changes
(dollars in thousands)

. Reimbursements
“General Transfers, and _
P Fund Special Funds . . - Total
199091 Expendltures (Rewsed) ............. wveenn o $205,075 $9,262 $214,337
Baseline Adjustments: : v . . . : S
Employee compensation increase ........ i 3,350 69 ) 3419
" Merit salary adjustments.....':...,..'.; ............ 4,604 L = 4,604
One-time costs -.......... RESICY =709 - o — U =7,009
Ongoing adjustments ... 346 ¢ i 2 348
‘Limited term positions............... ' DE— -2607 .. . —2607
OE&E price increase ................ P 99 . e 939
_ Subtotal, baseline ad]ustments .......... ereren . (82,140) - (—$2536) . (—$396)
WorkloadAd]ustments....................{ ....... $83713 . -1 $8,246
Program Changes: o R ‘ o
CALSTARS implementation............ R | - 51
Audit workplan...........o.o00 S, 118 — 2 118,
Enforcement workplan .............. e 7 - - =154 —-l 197
Unallocated reduction .........c.......eeevenn. _=2132 e _=2132 732
Subtotal, program changes .................... {—$2.256) (=1,504) ~ (—$3,760)
199192 Budget Request.........ococvveninininnns $213,332 $5,095 .o $218427
Change from 199091: o .
CATIOUNE oo v rienaad v veveierenanes $8,257 —~$4,167 - °$4,090

SRS i, 40% C4850% - "19%

ANALYSIS AND RECOMMENDATIONS
Unallocated Reduction Threatens Revenue Collections .

We recommend that the Legislature augment the FTB’s budget by
$2,732,000 to offset the unallocated funding reduction, because this
reduction will cost far more than it “saves.” (Increase Item 1 730-001-001
by $2,732,000).

For the budget year, the admlmstratlon has reduced the General Fund
budget requests of most state agencies by imposing an unallocated
reduction. In the past, the FTB has been exempted from these types of
across-the-board reductions, on the basis that the reductions likely would
have to be taken out of the board’s revenue-generating programs, such as
audits and collections. In particular, the FTB was exempted from the
3-percent statutory reduction in the current year for this very reason..
However, the board has received no such exemption for 1991-92, and its
General Fund budget request has been reduced by $2,732,000. :

At the time this Analysis was prepared, neither the FTB nor' the
Department of Finance (DOF) had prepared a specific plan for imple-
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menting the proposed reduction. However, since the F'I‘ B has a small
range of discretionary programs, it appears the board’s primary option for
accommodating the funding shortfall would be to reduce audit activities:
On the other hand, if the board is'not allowed to redirect funds away from
the audit program (in order to maintain revenues); it instead may have
to cut back on the level of services provided to the public through its
taxpayer assistance programs, particularly the toll-free Telephone Infor-
mation Center. Given the adverse consequences of program reductions
in either one or both areas as detalled below, we do not believe that the
reduction is justified.

Audit Reduction Would Shortchange General Fund. If the board’s
audit program absorbs the full $2.7 million reduction, approx1mately 1,567
audits will not be conducted and $13.8 million in audit recoveries would
be foregone. This revenue loss has been reflected in the budget’s
estimates of General Fund révenue for 1991-92. Clearly, from a fiscal
standpoint, it makes little sense for the General Fund to give up more
than five times in revenue than what it saves in administrative costs.

Taxpayer Assistance Would Suﬁ'er an Additional Budget Reduction.
While filing enforcement and collections phone calls will still be’ an-
swered at the budgeted 85 percent response rate, the FTB has redirected
119 personnel-years in the current year from the Telephone Information
Center to other activities in order to fund what it considers ‘to be
higher-priority workloads in"the department. These personnel-years
would have been used both in'the current and budget years to answer
general assistance calls in the center.

Because the DOF did not approve funding for additional personnel-
years for the general assistance calls in the Information Center, the FTB’s
budgeted service level (that is, the response rate) for general assistance
calls will be reduced from 62 percent to 52 percent. In the event that the
FTB chooses to require all or a portion of the unallocated reduction to be
absorbed by the Telephone Information Center, the percentage of calls

‘answered would be even further reduced. The public assistance provided

through the Information Center is:a critical' element of the state’s
self-assessed : PIT,. B&C Tax, and HRA programs. To- the -extent that

potential -taxpayers: are -frustrated in their attempts .to contact the

department, their motivation and ability to comply with the state’s tax
laws is reduced. Since the self-assessed .tax programs account for 95
percent: of the revenue FTB collects for the General Fund, limiting
public access to the Information Center could have an adverse effect on
revenues.

-.Qur recommendatlon to augment the board’s budget is not te suggest
that it is impossible for .the board to absorb any portion of the funding
reduction without adverse revenue or program consequences. A small
portion of the reduction may in fact be absorbed in this fashion. Given the
magnitude of the reduction, however, the board clearly will be forced to
reduce -it§"programs. and, more. than likely, its revenue producmg
capacity; to accommodate the:loss of funds. e
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Under these circumstances, we believe the reduction makes little sense
from an overall fiscal or policy perspective. Accordingly, we recommend
that the Legislature augment the FTB’s budget by $2,732,000 to restore
the unallocated reduction.

Benefits of FTB's Taxpayer Information Project Questioned

We recommend that the FTB report at budget hearings on the status
of the Taxpayer Information System project and its fiscal implications.

Since August 1982, the board has been in the process of developing an
integrated Taxpayer Information System (TI), similar to the one used by
the Internal Revenue Service, to replace its current “accounts receiv-
able,” “withhold” and other peripheral tax systems which are now over
20 years old. The FTB argues that these existing systems are obsolete,
inadequate, inefficient and nonresponsive to the programmatic needs of
the agency. ( ;

Since its inception, the project has been redesigned three times.
According to Office of Information Technology (OIT), in the last revision
of the project (June 1987) total project costs were estimated at $20 million
and total project benefits were estimated at $28 million, including 112.2
personnel-years in staff reductions. The project was to be implemented
by September 1990.

In November 1990, the FTB submitted a Special Project Report (SPR)
for the TI project which indicates that project implementation will be
delayed until June 1992. In December 1990, the OIT informed the FTB in
its response to the SPR that it could not approve of the project’s
continuation. The OIT took this action because of concerns in regard to
additional cost overruns (the OIT estimates that the project now has a
net cost of $9.2 million), implementation delays, or a potential system
failure due to the uncertainty of the technological environment. The
OIT’s response to the SPR concludes, “We are, therefore, unable to
approve the continuation of the TI automation project until: (1) the
concerns, described above, have been addressed and solutions approved
by the DOF, or (2) this project is replaced by smaller, less risky and more
cost effective projects through the submittal of separate FSRs.”

Subsequently, the FTB issued a response memorandum to OIT and the
DOF which asserts that OIT’s analysis of the situation is incorrect.
Specifically, the FTB states that: (1) the scope of the project has not
changed from the approval of the 1987 FSR, (2) the OIT’s analysis of
project costs are significantly overstated, (3) the project will result in net
benefits to the state (the FTB estimates this to be $18 million over the life
of the project), and (4) the OIT’s analysis significantly overstates the
work yet to be completed.

Although the DOF has approved funding in the budget for the 108
personnel-years currently working on the TI project, the OIT memoran-
dum also requested the FTB to submit a plan detailing the transition of
the program personnel dedicated to the TI project into other depart-
mental activities by January 18 of the current year. If the final determi-
nation does result in discontinuation of the TI project, however, the
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Legislature may wish to consider other alternative uses of the $3.8 million
and 108 personnel-years included in the budget for this project. Because
of the implications of this situation for the board’s funding request, we
recommend that the FTB report at budget heanngs on the status of the
TI project and its fiscal implications.

Capital Outiay

The Governor’s Budget proposes an approprlatlon of $380,000 in Item
1730-301-036 for capital outlay expenditure in the FTB. Please see our
analysis of that item in the capital outlay section of this Analysis which is
in the back portion of this document.

DEPARTMENT OF GENERAL SERVICES

Item 1760 from the General :
Fund and various funds ' Budget p. SCS 103

Requested 1991-92 $534,912,000
Estimated 1990-91 ... 499,609,000
AcCtUA] 1989-90 ...ttt er e re e s anna e nen 444,273,000

Requested increase $35,303,000 (+7.1 percent) .
Recommended reductions from the General Fund ‘ 3,637,000
Increase in special funds................... 550,000

Recommendations pending 12,441,000
1991-92 FUNDING BY ITEM AND SOURCE
Item-—Description Fund Amount
1760-001-001—Departmentwide. For direct sup--  General $838,000
port of department operations, for pay- "~
ment to Service Revolving Fund
1760-001-002—Deépartmentwide. For maintain- General (Property Acquisition 895,000
ing and improving properties (1) acquired Law Account)
under the Property Acquisition Law or (2)
declared surplus prior to disposition by the
state.
1760-001-003—Departmentwide. For maintain- General (Motor Vehicle Park- 4,765,000
ing, protecting, and administering state ing Facilities Moneys Ac- '
parking facilities. count)
1760-001-006—Office of State Architect. For ver- General (Access for Handi- - 1,149,000
ifying that plans of structures purchased capped Account)
with state funds are accessible for use by
the physically handicapped.
1760-001-022—Office of Telecommunications. General (State Emergency Tel- 1,006,000

For support of Emergency Telephone ephone Number Account)
Number program.

1760-001-026—Departmentwide. For payment of ~General (State Motor Vehicle
claims and operating expenses resulting Insurance Account)
from the Motor Vehicle Liability Self-
Insurance program.
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—Budget Act Appropriation

—Government Code Section 16379

1760-001-036—Office of State Architect. For as-
bestos abatement, PCB program, under-
ground tank removal, and proactive assets
management.

1760-001-120—Office of State Architect. For di-
rect support of specified plan checking
services. .

1760-001-122—Office of State Architect. For
support of hospital plan checking.

1760-001-344—Office of Local Assistance. For
support of State School Building Lease-
Purchase program.
1760-001-397—Office of California State Police.
For state police training activities.
1760-001-450—Departmentwide. For support to
test and certify gas valves.
1760-001-465—Departmentwide. For support of
energy assessment programs.
1760-001-602—Office of State Architect. For
support of operations.
1760-001-666—Departmentwide. For provision
of goods and services to agencies.
1760-001-739—Office of Local Assistance. For
support of School Building Aid program
1760-001-768—Architectural Consulting and
Construction Services. For support of
earthquake rehabilitation.
1760-001-791—Architectural Consulting and
Construction Services. For seismic surveys.
1760-001-961—Office of local assistance. For sup-

port of State School Deferred Maintenance-

program. _ ;

1760-011-344--Architectural consulting and con-
struction services. For seismic surveys.

1760-011-602—For support of department ex-
cluding Office of State Architect.

1760-101-001—Telecommunications. For short-
term loan to the Emergency Telephone
Number program.

1760-101-022—Local assistance for reimburse-
ment of Emergency Telephone Number
program

1760-490—Reappropriations of various Budget
Act items from Architectural Public Build-
ing Fund for completion of building permit
and certification system. - °

Ch 1289/90 to the Office of Building Standards
for safety inspections.

Ch 1653/90 to the Executive Office for adminis-
tration
Reimbursements

Total

General (Special Account for
Capital Outlay)

Architecture Public Building

(School Building Program
_Account) ‘

Architecture Public Building
(Hospital Plan Checking Ac-
count) o

State School Building Lease-
Purchase

California State Police

Seismic Gas Valve Certification

General (Energy Resources
Program Account)

Architecture Revolving

Service Revolving

State School Building Aid

Earthquake Safety and Rehabil-
itation Fund

Higher Education Capital OQut-
lay Fund

State School Deferred Mainte-
nance

School Building Lease Purchase

Fund

* Architecture Revolving Fund

General Fund

General (State Emergency Tel-
ephone Number Account)

General

Architecture Public Building
Fund, Architectural Examin-
ers Fund, Contractors Li-
cense Fund, Professional En-

- gineers and Land Surveyors
Fund.

Guaranteed Return Trip Fund
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3,331,000
11,052,000
10,491,000

9,213,000
2,876,000
10,255,000

118,000
90,000
1,361,000
23,084,000
391,947,000
764,000
556,000

113,000
173,000

112,000
2,618,000
(4,590,000)

57,085,000

832,000
100,000

40,000

48,000
$534,912,000
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Item 1760

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS
Property Management Services

1.

‘Office of the State Architect. Reduce Item 1760-001-602 by

$2,691,000. Recommend reduction of 28.9 personnel-years for
prison construction inspection due to project delays. Also
withhold recommendation on $521,000 (5.5 personnel-years)
under Item 1760-001-602 because schedule for construction
of the Los Angeles Reception Center is unknown. v
Office of the State Architect. Earthquake Bonds—Local
Program Administration. Recommend the Legislature ap-
prove $443,000 (5.7 personnel-years), but authorize three
professional positions as three-year limited term rather than
permanent.

Office of the State Architect. Seismic Survey Programs.
Withhold recommendation on $338,000 (4.7 personnel-
years) pending a receipt of revised work schedule for the

- K-12 survey program and a reassessment of funding required

in 1991-92. Also recommend that seismic surveys include all
UC and CSU buildings as originally intended in the 1990
Budget Act.

Office of the State Architect. Reduce Item 1 760-001-006‘ by
$8,000, Item 1760-001-120 by $70,000, and Item 1760-001-122
by $20,000. Recommend reduction because the Structural
Safety and Access Compliance Sections’ proposed move
from the Los Angeles state building is unwarranted.

Office of the State Architect. Augment Item 1760-001-006 by
$623,000 and Item 1760-001-120 by $5,037,000. Recommend
augmentation of spending authority for fee-based funds to
expedite projected budget-year plan-check workload. Also
recommend the Legislature adopt Budget Bill language
limiting use of plan-check funds and adopt supplemental
report language expressing Legislative intent regarding
expenditure of plan-check funds and requiring submittal of
a quarterly status report.

Office of Real Estate and Design Services. Recommend that
the Legislature adopt supplemental report language requir-
ing the Proactive Assets Management Program to issue a
progress report by November 1, 1991.

Office of Energy Assessments, Reduce Item 1760-001 -6'6‘6‘ by
$240,000 (5 positions). Recommend reduction of funds
because department plans to establish construction manage-
ment unit which is duplicative of other state functions.
Office of Buildings and Grounds. Reduce Item 1760-001-
666 by $264,000. Recommend reduction of funds to begin

Analysis
page
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149

149

151

152

154

155

157
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operation of new Caltrans building, because bu11d1ng w1ll not ‘
*be occupied in the budget year. ~
9. Office of Buildings and Grounds. Reduction in funds for 157

- special repair projects could lead to deferred maintenancein - - =
state office bulldlngs and 1ncreased future maintenance/re-
pair costs. »

10: Office of Buildings and Grounds. Recommend deletion of 158
five special repair projects because either (a) projects were
already budgeted in current year, (b) projects are improp-
erly funded from Building Rental Account, or (c) depart-
ment has not provided justification for them. Recommend
the Leglslature redirect the $338,000 associated with these
projects to other' high priority pI'OJeCtS within the Special
Repair program.

11. Office of Buildings and Grounds. Recommend the Legisla- 160
ture :direct the Department .of General Services to require
the tenants of the new state office building in Los Angeles to
pay the bond costs, as well as the annual mainténance/op-
erations costs, for the building. The first bond payment is
die in the budget year.

Statewide Support Services -

12 Litigation Costs for Motor Vehicle Clalms Recommend 162
adoption of supplemental report language requiring the
Office of Insurance and Risk Management to evaluate

- various alternatives to reduce litigation costs.
13. Procurement Options Warrant Review. Recommend adop— 163
" ‘tion' of supplemental report language requiring the office to -
evaluate specified alternatives to reduce future workload.

14. State Printer Contracting. Withhold recommendation on 164

. $6.5 million proposed for the State Printer pending review of
alternatives for reducing the 1ncreasmg dependence on
. outside printers.

15.. Funding Source for Govemors Budget Document. Beduce 164

Item 1760-001-001 by $550,000 and increase Item 1760-001-
666 by $550,000. Recommend shifting specified printing costs
from the General Fund to the Service Revolving Fund.

GENERAL PROGRAM STATEMENT

The Department of General Services (DGS) was created by statute in
1963 to increase the overall efficiency and economy of state government
operations. It does this by (1) providing support services on a centralized
basis to operating departments; (2) performing management and support
functions- as assigned by the Governor and specified by statute; and (3)
establishing -and enforcing statewide administrative policies and proce-
dures. The department performs these functions through ‘two major
programs: property management services and statewide support services.

The DGS has 4,480.3 personnel-years in the current year.
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MAJOR ISSUES

. The OSA does not have sufﬂcnent spendlng author-
’ ity in 1991-92 to expedite.. |ts pr0|ected K- 14
plan-check workload

Reduction in specnol repair budget for state offlce
buildings could lead to creation of deferred main-
tenance. and higher costs to. mamtam/repcur the
state’s mfrastructure :

Rentdl charges to'depdrtments occupying state-
owned office buildings will increase significantly
due to the administration’s decision to use. the
Building Rental Account to fund bond payments for
the new state office building in Los Angeles -~ -

OVERVIEW OF THE BUDGET. REQUEST

The budget proposes expenditures of $534.9 mllhon from various funds
to support activities of the Department of General Services in.1991-92.
This is $36 million, or 7.2 percent, above estlmated current-year expend—
itures. i

Departmental Expendltures by Progrum

Table 1 shows department expenditures, by program,: for the past,
current, and budget years. The programs with the'largest proposed
budget-year expenditures are Telecommunications ($133 million), Build-
ings-and Grounds ($72 million), Building Rental ($78 million), Procure-
ment ($55 million), and State Printing ($53 million).

As Table 1 indicates, the largest change in. proposed- program: expend-
itures is the $25 million increase in ‘Property Management Services. The
increase is due primarily to an $18.3 million increase in Building Rental
charges and a $5 million increase in Architectural Consulting”and
Construction Services. In addition, significant increases are ‘proposed
among Support Services in Fleet Administration '($2.6 million), Insurance
and Risk Management ($2.3 million), Procurement ($1.8 mllhon) State
Pohce ($1.6 million), and Support Services- ($1.6 million). e

"The Governor’s Budget includes an‘'unallocated trlgger-related reduc-
tion of $14,000 in funding for the department ‘This reduction is included
in the proposed budget for the department in lieu-of the reduction that
would otherwise be made pursuantzto Chapter 458 Statutes of 1990 (AB
2348, Willie Brown). :
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Table: 1
-Department of General Services
Distribution of Program Expenditures
1989-90 through 199192
(dollars in thousands) v ) __—

: ’ Actual Est, Prop. " Change From 1991-91
Program 1989-90  1990-91  1991-92  Amount  Percent
Property Management Services

Architectural consulting and constructron

SEIVICES......ovvvennns ST $43738  $48,745 $5,007 11.4%
Building rental..........0..... S 59,727 78,040 18,313 307
Building standards ............ T I 1) 630 59 103
Buildings and grounds L 71,498 72,432 934 13
Energy assessments........... 3,990 3,765 —295 -56

- Local assistance ............oocoibuninninn., - 10, 10,647 11,192 545 5.1
Project development and management. .. 2,769 3,964 4232 268 .- 6.8
Real estate and design services ........... 10,209 10,476 10,892 416- 4.0

Subtotals, property management serv- Lo

105 . .v et le i i - 171574 $204,611 $2.29 928 $25317 124

Statewide Support Services i : : ) o
Administrative hearings ................... $6,219 $7,925 $8,251 : $326 ‘4.1%
Fleet administration....................... 26217 - -- 29,081 31,700 2619 - 9.0
Insurance and risk management .......... 16453 = 13,258 - ¢ 15547 -~ 2,989 173
Legal services...............lvvvveerennnn, 1,656 - 1485 1,530 4 30
Management technology and plannmg Lo 8147 8794 9035 241 2.7
Procurement.........covevveiinniinnnnans o 53,247 52,775 54,615 " 1,840 3.5

" Records management...... 00 ooiae.n . . 2516 3137 . 3,108 - —29 —09
Small and minority business............... 1,717 1,772 2,114 342 193¢

State police. s.uiivie el s 26,021 27,581 29,198. - 1,617 .59
State printing-...........c..cin i 52,106 52,564 52,645 < 181 02

. Support services ......... o 17,363 18911 20498 .. 1587 . 84
Telecommunications 3 110;133 - 133,379 132,511 —868 =0.7

Subtotals statewrde support services...' $321,795  $350,662  $360752 - $10,000 - 29%

Administration Lo o e L
Administrative serv1ces .................... $5,000 °  $4,165 $4,570 405 197%
Executive.:........ e i b enheans <221 . 1,923 1977 .. 54 .. 28
Fiscal services.............. e L1613 T4 7,639 2040 2T
. -Subtotals, admrmstratron ...... e diien $14734 - $13,523 $14,186 $663 - . - 49%
’Totals, all programs<i... ..o ol $508,103 - $568,796 - '$604,866 - $36,070. . 6.3%
. Distribution, of Intrafund Servrces ........... —63,830 - —69,418 .  —69,940 - 5922, 08
Reimbursements . ...... v e e e e eraan v —432 1 =231 —48 —155 —-79.2
Unallocated reduction ............0.......... o — —14 —14 —
Total Net Expenditures...................... BA3841 8499147 8534864  $35717 2%

Funding Sources for Departmental Expendltures

The department .is funded by two types of appropriations. The
department’s direct support appropriations-are for specific purposes. Its
revolving fund appropriations, on the other hand, permit the depart-
ment to spend specified revenues. These revenues, “earned” by provid-
ing services and products to' client agencies, are budgeted initially for
operating expenses within the support budgets of the state agencies. The
DGS receives the revenues when the client agencies purchase goods and
services. The department pays its personnel costs and operating expenses
by using the “spénding authority” provided by its revolving fund
appropriations. - o o ' ' ' o
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Table 2 presents a summary of the departinent’s total expenditures, by
source of fund, for the prior, current, and budget years. The table
indicates that 22 percent of the department’s costs are funded by direct
support, with the balance — 78 percent — supported from “earned”
revenues.

Table 2
Department of General Services
Total Expenditures, by Source of Funds
1989-90 through 1891-92
{dollars in thousands)

: . Percent
. Actual Est. Prop. of Total
Funding Source 1989-90 199091 - - 1991-92 1991-92
Direct Support
General Fund..................oocveiinnnen. $14,783 $2,577 $838 . 02%
General Fund (Special Accounts) ...... TN 70,198 71414 79,347 148
Architecture Public Building Fund........... 11,880 11,726 . 12,897 .24
Energy Resources Programs Account......... 1,041 1,374 1,361 - 03
State School Building Aid Fund............... .78 812 764 0.1
State School Building Lease-Purchase Fund.. 8,79 9,594. . . 10,367 19
State School Deferred Maintenance Fund.. 334 177 173 0.0
Special Account for Capital Qutlay ........... . 0 9,000 10,491 20
Various Special Funds/Accounts.............. 368 903 977 _02
Subtotals, direct support .........c.......... :$108,122 $113,577 $117,.215 - 219%
Revolving Funds
Architecture Revolving Fund ................. $16,740 $21,205 $25702 . . 48%
Service Revolving Fund....................... 318979 . 364,365 391,947 133
Subtotals, revolving funds........... DU $335,719 $385,570 $417640 - T81%
Total Expenditures................o.ovveiunennis © $443,841 $499,147 $534,864 100.0%

Program Distribution of Departmental Personnel

Table 3 identifies the allocation of staff among departmental functlons
for the prior, current, and budget years. It shows that 4,579.5 personnel-
years are proposed for the budget year—a net increase of 99.2 personnel-
years (2.2 percent) above the current-year level. About 46 percent of the
department’s staff'are budgeted in property management services, and
about 49 percent in statewide support services, with the balance in
administration.

Table I
Department of General Services
- Distribution of Personnel-Years, By Program’
1989-90 through 1991-92.

P Personnel-Years : o :
Actual Est. . Prop. Change from 1990-91

Program 1989-90 . . 1990-91 1991-92  Amount . Percent
Property Management Services ) :
Architectural consulting and construction o S
SETVICES. .. ivietiiiiiieinnenisiinenees 3337 390.1 426.3 362 - 93%
Building standards............. e 57 61 .. 6T - -
Buildings and grounds............ cieenies 1,1986 12520 -.12658 = 138 . 11

Energy assessments............c.c.ooenennns 119 174 174 = - —
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Project management and development. .. 333 50.5 536 3.1 6.1
Local assistance .........c.coovvvniininnnnen 1805 1899 1909 10 05
Real estate services...........coevninienens 140.1 1440 144.8 08 06
Subtotals, property management serv- .
HCES . eeeeenititenr e ey 1,9038 - 20506 2,105.5 549 27%
Statewide Support Services
Administrative hearings ................... 56.5 75.6 75.6 - -
Fleet administration ....................... 153.1 150.3 150.3 - -
Insurance and risk management.......... 237 232 232 - -
“Legal services............... SRR 207 195 195 — —
Management technology and planning ... 126.1 1327 1327 - -
Procurement...........cocovvniiiininennn. 286.3 285.5 3010 15.5 5.4%
Records management...................... 382 27 427 - -
Small and minority business............... 199 243 27.1 2.8 115
State police.........oocveveiriiiiiina. 395.5 4196 4233 37 09
State printing ..............ov 408.3 4083 408.3 - -
Support Services ........oooviiiiiiiiiiin, 184.6 191.7 1917 — -
Telecommunications....................... 376.3 4178 431.1 133 32
" Subtotals, statewide support services... 2,089.2 2,191.2 2,226.5 353 1.6%
Administration
Administrative services.................... 79.0 70.9 799 9.0 127%
Executive.......coccvvevniriiiiiiiienenennn. 244 250 25.0 - —
Fiscal services..........cocoevviviininnnnnn, 135.7 142.6 142.6 — =
Subtotals, administration................ 239.1 238.5 2475 90 _38%
Totals....ovoveeeii e 4,232.1 44803 4,579.5 9.2 22%

Proposed Budget Year Changes

Table 4 shows the changes in the proposed 1991-92 budget resulting
from baseline adjustments, workload changes, and program changes by
major funding categories. The table shows a net increase in General Fund
expenditures of $194,000 above current-year expenditures, a $3.4 million
or 10 percent net increase in Special Funds, and a $32 million or 8.3
percent net increase in Revolving Funds. The major changes which
explain the net increase include the following:

o An $18 million increase in the Building Rental Account (BRA) for
the debt service on the Ronald Reagan Office Building.

¢ A $3.7 million increase for the State Architect for additional prison
inspections. '

¢ A $3 million increase in vehicle purchases for the Department of
Corrections. '

o A $1.8 million increase in computer parts for Support Services.

e A $1 million increase for Procurement workload increases.
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Table 4
Department of General Services
Proposed 1991-92 Budget Changes
(dollars in thousands)
General Special Revolving
Fund Funds Funds Totals
1990-91 Expenditures (Revised) ................. © $79,991 $33,586 $385,570 $499,147
Distribution of Intrafund ...................... — — 69,649 69,649
Total Expenditures 1990-91.................... $79,991 $33,586 $455,219 $568,796
Baseline Adjustments
Proratacharges ...........coooveveiiniinnnns — — . $3,010 $3,010
Priceincrease...........c.c.oooiiiiiiiiiiinnt. $696 $322 3,627 4,645
Miscellaneous adjustments........... U - (502) (8,260) (11,521) (20,283)
Subtotals, baseline adjustments ............. $194 ($7,938) ($4,884) (812,628)
Workload Changes
Administrative hearings ....................... . — — $583 $583
Risk management...................c.coeenen. o — — 528 528
Fiscal services.........cocvvviveenienninininn, - - 385 385
Small and minerity business................... — —_ 35 35
Procurement...........covvvineiiiineeiiinn.n, —_ — 1,031 1,031
Support services ....... P O .= —1,811 1,811
State police............. PR — 5 782 787
State printer .............cooeiiiiiiinnn s — — 6,450 6,450
State printer (election materials)............. — — (7,109) (7,109)
Management, technology, and planning...... — - 237 237
Telecommunications (install and maintain) .. — : — 2,179 2,179
Telecommunications (acquisition reduction) . - - (3,401) (3,401)
Building and grounds.......................... —_ — 1,745 1,745
Project development .........................L - —_ 310 310
Statearchitect®..........c.covvieiiiiiiiiinnn — 10,338 9,859 20,197
Local assistance ...........cooiveeveenninnnnns —_ 514 - — 514
Fleet administration......................o...0s — — 2,959 2.959
Subtotals, workload changes ................ o — $10,857 $18,384 $29.241
Program Changes :
Procurement and energy (natural gas)....... —_ — $134 $134
Procurement (SB 1844 implementation) ..... —_ - 83 83
Procurement, OSMB, and Architect (AB
1933) ........... T P — —_ 621 621
Local assistance (AB 3111 implementation) .. - 82 — 82
State architect (earthquake administration).. —_— 443 - 43
Building Rental Account (Ronald Reagan
building debt service)....................... — — 18,094 18,004
Subtotals, program changes................. — $525 $18,932 $19,457
Total Expenditures...............ocoveniennnn.. $80,185 $37,030 $487,651 $604,866
Distribution of Intrafund®..................... — — ($70,002) ($70,002)
1991-92 Expenditures (proposed) ............. $80,185 $37,030 $417,649 $534,864
Change from 1990-91
AMOUNE «.vvininiiiiiiii e, $194 $3,444 $32,079 $35,717
Percent.........cooviiiiiiiiiiiiiiiiiiiiii, 02% 10.3% 8.3% 72%

“ These items are zero-based annually because they are not permanent increases.

b Includes $14,000 unallocated reduction and $48,000 reimbursements.
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ANALYSIS AND RECOMMENDATIONS
PROPERTY MANAGEMENT SERVICES

The property management services program has responsibility for
planning, acquisition, design, construction, maintenance, and operation
of state-owned facilities and for acquiring leased space for state agencies.
The seven agencies which carry out this program are: Office of the State
Architect, Office of Buildings and Grounds; Office of Project Develop-
ment and Management, Office of Local Assistance, Office of Real Estate
and Design Services, Office of Energy Assessments, and the Building
Standards Commission.

We recommend approval of the following budgets not discussed
elsewhere in the analysis:

o Office of Project Development and Management (OPDM).
o . Office of Local Assistance (OLA).
« Building Standards Commission (BSC). -

Auditor General Reports on OlA, OPDM and the Office of the State
Architect (OSA)

In early 1991, the Auditor General is scheduled to release the results of
two reviews: one regarding the OLA and a second concerning imple-
mentation of the state’s capital outlay program by the OPDM and the
OSA. Although these reports were not released at the time this analysis
was written, they should be available prior to legislative hearings on the
department’s budget. We will review the findings of the reports and
prepare a supplemental analysis of the department’s budget request for
the OLA, the OPDM, or the OSA if appropriate.

OFFICE OF THE STATE ARCHITECT
* The Office of the State Architect provides flve major services:

o Architectural/engineering (A/E) consulting for state construction
projects.

o Construction 1nspect10n for state projects.

 Project management and accounting for state construction prolects

e Plan checking and inspection pursuant to state statutes concerning
access for the handicapped, earthquake safety for schools and
hospitals, and earthquake and fire safety for state-owned or leased
fire stations, police stations, and emergency communications centers.

« Mitigation of hazardous conditions in state-owned facilities (asbestos
abatement, the PCB removal, and repair, removal, and monitoring of
underground tanks).

The budget proposes $48.7 million for support of the OSA activities in
1991-92. This is an increase of $5.0 million, or 11 percent, above the OSA’s
projected spending in 1990-91. The OSA has 390.1 personnel-years in the
-current year,

Major changes in the OSA budget for 1991-92 are:

o A net increase of $3,687,000 (33.1 limited-term personnel-years) to
provide inspections at state prison construction sites.
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e A reappropriation of $832,000 for development of an automated
building certification system for schools and hospitals.

¢ An increase of $466,000 for increased facilities rental costs.

o A net increase of $237,000 for administering programs related to

earthquake safety.

o A net decrease of $538,000 for the three hazardous materials abate-,
ment programs. '

« A one-time increase of $131,000 for an equipment purchase.

We recommend approval of the OSA budget, except for the items
noted below.

Too Many Inspectors Requested for Prison Construction

We recommend a reduction of $2,691,000 (28.9 personnel-years)
under Item 1760-001-602 from the Architectural Revolving Fund,
because (1) construction of two new prisons is delayed due to failure of
the November 1990 Prison Construction Bond Act and (2) the Depart-
ment of Corrections has not decided whether to proceed with the
renovation of 11 conservation camps.

We withhold recommendation on an additional $521 000 (5.5
personnel-years) for mspectwn at a new reception center in east Los
Angeles because the project is currently in litigation and the construc-
tion schedule'is unknown.

The budget requests $9.8 million (99.7 limited-term personnel-years) to
provide construction inspection services for 11 new state prisons and for
the renovation of 11 conservation camps. Construction of new prisons in
Susanville and Madera, which were primarily to be funded from proceeds
of the November 1990 Prison Construction Bond Act, cannot proceed due
to voter disapproval of the prison bonds. In addition, renovation of the
conservation camps, which was funded from bonds approved by the
voters in June 1990, is also delayed because the Department of Correc-
tions is reconsidering whether to proceed with this program. The OSA
will therefore not need the 27.6 personnel-years for inspection services
for the two new prisons and the 11 conservation camps. Finally,
construction of the San Quentin Joint-Use Facility is not scheduled to
start until December 1992. Therefore, the 1.3 personnel-years projected
by the OSA for this project will not be needed in the budget year.

Our recommended reduction of 28.9 personnel-years and $2,691,000 is
based on the most recent schedules available from the Department of
Corrections and the workload projections submitted by the OSA for these
projects. Our recommendation would leave 70.8 personnel-years for

‘prison construction inspection, -including one personnel-year to staff

renovation of the High Rock Conservation Camp. The Legislature
appropriated funds for this project in Ch 1003/89 (SB 1694, Keene), and
renovation will continue throughout 1991-92.

Los Angeles Reception Center. The budget proposes $521,000 (5.5
personnel-years) for inspection services for the Los Angeles Reception
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Center (east Los Angeles). This request is based on a projected construc-
tion start of July 1990. Construction has not begun, however, due to
litigation concerning the project’s environmental .impact report. -We
-withhold recommendation on the OSA’s construction inspection request
‘pending resolution of this litigation. and subsequent revision to the
project construction schedule. We anticipate that this mformatlon w1ll be
available prior to budget hearmgs < :

Earihquake Bonds—Local Program Admlmsirchon

. We recommend approval of $443,000 (5.7 personnel-years) from the
- Earthquake Safety and Public Buildings Rehabilitation Fund of 1990
for the OSA to administer bond funds designated to improve -the
earthquake safety of local government buildings. We further recom-
.mend that three of the proposed professional positions be established
for a three-year limited term and that two professional. posztzons and
one clerical position be permanently established.

The budget proposes $443,000 to establish six permanent positions (five
professional and -one clerical) within the OSA to. administer the local
government buildings portion of the  Earthquake Safety and: Public
Buildings Rehabilitation Bond- Act: of 1990, which'was approved by the
voters in June of 1990. The bond act includes $50 million in financial
assistance to local governments for earthquake safety-related improve-
ments to local essential services; emergency, and public safety buildings.
Local governments are to, share at least 25 percent of approved project
costs.

The OSA’s admlmstratlve respons1b1ht1es include estabhshmg (1)
guidelines for local government applications, (2) criteria for prioritizing
applications, and (3) procedures for fiscal control of local government
grants. The OSA will also perform technical reviews of grant applicatioris
and establish a priority list of projects eligible for funding con31deratlon
by the Governor and the Legislature.

The staffing ‘request and schedule prepared by the 0SA appear
reasonable and we recommend approval of the $443,000 as proposed. We
recommend, however, that three of the professmnal positions be‘estab-
lished for only ‘a ‘three-year limited term. According to the OSA’s
schedule, by the 1994-95 budget year, the only ongoing program activities
will be the administration of local government grants. Two professional
positions and one clerical position should be:sufficient staff for program
administration at that time. If additional funds aré designated for this
local; government.program in the future, extension of the three limited-
term positions may be warranted. : :

Seismic EUrvey Programs

We withhold recommendation on_3$338,000 (4.7 personnel—years)
from three bond funds for the OSA to continue the seismic survey
programs of K-12 school buildings and all state-owned * buzldmgs
pending a revised work plan for K-12 school surveys. We also recom-
mend that the surveys include all UC and CSU buildings as orzgmally
proposed and approved in the 1990 Budget Act.
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The budget includes $338,000 (4.7 personnel-years) for- the OSA to
continue its. programs to assess the earthquake safety of California’s
" public school and state-owned buildings. The budget amount is divided
‘equally between three bond funds: the State School Lease-Purchase Fund
(for K-12 schools)), the 1990 Higher Education Capital Outlay Bond Fund
(for UC, CSU, and community college buildings), and the Earthquake
Safety and Public Buildings Rehabilitation Fund of 1990 (for all other
state-owned buildings). The 1990 Budget Act appropriated. $544,000 to
commence these programs, including $218; 000 for consultmg services and
$326,000 for 4.7 personnel-years. ‘

According to the OSA’s program schedule current-year act1v1t1es are to
-include establishing priority-setting criteria, developing and distributing
survey - forms, and evaluating initial survey results for state-owned
buildings and reviewing the OSA’s file card information for: public
schools. Using the survey results and the priority-setting criteria, the OSA
‘will report to the Legislature on . those buildings that require more
detailed investigations, including review of building plans and in-depth
site evaluations. No-funds for the detailed investigations are included in
the budget, but the department indicates that, depending on the progress
of its surveys in the current year, it may request additional funding for
‘1991-92 in-a Department of Finance Budget ‘Change Leétter: The OSA’s
goal is to establish, by June 1992, a list of buildings that would be the
highest priorities for earthquake-safety improvements. We have two
concerns with the OSA’s proposal as discussed below.

K-12 Surveys on Hold. For 199091, the K-12 portion of the survey
program ($180,000) was appropriated from the' General Fund. At the
time this analysis was written, the department indicated that the
administration had frozen the expenditure of these funds and that the
funds will not be available in the current year. Since these funds were
intended to finance a consultant review of the OSA’s K-12 file cards, that
review, and therefore the K-12 survey program, cannot proceed in
11990-91. This delay will affect the proposed schedule and workload for
1991-92. We therefore withhold recommendation on the department’s
budget request. pending -a revised work schedule. for the K-12 program
and a reassessment of funding required in 1991-92.

UC and CSU Buildings. The seismic survey program approved by the
Legislature in the 1990 Budget Act ‘was to include a survey of all 18,000
state-owned buildings, including UC and CSU buildings. As in 1990-91,
one-third of the seismic survey program for 1991-92 is to be funded from
higher education bond.funds. The OSA’s budget proposal indicates,
however, that the first phase of the survey will “reduce ‘the inventory to
14,000 buildings by removing all UC and CSU burldmgs ” We recommend
that UC and CSU buildings be included in the OSA’s survey as originally
intended so that all state buildings are assessed using the same method-
ology and prioritized with the same criteria. -
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No Additional Office Space Needed in Los Angeles

We recommend a total reduction of $98,000 from the OSA s three
plan-checking funds because the Structural Safety and Access Compli-
ance Sections’ proposed move from the Los Angeles state building is
unwarranted. (Reduce Item 1760-001-006 by $8,000, Item 1760-001-120 by
$70,000, and Item 1760-001-122 by $20,000.)

The budget proposes a total increase of $466,000 to finance additional
facilities operating expenses for the OSA’s Structural Safety Section/Ac-

cess Compliance Section. This additional cost would be financed with fees,

collected for plan-checking services on school and hospital building
projects. The OSA currently maintains plan-checking offices in Sacra-
mento, San Francisco, and Los Angeles. According to the department, the
proposed increase is associated with the opening of an additional
plan-checking office in the San Diego area, the relocation to a larger
office in San Francisco, which occurred in October 1990, and a relocation
of the. Los Angeles office, which is proposed for this June.

Opening a San Diego office will allow.the OSA to more conveniently
serve.its clients in that area. This move also addresses a provision of Ch
1650/90  (AB 2565, Eastin), which requires the OSA, the State Fire

Marshal (SFM), and the Office of Statewide Health Planning and

Development (OSHPD) to consolidate their plan-checking functions. at
two separate locations in southern California. The three agencies cur-
rently have plan-checking staff in the Los Angeles state building. We
recommend approval of the augmentation to cover increased costs
associated with the new San Diego office and the larger San Francisco
office.. We have the following concerns, however, with the OSA’s

proposed move from the Los Angeles state building, into a private office,

building in the Pasadena/Glendale area.

The OSA Does Not Require Additional Space in Los Angeles. The
OSA maintains that the Los. Angeles state building has insufficient
contiguous space to absorb potential growth in their plan-checking staff.
The Governor’s- 1991-92 budget, however, proposes no additional posi-
tions for either the OSA or the OSHPD and only two additional positions
for the SFM. With the redirection of 36 positions from Los Angeles to the

new San Diego office, there will be about 25 fewer positions to accom-

modate in the Los Angeles state building.

Plan Required by AB 2565. AB 2565 requires the OSA in conjunction
with the OSHPD and the SFM, to prepare a plan for 1mproved allocation
of their plan-checking and construction inspection resources. The plan is
to address (1) increasing resources to southern California and (2) options
for consolidating the OSA, the OSHPD, and the SFM field offices into
single locations. The plan is to be submitted to the Legislature by July 1,
1991. This planning effort should address the costs and benefits to. the
plan-checking process of any proposed new office or relocation of existing
offices. The OSA’s proposed move from Los Angeles.is premature,
however, prior to legislative receipt and review of the AB 2565 pian.

7—81518
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Based on the above, we recommend a reduction of $98,000 for
increased facilities operating costs associated. with the move from Los
Angeles to the Pasadena/Glendale area.

Plan Checks Should Be Expedited :

We recommend the following augmentations for the OSA spending
authority from fee-based funds in order to help expedite K-14 struc-
tural safety and handicapped access plan checks in 1991-92: $5,037,000
to Item 1760-001-120 (structural safety) and $623,000 to Item 1760-001-
006 (handicapped access).

We also recommend that the Legislature adopt Budget Bill language
limiting the use of these funds and adopt supplemental report language
(1) expressmg legzslatwe intent with regard to expenditure of the funds
and (2) requiring a quarterly status report from the OSA.

The OSA’s Structural Safety Section is required to review ‘plans and
specifications for K-14 schools pursuant to state statutes. In addition, the
Access Compliance Section in the OSA must also review these plans to
ensure appropriate access is provided for handicapped individuals. These
reviews are financed from fees charged to project sponsors. The struc-
tural review fees are deposited in the school account of the Architectural
Public Building Fund and the access review fees accrue to the Access for
the Handicapped Account of the General Fund. The annual Budget Act
provides the OSA with expenditure authority to cover its projected
plan-checking costs.

When a project sponsor subm1ts a complete set of projéct documents to
OSA for review, that project is placed in line with other projects awaiting
review. The period between receipt of a complete submittal and the start
of plan-checking is referred to as “bin time”. The OSA’s goal is to-have a
maximum bin time of four weeks. The OSA attempts to meet this goal by:
working overtime, hiring retired annuitants, hiring private sector struc-
tural engineers on an overtime and weekend basis, and/or contracting
plan reviews out to private engineering firms. At the time this analysis
was written, the average bin time at each of OSA’s three plan-checking
offices was about 11 weeks. Because the OSA approval is required before
projects can proceed for construction bids, these plan check delays may
contribute to increased costs (due to inflation) and delay the occupancy-
of needed facilities.

There are several factors that contribute to the current excessive bin
time. First, many of the OSA’s structural engineers were temporarily
redirected to perform building inspections after the Loma Prieta earth-
quake. This redirection created a large backlog in 1989-90. Second, OSA-
indicates that the volume of work submitted to date in the current year
exceeds its projections. Third, the OSA has been unable to fill all
approved plan-checking positions, and therefore must rely on additional
overtime and outside contracts to expedite its workload. Unfortunately,
the OSA expended its authorized contract funds early in 1990-91.

The OSA estimates that (1) it will have a backlog of $600 million worth
of K-14 projects at the start of the budget year and (2) it will receive plans




Item 1760 STATE AND CONSUMER SERVICES / 153

in 1991-92 for K-14 projects:with a total construction value of $2.2 billion.
The Governor’s Budget includes total expenditure authority in the school
plan-checking account to check only $1.8 billion worth of projects. Based
on these estimates, the OSA will have a $1 billion backlog at the end of
1991-92.

Under this scenario, even though the OSA receives plan check fees
when the plans and specification are submitted, the OSA will be unable
to check all plans (up to $1 billion worth of projects). This is because the
OSA will not have the authority to spend those fees that will be received
but are in excess of the proposed spending authorization. In order to
enable proceeding with these projects in a more timely manner, we
recommend that the OSA be given expenditure authority to fully fund
the anticipated workload in 1991-92; including any 1990-91 backlog. Based
on the.above estimates and the OSA’s average plan-check fee for schools
and handicapped ‘access respectively, we estimate that the OSA will
require authority in 1991-92 to spend an additional $5,037,000 in the school
account and $623,000 in the handicapped access account. Consequently,
we recommend that Item 1760-001-120- (structural plan-checking) be
increased to $14,250,000 and Item 1760-001-006 (access plan-checking) be
increased to $1,772,000. Moreover, because the SFM must check these
same plans, we have recommended under our analysis of the SFM budget
(Item 1710-001-001)  that the SFM advise the Legislature, prior to
hearings, regarding the implications of this added workload on the SFM
plan-check function. The SFM cost is paid through the fees paid to the
OSA under an inter-agency agreement.

We also recommend that the Legislature adopt the followmg Budget
Bill language to.limit the OSA’s use of the plan-check funds to those
actions that will most expeditiously process its 1991-92 workload. These
actions would include filling vacant plan-checking positions, increasing
overtime work, and/or hiring private individuals/firms, but would not
include increasing the authorized permanent staff within the OSA.

Items 1760-001-006

(1) The amount appropriated in this item shall not be used to increase

the seven authorized plan-checking positions within the Office of
the State Architect, Access Compliance Section.

Items 1760-001-120

(1) The amount appropriated in this 1tem shall not to be used to

increase the 84 authorized plan-checking positions within the
Office of the State Architect, Structural Safety Section.

Finally, we recommend adoption of the following supplemental report
language expressing legislative intent (1) regarding the expenditure of
plan-checking funds and (2) requmng the OSA to regularly submit a
quarterly status report.

Tt is the intent of the Legislature that the Office of the State Architect allocate
its plan-check fee revenues for K-14 schools to expedite the completion of plan
checks in the most cost-effective manner. This would include (1) filling vacant
- plan-checking positions and (2) increasing overtime work, contracts with
private individuals/firms, and contracts with the State Fire Marshal as needed.
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The Office of the State Architect is to submit a report documenting the status
of its K-14 school plan-checking operations. The. report should include the
following information for both the structural and handicapped access plan-
checking functions: (1) the bin time for each of the prior three months, (2) the
current backlog (in dollar value of construction and number of projects), and
(3) a summary of steps undertaken or planned, such as increasing overtime or
external contracts, to reduce bin time. The report, covering the period July 1,
1991 through September 30, 1991, should be submitted to the Legislature by
October 10, 1991 and should be updated and resubmitted each quarter
thereafter.

OFFICE OF REAL ESTATE AND DESIGN SERVICES

The Office of Real Estate and Design Services (OREDS) acts as the
state’s agent in acquiring and selling real property, identifying surplus
state property and managing acquired property prior to its transfer to
other departments. In addition, the OREDS is responsible for providing
well-planned, functional and economical quarters in state-owned and
leased facilities to accommodate agencies’ space needs.

The budget proposes $10.9 million in 1991-92 for support of the OREDS,
consisting of $9.1 million from the Service Revolving Fund, $491,000 from
the General Fund, Special Account For Capital Outlay, $895,000 from the
General Fund, Property Acquisition Law Account, and $454,000 in
transfers from other DGS units. This is an increase of $400,000, or 3.8
percent, over current-year expenditures. The increase includes $170,000
to make permanent three limited-term positions to work on the Employ-
ment Development Department’s leasing program and $73,000 and one
position to assist in ensuring lessor compliance in state-leased facilities.

Legislature Needs Information on Future Direction of Asset Management
Program

We recommend that the Legzslature adopt supplemental report
language requiring the Proactive Asset Management Program to issue
a progress report by November 1, 1991.

The mission of the Proactive Assets Management (PAM) Program,
which originally received funding in the 1989 Budget Act, is to more
aggressively identify and manage under-utilized state properties and, by
leasing and selling these properties, to increase state revenues.

The budget includes $696,000 for continuation of the PAM program
within the OREDS. These funds consist of $205,000 from the Property
Acquisition Law (PAL) ‘Account and $491,000 from the General Fund,
Special Account For Capital Outlay. The PAL Account receives revenues
from three sources: (1) reimbursement of the OREDS’s expenses associ-
ated with real estate sales, (2) property management rental income, and
(3) lease payments from leases for state property. Each of these program
functions also bill against the PAL Account to recover actual costs of
operation. Previously, the PAL Account has provided all of the funding
for the PAM program. Due to a lack of available funding in the PAL
Account, however, the budget, for the first time, proposes to use the
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SAFCO as a funding source for the PAM program. Future projections of
PAL Account revenues and expenditures indicate that .alternative
sources of funding for the PAM program will continue to be required for
the next few years.

The OREDS indicates that, in the budget year, the- PAM program will
continue its review of state properties listed in the Statewide Property
Inventory in San Francisco, Sacramento, San Diego, Los Angeles, and
selected other areas of the state. The purpose of these site visits is to
determine whether state properties are underutilized and, for those
underutilized properties, to recommend potential development propos-
als. Options for developing underutilized state property include: (1)
using the property to consolidate several state departments in one
location, (2) long-term leasing to a private developer, or (3) sale of the
property. The PAM program has not yet made a policy decision on the
direction it will take in recommending what development options to
pursue.

In order to assist.the Legislature in its review of the PAM program’s
development policy during consideration of the 1992-93 budget, we
recommend adoption of the following supplemental report language
requiring a report to the Legislature:

By November 1, 1991, the Department of General Services shall report to the
‘Legislature on (1) the different development alternatives available for state
- properties, (2) proposed guidelines for recommending each of these alterna-
tives, (3) a list of the properties identified to date as meriting development
proposals, and. (4). a' proposed schédule and action plan for undertaking
development of these properties. The report shall include recommended
guidelines and procedures to ensure legislative oversight of the asset manage-
ment program and recommendations for long-term funding of the program.

OFFICE OF ENERGY ASSESSMENTS

The Office of Energy Assessments (OEA) is responsible for improving
the efficiency of state operations by developing cost-efficient energy
programs. The budget proposes $3,765,000 for support of the OEA in
1991-92, con51st1ng of $964,000 from the Energy Resources Programs
Account (ERPA) in the General Fund and $2,801,000 from the Service
Revolving Fund (SRF). This is a decrease of $225,000, or 6 percent, below
estimated current year expenditures. This decrease is due primarily to
elimination of consultant contracts for the Natural Gas Procurement
Program.

Another Construction Mandgemeni Group Is Unnecessary

We recommend a reduction of $240,000 and 4.7 personnel-years in
Item 1760-001-666 because establishment of a construction management
group in the Office of Energy Assessments is unnecessary and dupli-
cative of other state functions.

Background. The Office of Energy Assessments was estabhshed in the
Department of General Services (DGS) to increase energy efficiency in
state government. The OEA reviews department’s energy strategies,
investigates and evaluates potential capital outlay project opportunities,
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prepares technical and economic. analyses and makes recommendations
to the Public Works Board (PWB) for the financing of energy-savings
projects with Energy Efficiency Revenue Bonds. After the PWB approves
a project; the responsible department (such as the University of Califor-
nia, the California State University, or the Department of General
Services) manages the design and construction of the project. The OEA’s
role at that point is to evaluate proposed changes in scope, cost, or
operating savings to ensure that the project remains cost-beneficial.

In the 1990 Budget Act, the Legislature approved the OEA’s request
for five new positions to enable the OEA to increase its ability to develop
energy-savings: proposals. At the time this Analysis was written, these
positions had not yet been filled. Moreover, the OEA has provided
information showing that the positions will be used to create a' new
Scheduling and Construction Management Division rather than to
increase the number of new proposals that will be developed. This
division will have, as one of its primary responsibilities, management
oversight of energy bond projects during the design and construction
phases. . The OEA states that it needs to increase its construction
management expertise in order to ensure that projects proceed in a
timely manner.

Our analysis indicates that creation of this division is unnecessary and
duplicative of functions performed by staff in the various departments
that currently implement these energy projects. Those departments have
professional staff to 1mplement the design/construction of these energy
projects along with other major capital improvement projects under their
purview. Moreover, these departments have an incentive to complete
the projects on time, because they are required by contract to pay the
annual bond payments whether the project is completed or not. Thus,
delays in project completion could end up costing the departments,
because they would not be receiving the energy savings to offset the
bond payment.

Consequently, we find that no additional benefit would be provided by
establishing another management group to oversee these projects. We
therefore recommend that the Legislature reduce Item 1760-001-666 by
$240, 000 to delete these five pos1t10ns

OFFICE OF BUILDINGS AND GROUNDS

The Office of Buildings and Grounds (OBG) is respon51ble for main-
taining state office buildings and grounds under the jurisdiction of the
DGS. In addition, the office provides custodial and maintenance services,
as requested, in buildings owned by other agencies.

The budget proposes total expenditures of $72 million for support of
the OBG in 1991-92. This is an increase of $934,000, or 1.3 percent above
estimated current-year expenditures. The proposed increase includes
$88,000 to fund increased rental costs for the Region I office, $1.4 million
to fund increased utility costs, and $264,000 to begin maintenance and
operation of the Caltrans District 4 Office Building in Oakland. The
budget also includes $2.3 million for special repair projects at state office
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buildings, which is a decrease of about $3 million below the amount
budgeted for special repair projects in the current year.

Funds For Maintenance of New Caltrans Building Unnecessary.

We recommend a reduction of $264,000 in Item 1760-001-666 because
the Office of Building Grounds does not need to purchase equipment
and maintenance services for a new Caltrans Office Building in the
budget year.

The budget includes the redirection of two positions and increased
expenditure authority of $264,000 under Item 1760-001-666 for the OBG to
purchase equipment and maintenance services for a new Caltrans Office
Building in Oakland. The building, Caltrans District 4 headquarters, is
expected to be completed in August 1992. The funds would be used to
prepare the building for occupancy, including purchasing such items as
janitorial supplies and contracts for window-washing services.

‘Information provided by Caltrans indicates that they do not intend to
occupy the facility until October 1992. Based on this information, our
analysis indicates that these services are not needed in the budget year.
Although the two additional positions are necessary prior to building
occupancy, they will be redirected from other state office buildings
closed due to the Loma Prieta earthquake. The positions therefore do not
require any increased expenditure authority. Consequently, we recom-
mend a reduction of $264,000 in Item 1760-001-666.

SPECIAL REPAIRS

The budget includes $2.3 million for 62 special repair projects. Special
repairs are projects that continue the usability of a facility at its original
designed level of service. (In ¢contrast, capital outlay projects include new
construction and alterations, extensions and improvements of existing
structures).

Budget Reduces Number of Special Repair Projects

In order to reduce the increase in the rental rate charged to tenants
of state-owned office buildings, the budget does not include funds to
sustain past practice concerning special repairs of these buildings. This
could create deferred maintenance in state-owned buildings and
eventually result in higher costs to maintain/repair the state’s infra-
structure.

The budget proposes expenditures of $2.3 million for special repair
projects at state-owned buildings. This is about $2.7 million less than the
average amount requested for special repairs over the past five years and
$1.7 million less than the request for any one year during that period. The
DGS has six criteria for ranking special repair projects. These include: (1)
projects necessary to prevent harm to a building’s users or to avoid
damage to State property, (2) projects necessary to correct items that
enforcing jurisdictions have cited as out-of-code compliance, (3) projects
to keep buildings secured, (4) energy conservation projects that have a
payback period of seven years or less, (5) projects to increase the comfort
of building occupants, and (6) projects to improve aesthetics and
preserve historically significant structures.
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In the past few years, the budget has included special repair projects
addressing each of these priorities. This has enabled the DGS to largely
avoid creating a deferred maintenance problem in state office buildings.
In order to control the increase in the rent charged to tenants of
state-owned space, however, the proposed budget funds only those
projects necessary to prevent harm to building tenants, or cause imme-
diate damage to a building. With only minor exceptions, projects
addressing code deficiencies, building security, and other priorities are
not.proposed for funding.

While the budget’s approach may save money in the short-run, the
result will likely be the creation of deferred maintenance in state-owned
office buildings. This approach appears to run counter to the administra-
tion’s stated policy of preventing maintenance problems béfore they end
up resulting in the need for high-cost repairs to the state’s infrastructure.

A. Projects For Which We Recommend Approval

We recommend approval of 57 special repmr projects totaling nearly
$2 million. These projects are summarized in Table 5 and range from
$2,000 to test dry standpipes in the San Bernardino state office building to
$497,000 to replace the roof of the Los Angeles state office building.

Table 5
Department of General Services
Office of Buildings and Grounds
1991-92 Special Repair Projects
Projects for Which We Recommend Approval
(dollars in thousands)

Department Request
Number of  and Analyst Recom-
Type of Project Projects mendation

1. Heating, ventilation, air conditioning repairs.............. 19 $449
2. Roof repairs/replacement ..ol 2 587
3. Electrical repair and load test.............................. 12 536
4. Elevator Projects..........coovvviiii i, 2 10
5. State Capitol projects-............c.ociivviiviiin 6 : 129
6. Miscellaneous. ......... e e e e e ees - 18 - 264
Totals.........oooii 57 - $1,975

B. Projects For Which We Recommend Deletion

We recommend deletion of five projects that either (1) are not
properly funded from the BRA, (2) were funded in the current year, or
(3) lack adequate justifications. We further recommend that the
Legislature redirect the $338,000 associated with these project to fund
other priority I and II projects within the Special Repair Program.

We recommend deletion of funds for the following projects:

o $102,000 to retrofit pneumatic controls in the Los Angeles state office

building.

o $146,000 to retrofit lighting fixtures in the Education Building,.

« $57,000 for roof and expansion gate repairs at the State Garage. This

project has merit and should be funded from another source.
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e $23,000 to overhaul hot water boilers for the Los Angeles EDD
Building

o $10,404 for plans and specifications for window and wall insulation for
Office Buildings 8 and 9 (future cost unknown).

A brief discussion of the above projects follows.

Retrofit Pneumatic Controls. The budget requests $102,000 to retrofit
pneumatic controls on air handlers at the state office building in Los
Angeles. This project was funded in the 1990 Budget Act and does not
require additional funding in the budget year.

Retrofit Lighting Fixtures. The budget requests $145,000 to install new
energy-efficient lighting in the Education Building at 721 Capitol Mall.
According to the DGS, the project was not considered for the Energy
Efficiency Revenue Bond Program because it did not have a payback
period of less than 10 years. Since the project does not appear to be
cost-effective and lacks additional justification, we recommend deletion.

State Garage Projects. The budget requests $57,000 for two projects at
the State Garage in Sacramento to (1) repair the roof of the Fleet
Administration Office and (2) repair expansion gates protecting the auto-
shop area. Although these projects appear to have merit, they should not
be funded from the BRA, but instead from the Office of Fleet Adminis-
tration’s facilities and maintenance budget. We therefore recommend a
reduction of $57,000 in Item 1760-001-666 and an increase of $57,000 in
Item 1760-001-003, Motor Vehicle Parking Facilities Monies Account.

Retrofit Boilers. The budget requests $23,000 to overhaul hot water
boilers in the 1525 South Broadway (EDD) Building in Los Angeles. The
Legislature, in Ch 1039/89 (AB 706, Lancaster), authorized the sale of the
1525 South Broadway Building with the receipts to be deposited into the
Employment Development Department Building Fund. This fund is to
be used for the acquisition, construction, or renovation of EDD buildings.
If the project is critical, it should be funded in the current year from
existing special repair funds. If it is not critical, we recommend the
project not be undertaken since the building is scheduled to be sold in the
budget. year and since the proceeds from the sale will benefit the EDD
and not the tenants in other state-owned buildings.

Window and Wall Insulation. The budget requests $10,000 to develop
plans and specifications for window and wall insulation for State Office
Buildings 8 and 9. The future cost of this project is unknown. The budget
request indicates neither the extent of the problem nor how the proposed
solution, additional insulation, addresses that problem. In addition, the
DGS indicates that this project does not have a payback period of less
than 10 years. Because the project is not. cost-effective and lacks
additional justification, we recommend deletion.

Funds Should Be Redirected. As discussed earlier in this Analyszs the
amount proposed for special repair projects does not represent prior
funding levels for sustaining the maintenance of state buildings. Conse-
quently, rather than reduce the budget by the $338,000 associated with
the above projects, we recommend that the Legislature redirect this
amount within the special repair budget to fund other Priority I and II
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projects, as identified in the OBG’s five-year plan. This will help to
continue the state’s past practice of funding needed special repair
projects.

BUILDING RENTAL ACCOUNT

increased Statewide Rental Rate Subsidizes Tenants of New State Office
Building in Los Angeles

We recommend that the Department of General Services charge the
tenants of the new state office building in Los Angeles an annual rental
rate to pay the full bond debt service costs, as well as annual
maintenance/operations costs of the building. We also recommend
that, prior to legislative hearings, the department prepare a report
detailing the budget adjustments that would be necessary for tenants in
state-owned space to meet this policy.

The budget requests $18 million in Item 1760-001-666 to repay the
annual bond payment ($17.9 million) and to purchase property insurance
($119,000) for the new state office building in Los Angeles (the Ronald
Reagan Building). The first payment is due in September 1991.

Background. Construction of the Ronald Reagan Building was fi-
nanced through lease-purchase bonds. The annual payment to bondhold-
ers is approximately $18 million per year. Construction of state office
buildings generally has been financed through a lump-sum appropriation
as part of the state’s capital outlay program. As a result, the only annual
costs normally budgeted for state buildings are the costs for cleaning,
maintenance and providing utilities. These costs are financed through the
BRA which receives funds from rent charged to occupants of state office
buildings.

Over 20 years ago, the state used a form of lease-purchase financing to
construct eight multi-agency buildings. Only one of these buildings has
not been fully repaid. The proposed 1991-92 budget for the BRA 1ncludes
$324,000 for this one building (Santa Ana).

The annual cost for the subsequent revenue bond-financed state office
building (San Francisco), however, is not paid from the BRA. Rather,
when this building was occupied, the Legislature directed the DGS to
charge the occupants the full annual costs for bond debt service and
maintenance/operations costs for the new building. We recommend that
the Legislature continue this policy for the new state office building in
Los Angeles.

Setting Rental Rate At Full Cost Offers Advantages There are two
significant advantages to charging the building tenants the full cost of this
building rather than the alternative of increasing rental rates for all
departments throughout the state. First, when the cost of maintenance,
utilities and debt payments for a limited number of agencies far exceeds
the same costs for the other state agencies in the BRA, the limited
number of agencies are effectively subsidized. The average maintenance,
utilities, and debt payment cost for all agencies in the BRA, including the
bond repayment for the Reagan Building, is projected to be $1.39 per
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square foot per month in 1991-92. If, however, the tenants in the Ronald
Reagan Building paid the full cost of bond repayments, maintenance, and
utilities, the rate for those tenants would be approximately $3.24 per
square foot per month, while the statewide rental rate would be
approximately $1.08. Thus, funding the cost through the statewide BRA
results in a subsidy of approximately $2.16 cents per square foot per
month.

The effect of this subsidy is compounded by the fact that not all tenants
in state-owned space received budget increases to fund the additional
rental rate. For example, the EDD received an increase of $2.4 million to
pay for the increased BRA rate, while the Department of Developmental
Services (DDS) did not receive an increase. The DDS estimates that it
will have to cover the additional $296,000 in rental costs by making
reductions in other program areas. Other departments will have to make
similar reductions in order to subsidize the tenants of the new state office
building in Los Angeles.

The second advantage to this policy is that it protects the purpose of
the BRA, which is to cover the state’s costs for the maintenance,
operation, and repair of state-owned office buildings. If the capital costs
for new state office buildings continue to be financed through the BRA,
then other BRA expenditures, such as utilities, maintenance and spemal
repairs, will have to be reduced to keep the rental rate competitive with
market rates. The Governor’s Budget already reflects this approach, by
reducing expenditures for special repairs by about $3 million. This
problem will be exacerbated if additional projects funded from lease-
revenue bonds, such as the Archives and State Library buildings (both of
which have been funded), are financed through the BRA. For example,
paying off the annual bond costs for each of these buildings through the
BRA would increase the state rental rate by approximately $0.25 per
square foot per month, It is important that the Legislature make a policy
decision now, so that options for financing new state office buildings can
be developed in a timely manner.

Consequently, we recommend that the Legislature direct the DGS to
charge tenants of the Ronald Reagan Office Building rent equivalent to
the cost of bond repayments, maintenance and utilities for the building.
This would be consistent with prior legislative direction on the San
Francisco Building. We also recommend that, prior to legislative hearings
on the budget, the DGS report on the adjustments that would be
riecessary in each agency’s budget to accommodate this policy.

SUPPORT SERVICES PROGRAM

The support services program provides a variety of service and control
functions to state agencies statewide through the following 12 offices:
Administrative Hearings, Fleet Administration, Insurance and Risk Man-
agement, Legal Services, Management Technology and Planning, Pro-
curement, Records ‘Management, Small and Minority Business, State
Police, State Printing, Support Services and Telecommunications.

We recommend approval of the following budgets not discussed
elsewhere in this analysis:
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Administrative Hearings

Fleet Administration

Legal Services

Management Technology and Planning
Records Management

Small and Minority Bus1ness

State Police.

Support Services

Telecommunications

Litigation Costs for Motor Vehicle Claims Continue to Increase

We recommend that the Legislature adopt ‘supplemental report
language requiring the Office of Insurance and Risk Management to
report to the Legislature by September 1, 1991 on alternatives for
reducmg litigation costs incurred in defendmg the state against motor
vehicle insurance claims.

The Governor’s Budget proposes a 14 percent increase of $205,000 in
the current year and a 36 percent increase of $528,000 in the budget year
for the Office of Insurance and Risk Management (IRM) to pay for
litigation costs incurred in defending state agencies against motor vehicle
accident claims. The office bills state agencies for these costs and pays the
Attorney General to defend the state against these claims.

This office provides centralized management of insurance for state
agencies and related services for state and local agencies. Specifically, it
analyzes insurance needs, negotiates insurance purchases for client
agencies, offers insurance advice and consultations, and administers the
Defensive Driver Training Program, the State Workers’ Compensation
and Safety Program, and the Motor Vehicle Liability Self-Insurance
Program. Of these, the Self-Insurance Program (MVSIP) accounts for
over 80 percent of the office’s budget for insurance claims and htlganon
costs.

Litigation costs are the fastest rising cost in this office’s budget. These
costs have increased from $1.1 million in 1988-89 to $2 million in the
budget year. These increases are due to a 57 percent increase in workload’
and a 19 percent increase in billing rates. For the third consecutive year,
the office has received or requested both deficiency appropriations for
the current year and augmentatlons for the budget year.

The DGS indicates that the primary reason for this rapid i increase is the
effect of Ch 1335/86 (AB 3300, Willie Brown) on the timing of civil
litigation. This legislation, the Trial Court Delay Reduction Act, set
timetables to speed up civil trial procedures and reduce case.backlogs.
According to the DGS, the act has resulted in vehicle cases being settled
or tried in court within two years, rather than the. five years allowed,
prior to the legislation. The department believes that legal, court, and
claims costs have increased significantly because (1) many more cases are
being processed per year and (2) the time available to settle out of court
and avoid some of these costs has decreased.

Despite these repeated increases, the office has not con51dered alter—
native methods of addressing this problem. For example, the office could
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consider increasing the number of risk analysts to process claims faster
before they get to the litigation stage. In addition, the office might hire
its own attorneys to handle these claims. Alternatively, the office, in
conjunction with the Attorney General’s staff, could examine the increase
in caseload more closely to determine if state employer or management
practices might somehow be altered to reduce accident claims-and lower
the state’s liability.

Based on our review, we believe that the Legislature should require
the DGS to evaluate alternative means for addressing the increasing
litigation costs. We therefore recommend that the Legislature adopt the
following supplemental report language for Item 1760-001-026:

The Office of Insurance and Risk Management (IRM) shall evaluate and report
to the Legislature on alternative staffing, employee training, management
practices, or other remedies for reducing litigation costs ‘incurred by the
Attorney General in defending the state against motor vehicle insurance
claims. The IRM shall provide the report by September 1, 1991. -

Procurement Options Warrant Review

We recommend that the Legislature adopt supplemental report
language directing the Office of Procurement (OP) to conduct evalu-
ations of specified alternatives for addressing increased future work-
load.

The budget proposes to add 13.5 personnel years, convert five limited
term positions to permanent, and spend $1.8 million primarily for
workload increases and program expansion.

Our analysis also indicates, however, that the OP has not evaluated any
alternatives to increasing staff in order to address its- workload. For
example, the following two alternatives could be a more cost-effective
means for addressing the increased demand for service.

e Delegate procurement authority to agencies that have demon-
strated the capacity to handle that authority and thus reduce OP’s
workload for purchasing line staff. The OP has delegated procure-
ment authority to some agencies in the past. Other agencies have
requested delegations but the OP indicates that it has not yet
“evaluated these requests.

o Inicrease the ceiling on bid purchases exempt from OP review.
According to OP statistics, the number of purchase bids which
require OP review has decreased from 10,000 annually to under
6,000. According to OP, this decrease in workload is due to an
‘increase in the ceiling on bid purchases exempt from OP review. The
ceiling was increased from $5,000 to $10,000 in 1987-88. This increase,
according to the OP, has reduced the staff requirement by three
personnel-years.

Based on our review, we believe the OP should evaluate the advan-
tages and disadvantages of (1) delegating additional procurement au-
thority and (2) increasing the ceiling on bids exempt from review.
Accordingly, we recommend adoption of the followmg supplemental
report language in Item 1760-001-666:
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The Office of Procurement shall report to the Leglslature by September 30,
1991 on the programmatic and fiscal effects which would likely result from
implementing the following alternatives: :

a. Increasing the number of agencies .that have procurement authorlty dele-
gated by the OP. .

b. Increasing the ceiling on procurement exemptlons.

Siaie Printer i is Less Competitive

We withhold recommendation on  $6,450,000 proposed from the
Service Revolving Fund for the Office of State Printing pending review
of alternative methods to reduce or eliminate the need for addmonal
outside contracting. )

The budget proposes an increase of $6,450,000 for material purchases
and direct charges. The budget. proposal includes an increase. of
$5,487,000 in payments to:outside printers and a $963,000 increase for
materials used internally by the OSP.

The Office of State Printing was initially established on the basis that a
centralized support agency could provide quality printing services -at a
lower cost than could be achieved by state agencies contraéting individ-
ually for such services. To the extent that this premise is still valid, the
significant growth in privately contracted printing services appears to
run counter to the original reason for establishing a centralized, internal,
printing function. Due to the specialized nature of certain work products
and scheduling conflicts during peak demand times, it would be unrea-

sonable to expect to have sufficient equipment and personnel to elimi-

nate privately contracted printing work entirely. However, the contin-
ued growth in the use of outside printers. (a proposed total of $11.7 million
in 1991-92) indicates that the state may be losing competitive advantage
with the private sector. If so, that undermines some of the value of having
an internal, centralized operation.

Payments to outside printers have grown dramatlcally in recent years.
Outside printing has grown from 4 percent of the office’s budget in
1982-83 to 22 percent in the budget year. The OSP indicates that it uses
outside printers if it cannot meet the timing or price that the client
requires. The continued increase in the use of outside printers suggests
that the OSP expects to be less able in ‘the near term to meet client
demands.

Accordingly, we believe that the OSP should report to the Leglslature
by April 1, 1991 indicating why it is increasing its reliance on outside
contractors and what alternatives are available to reverse or mitigate this
trend. We, therefore, withhold recommendation on the $5,487,000 pro-
posed increase for outside contractors and the $963,000 for materials
pending recelpt of the OSP’s evaluation.

Printing Cosis for Governor's Budget

‘We recommend that the Legislature shzft the fundmg source for
printing specified .copies of the Governor’s Budget from the General
Fund to the Service Revolving Fund for a General Fund savings of
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$550,000. (Increase Item 1760-001-666 by $550,000 and reduce Item
1760-001-001 by $550,000.)

The budget proposes $550,000 from the General Fund for the OSP to
print, bind, and distribute copies of the Governor’s Budget for a variety
of executive and legislative offices.

Our analysis indicates that the Service Revolving Fund (SRF) is a more
appropriate funding source for this activity because the cost of producing
the Governor’s Budget for use by legislative and executive agencies is a
cost necessary to the basic operation of state government. Generally,
costs of this nature (referred to as central administrative services) are
charged to all state funds on the assumption that the benefits accrue to all
state funds and the programs supported by them.

The costs of providing the Governor’s Budget could be charged to all
funds by shifting the funding source for support of this activity to the
SRF. In the budget year, this action would save the General Fund
$550,000. Thereafter, the OSP would proportionately increase its printing
charges to client agencies to recover the costs borne by the SRF. This
action would result in 44 percent of the costs ($250,000) being charged to
special fund agencies and 56 percent of the costs ($300,000) being
charged to General Fund agencies. Consequently, this action would
result in ongoing net General Fund savings of $250,000. It would increase
the Legislature’s ability to fund other General Fund priorities. A similar
proposal was adopted in the 1990 Budget Act which shifted the funding
source for Capitol building maintenance and certain State Police services
from the General Fund to the SRF.

Capifui Outlay

The Governor’s Budget proposes several appropriations under Item
1760-301-036 for capital outlay expenditures. Please see our analysis of the
proposed General Services Capital Outlay Program in the capital outlay
section of this Analysis which is in the back of this document.

STATE PERSONNEL BOARD
Item 1880 from the General

Fund , Budget p. SCS 129
Requested 1991-92.......ccoveneerennnceeneerieseseeseseseisasioseseeses $15,850,000
Estimated 1990-91 ...........cccoieveninnnnnrersieseesnssissresesessssssssssesens 15,674,000
Actial 1989-90 ........coviiviteeeicenreerrrerseesse e stsnsteseseee s ssesesassaens 15,366,000

Requested increase $176,000 (+1.1 percent)

Total recommended reducton...............ccceenvenreeseeernenseessnnns None

Recommendations PERAING.......coceereveresiereroniseerenssmeesassssonereios 15,850,000
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1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
1880-001-001—Support General $10,639,000
Reimbursements — 5,211,000
Total $15,850,000
‘ . Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Staffing Review. Withhold recommendation on $15.8 million 167
proposed for support of the State Personnel Board pending
receipt and review of a revised staffing proposal.

GENERAL PROGRAM STATEMENT

The State Personnel Board (SPB) is a constitutional body consisting of
five members appointed by the Governor for 10-year terms. The board
has authority under the State Constitution and various statutes to adopt
state civil service rules and regulations.

An executive officer, appointed by the board is responsible for
administering the merit aspects of the state civil service system. (The
Department of Personnel Administration (DPA), which was established
effective May 1, 1981, is responsible for managing the nonmerit aspects of
the state’s personnel systems.) The board and its staff also are responsible
for establishing and administering, on a reimbursement basis, merit
systems for certain city, county, and civil defense employees, to ensure
compliance with federal requirements.

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

The board has 222.9 personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total expendltures of $15.8 million for support of
the State Personnel Board in 1991-92. This is $176,000, or 1.1 percent,
above estimated expenditures for the current year. The proposed
expenditures consist of an appropriation of $10.6 million from the General
Fund and $5.2 million in reimbursements. The General Fund amount is
$11,000, above current-year expenditures. This amount represents a 0.1
percent increase over current-year expenditures. Reimbursements are
expected to increase by $165,000 or 3.3 percent, above estlmated current-
year amounts.

The increase in the SPB budget is due primarily to an increase in
workload and the full-year costs of salary increases granted in the current
year. This increase is partially offset by the $218,000 unallocated trigger-
related reduction. This reduction is included in the proposed budget for
the department in lieu of the reduction that would otherwise be made
pursuant to Chapter 458, Statutes of 1990 (AB 2348, Willie Brown).

. Table 1 summarizes expenditures and personnel-years for each of the
board’s programs, for the past, current, and budget years. The baseline
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adjustments and workload changes proposed for the budget year are

displayed in Table 2.

Table 1

State Personnel Board
Budget Summary
*1989-90 through 1991-92

(dollars in thousands)

Expenditures
Personnel-Years Percent
Change
) : Actual  Est. Prop.  Actual  Est Prop.. From
Program 1989-%0  1990-91 1991-92 1989-90 1990-91 1991-92 1990-91
Merit system administration ...... 1540 1537 153.7 © $14,167 $14,391 $14,712 2.2%
Local government services ....... B P — — 1,043 917 969.." 5.7
Administrative services ........... 718 69.2 69.2 4,333 4,432 4,511 18
Distributed administrative ser- )
CViCe. (71.8) (69.2)  (69.2) —4177T —4,066 —4,124 14
Unallocated trigger-related re-
duction....................el o _ o S — — . =218 R
Totals.....ooovvveiiiiiiens 225.8 222.9 2229  $15366 $15,674 - $15.850 1.1%
Funding Source )
General Fund .............................. R $11,768 810628  $10,639 01%
Reimbursements. ...t i 3,598 5,046 5211 3.3
Table 2
State Personnel Board
Proposed 1991-92 Budget Changes
(dollars in thousands)
General Reimburse-
‘ Fund ments Totals
1990-91 Expenditures (Revised) ...................... $10,628 $5,046 $15,674
Baseline Adjustments
Personnel Services..........cvvviiiiiiiiniiiiiiiiiins $229 $30 $259
Unallocated trigger-related reduction. ...... eevens —218 — —218
~ Subtotals, baseline adjustments .................. ($11) ($30) - ($41)
Workload Changes
Hearing reporters............coooociiiiiins e — $25 $25
Criterion validation and test construction ......... — 19 19
Court interpreters ..........ooociiiiiviiinione, — 52 52
On-line exam service ............ocovvevieinni.n. — 1 1
Technical training ...t — 34 34
On-line automated section exam processing....... — 4 4
Subtotals, workload changes ..................... (=) ($135) + ($135)
1991-92 Expenditures (Proposed) .................... $10,639 $5,211 $15,850
Change From 1990-91:
AMOUNL. ..ottt r i rainanes $11 $165 $176
Pefcent....coooeiiiiiiii i e 0.1%- 3.3% 11%

ANALYSIS AND RECOMMENDATIONS
Staffing Review

We withhold recommendation on $15.8 million proposed for support
of the State Personnel Board pending receipt and review of a revised

staffing proposal for the budget year.

In enacting the 1990 Budget Act, the Legislature expressed its concern
regarding the ability of the SPB to meet its constitutionally and statutorily
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established program responsibilities. These concerns arose, primarily,
because the Governor’s Budget for both 1989-90 and 1990-91 effected
major reductions in SPB staffing and program resources. Accordingly, the
Legislature in the Supplemental Report of the 1990 Budget Act stated
legislative intent that the SPB be fully funded in relation to its legal
responsibilities and requested that the:

o SPB zero-base its budget proposal for its appeals and hearing
functions to ensure sufficient staffing to meet statutory requirements
and timeframes. ;

s State and Consumer Services Agency and the Department of
Finance review SPB’s budget proposal for inclusion in the Gover-
nor’s Budget -for 1991-92.

o Legislative Analyst’s Office analyze the adequacy of the staffing
proposals in her Analysis of the 1991-92 Budget Bill.

The Governor’s Budget proposal for SPB does not reflect a zero-based
budget for the SPB’s appeals and hearings functions. The SPB indicates
that the time required to complete its review precluded consideration of
the zero-base proposal in the normal budget development cycle. It
expects to complete its review and submit a revised budget request this
spring. Consequently, we withhold recommendation on $15.8 million
proposed for the SPB pending receipt of its revised budget proposal.

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Item 1900 from various funds Budget p. SCS 134
Requested 1991-92........ccvvvervvenererernnnnsiserinsnanenes eveerreesseenresaensens $54,622,000
Estimated 1990-91 ... iensrereeseersesen s ssssssesees 56,224,000
Actual 1989-90 ...t enees 46,830,000
Requested decrease $1,602,000 (—2.8 percent) ‘ v
Total recommended reduction...........eeennnnnnienneienssens ‘None

1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund . Amount
1900-001-001—Social Security administration General Fund $27,000
1900-001-815—Retirement administration Judges’ Retirement Fund 282,000
1900-001-820—Retirement administration Legislators’ Retirement Fund 177,000
1900-001-830—Retirement administration Public Employees’” Retirement 46,451,000
Ch 1006/89 for administration of Medicare cov-  Public Employees’ Retirement 138,000
erage for teachers :
1900-001-950—Health benefits administration Public Employees’ Contingency 5,961,000
. Reserve
Government Code Section 22840.2 for adminis- - = Public Employees’ Health Care 330,000
tration of PERS-Care '
1900-001-962—Retirement administration Volunteer Firefighters 76,000
Reimbursements : : — : 1,180,000

Total : '$54,622,000
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' , Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Amortization of Gains/Losses. Find that the budget proposal 172
to amortize gains and losses over a five-year period will
result in General Fund costs, not savings, in 1991-92. Find
also that the General Fund required to support the state’s
expenditure plan is underestimated by $71 ‘million. -

2. Interest Assumption. Recommend that the PERS advise the 173
Legislature during budget hearings on (1) whether there is
an actuarial or economic basis for increasing the interest
assumption to 9.5 percent and (2) what effect the proposal
may have on future benefit payments.

3. Interest Assumption for Local Agencies. Find that the 174
budget proposal will produce unanticipated savings in.con-
tributions by schools ($65 million General Fund) and other
local employers (unknown tens of millions of dollars).

4. Assumption Updates. Recommend that the PERS accelerate 175
its schedule for updating economic assumptions and syn-
chronize its schedule for all actuarial adjustments to more
effectively match decisions that change member benefits
with those that affect employer contrlbutlons '

GENERAL PROGRAM STATEMENT

- The Public Employees’ Retirement System (PERS) administers retire-v

ment, health and related benefit programs that serve over one million
active and retired public employees. The participants in these programs
include state constitutional officers, members of the Legislature, judges,
state employees, most nonteaching school employees and other Califor-
nia public employees whose employers elect to contract for the benefits
available through the system. The proportion of members is approxi-
mately one-third each for state employees, nonteaching school employ-
ees, and the employees of other local government agencies. The PERS
also administers the coverage and reporting aspects of the federal Old
Age Survivors, Disability and Health Insurance (Social Security) pro-

grams, and Medicare coverage for retired teachers (effective January 1,

1990).

The systemn administers a number of alternative retirement plans
through which the state and contracting agencies provide their employ-
ees with a variety of benefits. The costs of these benefits are paid from
employer and employee contributions equal to specified percentages of
each participating employee’s salary. These contributions are designed to
finance the long-term, actuarial cost of the various benefits provided.

The PERS health benefits program offers state employees and other
public employees a number of basic and major medical plans, on a
premium basis.
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The PERS is managed by a 13-member Board of Administration.
Members are appointed, elected by specified membership groups, or
assigned by statute. The PERS has 757 personnel-years in the current
year. :

MAJOR ISSUES

Budget proposal to amortize gains or losses will
result in General Fund costs, not savings, in 1991-
92. :

Budget proposal to amortize gain or losses under-
estimates General Fund requirements for the
state’s expenditure plan by $71 million.

Budget proposal to increase annual rate of interest
from 8.5 percent to 9.5 percent will save General
Fund contributions but could reduce purchasing
power protection in future years. '

Proposal to increase interest assumption will also
reduce K-14 school employers costs by $65 million
and reduce local public agencies costs by unknown
tens of millions of dollars in 1991-92.

OVERVIEW OF THE BUDGET REQUEST

Table 1 summarizes the prior, current and proposed budget-year
expenditures for PERS. It shows that the Governor proposes $41.5 million
to finance the system’s Retirement program, $6.6 million to support the
Investment program, and $6.5 million to finance the Health Benefits
program. The other single largest item is $23 million for administration
that is distributed among the system’s other programs.
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Table 1
Public Employees’ Retirement System
Budget Summary
1989-90 through 199192
(doliars in thousands)
' ; ] Expenditures
Personnel-Year Change From
Actual — Est. Prop. Actual - Est. -~ Prop. 1990-91
Program 1989-90 1990-91 1991-92 -1989-90:-1990-91 1991-92 Amount Percent
Retirement ...................... 5584 5526 - 5658 $37,139 $41,772 $41,186 —$586 —1.4%
Social security ................... 85 12.8 70 426 447 344 103 —23.0
Health benefits.................. 1033 1050 1095 4308 6840 6518 322 47
Investment operations .......... 68.5 75.9 79.3 4957 6338 6,574 236 3.7
Administration (not distrib- .
uted) c.oiviiiiieeaes — 11.0 — — 827 - =827 —
Administration (distributed to
other programs) ............ (2642) (2447) (262.3) (19809) (92,373) (23027)  (654) (2.9)
Totals.......oo.oivailninenst 71387 757137 7616 $46,830 $56224 $54,622 —$1,602 —2.8%
Funding Sources
General Fund ...........cc.ccoiiiiiiiiiiiiviiiie i, 356 354 $27  —827 —350.0%
Judges’ Retirement Fund .........................c...c.e, 262 277 282 5 18
. Legislators’ Retirement Fund................................. 158 176 177 1 06
Public Employees’ Health Care Fund....................... — 34 330 6 51
Public Employees’ Retirement Fund ....................... 41957 47832 46589 —1243 26
Public Employees’ Contingency Reserve Fund ............. 4233 6302 -59%1 =341 -54
Volunteer Firefighters’ Length of Service Award Fund..... 10 75 76 1 13
Reimbursements.............c.ocviivureieaeiiiiiiiiiiainins 854 1194 LIS -4 12
Table 2
Public Employees’ Retirement System
_Proposed 1991-92 Budget.Changes
{dollars in thousands) .
_ - - All Funds
1990-91 Expenditures (Revised) .........cocoovviiiiininiiiiiii $56,224
Baseline Adjustments :
Employee compensation adjustment.................ocoiiin $604
Adjustments for one-time expenditures.............coeviiiiiiiiiii 140
Pro rata decrease............ N PR (2,784)
Salary savings revision ... PR N (559)
(0000410 £ Tt 1= 0 (oL T e O S P P N 433
N S U S P T SRR 181
DAt ProCessing ... . vovvivmieriieniiiiniiii v (241)
CMISCEllanEOoUS. .. ..o e (103)
Subtotal, baseline adjustments..............coooviiii ($2,329)
Workload Changes )
Printing costs.......... PP e e $5
Personnel staff..........ooviiriitii s 41
Date entry staff .........oviiiiniiiii 51
Technology support staff. .............oooiiiiiiii 63
Subtotal, workload changes............ OO $160
Program Changes
Internal auditor SUPPOTt ...0..cvviviiiiii i 503
Investment contract auditor............oooviiiiiii e 64
Subtotal, program changes ... $567
1991-92 Expenditures (proposed) ............cocoviiiiiit i, $54,622
Change from 1990-91: ‘
501100 1 O ($1,602)
PerCent ... oot —2.8%
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Table 2 summarizes the significant changes proposed in the PERS
budget in 1991-92. The largest proposed change is a decrease of $2.8
million in pro rata charges. These are charges assessed by the Depart-
ment of Finance for services provided by certain state agencies like the
State Controller and the State Treasurer. Other significant changes
reflected in Table 2 include a $433,000 increase for contract services, an
increase of $604,000 for the full year costs of salary increases granted in
the current year, an increase of $567,000 for expanding the internal audit
function, and a decrease of $559,000 related to departmental salary
savings. .

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes total expenditures of $54.6 million (including
$1,180,000 in relmbursements) from various funds for the administrative
support of the PERS in 1991-92. This is $1.6 million, or 2.8 percent, below
estimated current-year expenditures.

Our analysis indicates that the amount requested to carry out the’
PERS’ existing responsibilities is reasonable.

Below we analyze the budget proposal affectmg state and local
agencies’ contributions for benefits.

Budget Proposes Change in Amortization Period for Actuarial
Gains/Losses

We find that the budget proposal to amortize gains and losses over
five years is likely to increase rather than decrease General Fund costs
Jor 1991-92 through 1996-97. We find also that General Funds required
to support the state’s expenditure plan is underestzmated by $71
million,

Budget Proposal. The Governor’s Budget proposes to reduce the
state’s employer contributions for retirement benefits by $127 million
($70 million General Fund) by amortizing actuarial gains_‘anticipated for
the 1989-90 fiscal year over a five-year period beginning in 1991-92. The
PERS Board of Administration approved a similar amortization period for
1988-89 gains, thus, reducing contributions by $133 million ($73 million
General Fund) annually for five years, beginning in 1990-91. The budget
also proposes that the PERS amortize all future gains or losses over
five-year periods.

The actuarial gain or loss represents the amount by which a retirement
system’s performance exceeds the actuarial assumptions in any fiscal
year, thus, requiring an adjustment in the employer contribution rate.
Historically, the PERS has amortized annual actuarial gains or losses over
the time period used to amortize the system’s unfunded liability. That
period currently is 40 years. By amortizing the gains or losses over a
shorter period of time, the contribution rates would be raised (for a loss)
or lowered (for a gain) more sharply than if they were spread out over
a longer period of time. - ,



Item 1900 STATE AND CONSUMER SERVICES / 173

Analysis. Based on our review, we find that this proposal is flawed
because it will (1) increase rather than decrease costs for five years
beginning in 1991-92 and (2) reduce the stability of employer contribu-
tion rates from year to year.

o Proposal Increases General Fund Costs. The PERS indicates that
the actuarial adjustment for 1989-90 will be a loss and not a gain as the
Governor’s Budget assumes. According to the PERS, the Governor’s
Budget assumption does not take into account a significant change in
certain noneconomic assumptions used by the PERS to estimate the
net actuarial gains and losses for 1989-90. Taking these factors into
account, the PERS indicates that it will realize an actuarial loss of $79
million ($43 million General Fund). Thus, if PERS were to imple-
ment the budget proposal, this loss would be concentrated in a
five-year period rather than the remaining 39-year amortization
period, effectively increasing rates for that period, above what they
would have been otherwise. Consequently, the General Funds
required to support the state’s 1991-92 expenditure plan is underes-
timated by about $71 million. Of this amount, $70 million is due to
assumed gains which will not materialize and $1 million is due to the
actuarial loss, which the PERS presumably will amortize over its
normal funding period.

o Reduces Stability of Employers’ Rates. In previous Analyses we
have indicated that smoothing out annual fluctuations in the employ-
ers’ contribution rates results in a more stable retirement system
because its funding needs are known, to a large degree, from year to
year. The budget proposal would accentuate annual changes in the
system’s fundlng needs.

Budget Proposes Increase in Interest Assumption

We recommend that the PERS advise the Legislature during budget
hearings on (1) whether there is an actuarial or economic basis for
increasing the interest assumption to 9.5 percent and (2) what effect the
proposal may have on future benefit payments.

Budget Proposal. The Governor’s Budget proposes to increase from 8.5
percent to 9.5 percent the rate of return on assets (interest assumption)
used to calculate funding needs for the PERS. This action would
effectively lower the state’s employer contribution and the budget
projects that state savings of $156 million ($86 million General Fund) will
result in 1991-92.

Analysis. Based on our review of the budget proposal, we find that in
addition to the budget savings there are several other issues that the
Legislature should consider in evaluating this proposal.

o Interest Assumption Should Reflect The Average Return Expected
Over a 40-Year Period. The budget proposal to increase the interest
assumption is based on past investment performance which has
yielded returns ranging from about 11 percent to 13 percent over the
past eight years. OQur review indicates that although historical
investment performance has exceeded the existing interest assump-
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tion, it is not clear that it will continue to exceed the proposed 9.5
percent rate of return assumption by a prudent margin in the future.
For example, much of the extraordinary investment returns in the
last four years has been due to divestment of stocks in firms doing
business in South. Africa which for the most part is completed.
According to the PERS’, the interest assumption should reflect the
average return expected over the balance of the amortization period.
By basing the proposal on recent past performance only, the
increased interest assumption may not reflect expected performance
over the balance of the amortization period.
o Proposal May Affect Ability to Provide Future Beneﬁts To Certain
- Retired Members. The Investment Dividend Disbursement Account
(IDDA) within the Public. Employees’ Retirement Fund provides
funding to augment retirees’ allowances so that they maintain at least
75 percernt of their original purchasing power. The IDDA is funded
through earnings on employee contributions in excess of the assumed
interest rate. These excess funds continue to flow into the IDDA until
a five-year reserve of future benefits is achieved. Further excess
earnings on employee contributions then flow into the Extraordinary
Performance Dividend Account (EPDA) providing retirees addi-
tional protection up to 80 percent of original purchasing power.
According to the PERS, the IDDA and the EPDA reserves are fully
funded. Therefore, the budget proposal will not affect the payment
of benefits in the near future. However, by reducing the flow of
funds into these accounts, the proposal could affect, to some degree,
the ability to pay these additional benefits in the long term.
e Proposal Could Increase Incentive for Members to Withdraw
Contributions. Since the assumed rate of return is also used to
calculate the amounts owed to members who leave the system before
retirement, the proposal would result in future increases to balances
in individual member accounts. These higher balances may provide
an additional incentive for members to withdraw their contributions
when leaving state service in lieu of retirement. Member withdraw-
als can have a significant effect on the system. Generally, early
withdrawals of member deposits. produce a gain for the system
because the employer’s contribution is retained in the system. To the
extent that the actual early withdrawals exceed the assumed rate of
early withdrawals, the system will experience an actuarial gain.
Recommendation. Based on our review, we find that the Legislature
needs more information on several issues related to the Governor’s
proposal. Accordingly, we recommend that the. PERS advise the Legis-
lature during budget hearings on (1) whether there is an actuarial or
economic basis for increasing the interest assumption to 9.5 percent and
(2) what effect the proposal may have on future benefit payments.
Proposed Interest Assumption Produces Unanticipated Savings

We find that the proposed change in the interest assumption will
result in savings of $65 million for K-14 schools and unknown tens of
millions of dollars for other local public agencies.
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The proposed change in interest assumptions would be applied to
school and other local government employers whose employees comprise
about one-third each of the PERS membership. This is because the PERS
applies all economic assumptions to all employers and member retire-
ment classes. Virtually all school districts use the PERS as the retirement
system for their nonteaching personnel. Over 1,000 local governments
contract with the PERS for retirement benefits. If the interest rate
increase were applied to the employers’ contributions for these members,
we estimate that the schools would save about $65 million and local
agencies would save unknown tens of millions of dollars in the budget
year.

Contribution Rates Influenced by Timing of the PERS Statistical Updates

- We recommend that the PERS consolidate its schedule for updating
actuarial assumptions annually so that the system and the Legislature
can more effectively match decisions that change member benefits with
those that affect employer contributions.

Employer contribution rates are recalculated annually by the PERS
based on the latest data regarding a variety of factors. Investment
earnings, new benefit costs, member behavior, and economic factors are
all recalibrated periodically, though not necessarily during the same time
intervals. For example, new benefit costs and investment earnings are
calculated annually. Member behavior patterns regarding rates of with-
drawals from the system, life expectancy, disability retirement, service
retirement, or other so-called, noneconomic assumptions, were reevalu-
ated in 199091 and will be examined every three years thereafter.
Economic factors such as inflation rates, interest rates, and salary
increases will be computed in 1991-92 and triennially thereafter. Conse-
quently, in a given year, a changing array of factors influence the
direction of contribution rate adjustments in a manner that is difficult to
predict.

For example, the PERS indicates that state payroll is assumed to grow
by 4 percent annually. Since payroll is an economic assumption that is
scheduled to be recalculated along with others in 1991-92, the revised
assumptions will not be incorporated into the employer contribution
rates until 1992-93. However, if the Governor’s Budget assumption for no
raises for state employees were incorporated into the calculation of
1991-92 employer contnbutlons the state would save 4 percent or about
$40 million.

“We believe that the PERS should accelerate its update of economic
assumptions to the current fiscal year and consolidate its schedule of all
actuarial adjustments annually:in the future. This would capture what-
ever changes in these assumptions are indicated by the data for incorpo-
ration into the 1991-92 rates. More importantly, perhaps, is that this would
give the system a comprehensive update of all relevant indicators,
economic and noneconomic, every fiscal year. By doing so, the PERS, and
the Legislature, would obtain a more accurate assessment of the cumu-
lative effect of benefit changes, member behavior, and economic condi-
tions. This comprehensive view would allow the PERS and the Legisla-
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ture to make more informed policy decisions to better balance new
benefits with manageable adjustments to state contributions. We recog-
nize that this change in procedure will have a budgetary impact on the
PERS. Accordingly, the PERS should report to the fiscal committees on
the budgetary impact of this new procedure.

STATE TEACHERS’ RETIREMENT SYSTEM

Item 1920 from the State
Teacher’s Retirement Fund

and other funds Budget p. SCS 142
Requested 1991-92.........cccoevvernvuernenennas rertesenee et ras et e b e e resaesasaes $222 522,000
Estimated 1990-91 ........cccoerrirrririeeiereisereseneseeesesesesessesesssasane 204,405,000
Actual 1989-90 .........ccourrrierrrneerirrrersseeseeeseseninneseseossasssesensessiases 182,277,000

Requested increase $18,117,000 (+8.9 percent) , ’
Total recommended reduction...........iniicninerncinnnnn, None

1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
1920-001-835—Retirement administration State Teachers’ Retirement $27.914,000
Education Code Section 24701 COLA adminis- State Teachers’ Retirement 97,000
tration . (Retirees’ Purchasing Power
Protection Account)
1920-001-963—Annuity administration Teacher Tax-Sheltered Annuity 66,000
Administration
Reimbursements - 239,000 -
Education Code Secticn 22206 purchasing State Teachers’ Retirement 119,206,000
power protection
Total ) $222.522 000

GENERAL PROGRAM STATEMENT

The State Teachers’ Retirement System (STRS) was established in 1913
as a statewide system for providing retirement benefits to public school
teachers. Currently, the STRS serves over 340,000 active and retired
members. The system is managed by the State Teachers’ Retirement
Board, and is under the administrative _]urlSdlCthn of the State and
Consumer Services Agency.

The primary responsibilities of the STRS include: (1) maintaining a
fiscally sound plan for funding approved benefits, (2) providing autho-
rized benefits to members and their beneficiaries in a timely manner, and
(3) furnishing pertinent information to teachers, school districts, and
other interested groups. In addition to having overall management
responsibility for the STRS, the board has the authority to review
applications for benefits provided by the system.

The STRS has 370.4 personnel-years in the current year.
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OVERVIEW OF THE BUDGET REQUEST

The $222.5 million budget for the STRS includes $194 million for
purchasing power benefits and $28.3 million for the STRS administration.
Funding for purchasing power benefits is provided by statute and the
funding for the STRS administration is requested in the Budget Bill.

Table 1 shows STRS expenditures, by program, for the past, current,
and budget years. Table 1 also indicates that the STRS proposes to fund
373.5 personnel-years in the budget year — a net increase of 3.1
personnel-years from the current-year level.

Table 1
State Teachers’ Retirement System
Budget Summary
1989-90 through 1991-92
(dollars in thousands)

) Change From
Actual  Estimated Proposed 1990-91
Program - . - 1989-90 - 1990-91 1991-92  Amount  Percent
Administration
Executive office................... e $395 $598 $598 — —
Legal office ......covvvenvvennininniinnnn. 828 910 910 — —_
Administration and program analysis..... 313 551 551 —_ —
Administrative services.................... 524 766 766 —_ —
Public Affairs.............c.ooiiniii, 523 . 733 683 ($50) —638
Fliscal Services........ovvvvivivnieriiennnnns 5,722 5,547 - 3,452 (2,095) -318
Audit services................ ST 277 . 409 409 — —
Subtotals, administration ................ $8,582 $9,514 $7,369 ($2,145) —-22.5%
Investment Services .......................... $1,030 $2,050 $2,127 $77 3.8%
Client Services
Administration ... $635 $543 $566 $23 42%
External operations........................ 2,501 2,115 2,790 75 28
Member SEIviCes. .....cvveerrvinrrerinnnes 6,061 7,270 7,643 373 5.1
Subtotals, client services ................ $9,197 $10,528 $10,999 $471 45%
Operation Systems .
Administration ...........c.cooiiniin $129 $200 $200 — =
Accounting........ooveveiiiiiiiiiiniiinin. 1,696 2,128 2,348. $220 10.3
Data processing..........ccviveiiiniininin. 5435 5271 5273 2. —
Subtotals, operation systems ............ $7,260 $7,599 $7.821 $222 2.9%
Purchasing Power Protection for Retirees.. $156,208  $174,714 = $194,206 $19,492 11.2%
Total Expenditures...................... $182,277  $204,405  $222.522 - $18,117 89%
Funding Sources
Teachers’ Retirement Fund:
Supplemental Benefit Maintenance Ac-

COUNE. ...ooeee et eneeieiiiiiiianeeeean, 3156208  $174714  $194206  $19492 —
Program Administration................... 26,069 29,691 28316 (1,375) —46%
Retirees’ Purchasing Power Protection ‘

ACCOUNE ... oiveiiiiiei it 97 97 97 — —
Teacher Tax-Sheltered Annuity Fund..... 59 66 66 — —

Reimbursements .............c.cveienennnnes 305 239 239 —

Personnel-years...........ccooooiiiiininnn, 3345 3704 37135 223.1 0.8%
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ANALYSIS AND RECOMMENDATIONS
‘We recommend approval.

" STRS Administration. The budget requests $28.3 million from the
State Teachers” Retirement Fund (STRF), two other special funds, and
reimbursements for administrative support of the STRS in 1991-92. This is
a net decrease of $1.4 million, or 4.6 percent below estimated current-
year expenditures. The proposed amount includes funding for client
services ($11 million), investment management ($2.1 million),; adminis-
tration ($7.4 million), and system operations ($7.8 million).

Table 2 shows the specific changes proposed for the budget year. The

major changes include the following items:

e $2.2 million decrease in pro rata charges.

s $616,000 reductions in expenditures for technical adjustments to
employee compensation and equipment.

s $343,000 in workload increases in data processing and accounting
support.

e $290,000 in program changes through computer software for member
services and administration of one-year final compensation.

Table 2

_ State Teachers’ Retirement System
Proposed 1991-92 Budget Changes
(dollars in thousands)

State Teachers’ STRS
Retirement Purchasing
Fund Power
199091 Expenditures (Revised) ...........c.cociiiiiiiiinienan, $30,093 ’ $174,714
Baseline Adjustments
Pro rata charges.........cooiviciinii i e ($2,249)
Purchasing power protection.............cccoivieiiniiinin, — $19,492
One-time expenditures:
_Equipment.............. e e (123) —_
1990-91 employee compensation adjustments ............... (493) —
Salary inCreases .........ovvivivniiinniii i e 658 —
Staff benefits ............ocviiiiii i e 287 -
Miscellaneous. ........ovviiiiieii . (88) —
- .-Subtotals, baseline adjustments....................oceeeeeni. ($2,008) $19,492
Workload Changes
Data processing .........cooviviiiiniiiii i 170 —
Accounting ........ooviiiiiiii . 173
Subtotals, workload changes...... et TP $343 —_
Program Changes .
One-year final compensation (AB 123) .............ococveiiiis 115 —
Computer software for member services...................... 175 —
Subtotals, program changes ..................o, $290 —
1991-92 Expenditures (Proposed).........c..ooocoiivveiiena.. $28,718 $194,206
Change from 1990-91:
AIOUNL. ...ttt it et e e e eneaaaas ($1,375) $19,492

PerCent. .. .o s —4.6% 112%
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Purchasing Power Protection. Chapter 115, Statutes of 1989 (SB 1407,
Cecil Green), and Chapter 116, Statutes of 1989 (SB 1513, William
Campbell), established a funding mechanism that provides purchasing
power protection benefits to retired teachers. Prior to these acts, the
Legislature provided purchasing power benefits primarily through ap-
propriations in the annual Budget Act. Of the $204 million shown in
Table 1 for 199091, $174 million is for purchasing power protection.
During 1991-92, $194 million in purchasing power protection is appropri-
ated by statute from the STRF — an 11 percent increase over the current
year. This increase is due to the inflation estimate for benefits in 1991-92.

The statutes create the Supplemental Benefit Maintenance Account.
This account is funded with transfers from the STRF sufficient to ensure
that retired members of the STRS receive benefit payments equal to at
least 68.2 percent of the value of their initial benefit. These transfers will
be repaid with interest through scheduled annual payments from the
General Fund. During the budget year, the General Fund will repay $117
million to the STRF.

STATE TEACHERS’ RETIREMENT SYSTEM—REVERSION

Item 1920-495 from the State
Teachers’ Retirement Fund Budget p. SCS 144

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes to revert $42, 750 to the State Teachers’ Retire-
ment Fund (STRF) from the unencumbered balances of a legislative
appropriation. Chapter 1004, Statutes of 1989 (AB 50, Elder), appropri-
ated $100,000 from the STRF to reimburse local employers for the costs of
negotiating alternative benefits for affected State Teachers’ Retirement
Systern members.

- DEPARTMENT OF VETERANS AFFAIRS AND VETERANS’
HOME OF CALIFORNIA

Items 1960-1970 from the
General Fund and various

special funds ‘ . Budget p. SCS 147
Requested 1991-92 .......rceriinienresessssesesssseeressasssasissssessesns $1,327,753,000
Estimated 199091 ...............c...... reeeteseeessrereres s essetessraesatesanaaantens 1,243,345,000
Actual 1989-90....c..ccimiirerierireivrennesrenienensesieresesesiosasenessastessensesses 1,065,646,000

Requested increase $84,408,000 (+6.8 percent)
Total recommended TedUCHON ..o - None
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1991-92 FUNDING BY ITEM AND SOURCE

Itern—Description Fund Amount
1960-001-001—Support General $2,606,000
1960-001-592—Support .. Cal-Vet Farm and Home 1,132,000
1960-101-001—Local assistance General ) 1,680,000
1970-011-001—Veterans’ Home General 28,056,000
1970-011-036—Veterans’ Home Special Account for Capital © 242,000
Outlay
1970-011-890—Veterans’ Home Federal Trust 11,849,000
Reimbursements 8,669,000
Total, Budget Bill appropriations ‘ ($54,234,000)
Continuing Appropriation—Support Cal-Vet Farm and Home $19,640,000
Continuing Appropriation—Loans Cal-Vet Farm and Home 1,249,739,000
Continuing Appropriation—Support Cal-Guard Farm and Home ©T o +118,000
Continuing Appropriation—Loans Cal-Guard Farm and Home 4,022,000 -
Total : : » $1,327,753,000
Analysis
SUMMARY OF MAIJOR FINDINGS AND RECOMMENDATIONS page

1. Legislative Oversight. The Department of Veterans Affairs . 182
received 2 percent of the available funds from a new
program that provides home loans to low-mcome, first- tlme
home buyers.

GENERAL PROGRAM STATEMENT

The Department of Veterans Affairs (DVA) prowdes services - to
California veterans and their dependents, and to eligible members of the
California National Guard, through five programs: '

1. Cal-Vet Farm and Home Loan. This program provides low-interest
farm and home loans to qualifying veterans, using proceeds from the sale
of general obligation and revenue bonds.

2. Veterans Claims and Rights. This program assists eligible veterans
and their dependents in obtaining federal and state benefits by providing
claims representation, county subventions, and direct educational assist-
ance to qualifying veterans’ dependents. ,

3. The Veterans’ Home. The home provides approximately 1,350
California war veterans with several levels of medical care, rehabilitation
services, and residential services.

4. Cal-Guard Farm and Home Loan. ThlS program prov1ded low-
interest farm and home loans to qualifying National Guard members,
using proceeds from the sale of revenue bonds. The Military Department
advises that in 1986 it decided to stop providing new loans under this
program because of a lack of interest by guard members due to the fact
that interest rates required under the program were not competitive. As
a result, no new loan applications have been accepted since May 1, 1986,
and the current program involves only maintenance and serv1cmg of the
existing loan portfolio.
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5. Administration. This program provides for the implementation of
policies established by the California Veterans Board and the department
director.

The department has 1,277.3 personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes expenditures totaling $1.3 billion from various
state and federal funds for support of the DVA and the Veterans’ Home
of California in 1991-92. This is an increase of $84.4 million, or 6.8 percent;
above estimated current-year expenditures. The increase reflects the
following changes:

¢ An increase of $131,000, or 0.5 percent, in General Fund support for
the Veterans’ Home. This primarily results from full-year costs of
salary increases provided in the current year. The Governor’s Budget
also includes an unallocated trigger-related reduction of $562,000 in
funding for the DVA and the Veterans” Home. This reduction is
included in the proposed budget for the DVA and the Veterans’
Home in lieu of the reduction that would otherwise be made
pursuant to Ch 458/90 (AB 2348, Willie Brown).

o An increase of $83.4 million, or 7 percent, in special funds. Nearly all
of this increase is in the Cal-Vet loan program, primarily to reflect
increased loan costs.

¢ An increase in federal funds of $446,000, or 3.9 percent, the result of
an increase of one-time expenditures from the current year to equip
various facilities at the Veterans’ Home.

e An increase in reimbursements of $244,000, or 2.9 percent, primarily
reflects increased receipts from member fees at the Veterans’ Home.

Table 1 provides a summary, by fiscal year and funding source, of all
expenditures, including expenditures for loans, debt service, and taxes in
the Cal-Vet and Cal-Guard loan programs.

Table 1
Department of Veterans Affairs
Summary of Expenditures and Funding Sources
1989-90 through 1991-92
(dollars in thousands)

Percent
Change
Actual Est. Prop. From
Expenditures by Funding Source 1989-90 1990-91 1991-92 1990-91
General Fund
Administration ........ccoooeiiiiiiii i $2,546 $2,621 $2,606 —0.6%
Veterans Service Offices....................... 1,750 1,750 1,680 —-40
Veterans’ Home............cooeviieneeiniina 25,567 271925 - 28,056 0.5
Subtotals, General Fund....................... ($29,863) ($32,296) ($32,342) (0.1%)
Veterans Farm and Home Building Fund
Administration .........coceviiiiiii i $19,060 $26,549 $20,772 —21.8%
Loans, debt service, taxes............coovvveenn. 992,063 1,160,547 1,249,739 7.1

Subtotals, Cal-Vet Fund ....................... ($1011,123)  ($1,187,06)  ($1,270,51) (1.0%)
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California National Guard Members Farm and

Home Building Fund . -
Administration ............coociiiiiin $95 $118 $118 —
Loans, debt service, taxes....................... 3,594 4007 4,022 04%
Subtotals, Cal-Guard Fund .................... ($3,689) ($4,125) (84,140 (0.4%)
Federal Trust Fund—Veterans’ Home........... $11,858 $11,403 $11,849 3.9%
Special Account for Capital Qutlay.............. $105 — $242 -
Reimbursements N
Administration .................... i $228 $230 $234 1.7%
Local assistance .............coeiereriiirenannnns 577 562 561 -
Veterans Home...........ccoovivivineinnnn. .. 8,203 7,633 7874 32
Subtotals, Reimbursements.................... ($9,008) ($8,425) ($8,669) &Q%)
Totals, Expenditures ............c.o.coieivenn, $1,065,646 - - $1,243,345  $1,327,753 6.8%

“ Not a meaningful figure.

Table 2 summarizes the department’s expenditures and personnel-
years, by program, for the past, current, and budget years. |

Tab!e 2
Department of Veterans Affairs
Program Summary
1989-90 through 199192 -

{dollars in thousands)

Percent

" Change
Actual Est. Prop. From

Programs 1989-90 1990-91 . 1991-92 1990-91

Cal-Vet Farm and Home Loan.................. $1,011,123 $1,187,096 $1,270511 .. 7.0%
Cal-Guard Farm and Home Loan............... 3,689 4,125 4,140 04
Veterans Claims and Rights ..................... 4,954 4,382 4411 0.7
Veterans’ Home...............oooeninn 46,475 47,742 . 49,253 3.2
Veterans’ Home of Southern California......... 105 — L = —
Administration (distributed) .................... (2,077) (1,955) (1,994) (2.0)

Unallocated reduction .....................e..e — — —562 ="

Totals. oo e $1,065,646 $1,243,345 $1,327,753 6.8%

Personnel-Years.....................cociieneeninin )

Cal-Vet Farm and Home Loan.................. ~ 266.0 2785 2785 —
Cal-Guard Farm and Home Loan............... 41 24 24 —
Veterans Claims and Rights ..................... 324 354 354 —
Veterans’ Home.............ccviiiiiiinnnaann, o47.1 961.0 961.0 —
Administration (distributed) .................... (34.1) (34.2) (34.2) =
Totals. ..ovive s 1,249.6 12773 1,277.3 —

* Not a meaningful figure.

ANALYSIS AND RECOMMENDATIONS
Legisiative Oversight

The department received 2 percerit of the available funds from a new
program that provides home loans to low-income, first-time home

buyers.
Chapter 30, Statutes of 1988 (SB 1692, Roberti), established the Home
Purchase Assistance (HPA) Program to provide home buying assistance
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to both California veterans and other first-time home buyers receiving
assistance through the California Housing Finance Agency (CHFA). The
program is designed to make the purchase of homes more affordable to
first-time buyers. We have found -that the DVA has received a small
amount of the total funds available through the HPA Program to loan out
to qualifying veterans. We include the discussion of this issue under the
DVA’s budget, because the CHFA'’s budget is exempt from the annual
budget review process under the provisions of Sectlon 51000 of the
Health and Safety Code.

Homeownership Opportunities for Veterans. The DVA currently
provides assistance to veterans through its Cal-Vet Farm and Home Loan
Program. Within the program, qualifying veterans can purchase homes
using a variety of financing schemes. For example, the DVA operates its
own specialized loan program. for veterans who meet certain income
criteria.

The HPA Program provides low interest deferred-payment loans to
first-time home buyers who purchase housing financed by the CHFA or
the DVA. Voters approved two continuous appropriations of $25 million
each for the program in the Housing and Homeless Bond Act of 1988 and
the Housing and Homeless Bond Act of 1990. Chapter 30 also provides
that the CHFA administer the HPA Program and contract with the DVA
to provide services to veterans or provide services directly.

DVA Has Received 2 Percent Of The Funds Available. 1.ast year in the
Analysis of the 1990-91 Budget Bill, we found that although Chapter 30
requires the CHFA and the DVA to work together to ensure that
qualifying veterans receive information and services from the HPA, the
two departments had not communicated with each other regarding the
program. The Legislature adopted supplemental report language in the
Supplemental Report of the 1990 Budget Act requiring the DVA and the
CHFA to report quarterly on their plans for coordinating the adminis-
tration of the HPA Program and the number of loans the DVA awarded
to veterans. Subsequently, the departments reported that they entered
into an interagency agreement in August 1990 and that the DVA received
$500,000 of HPA funds to provide home purchase assistance to low-
income first-time veteran home buyers. The DVA advises that since the
departments were unsure of the demand for HPA loans among veterans,
they decided to start with the relatively small contract of $500,000.

By December 31, 1990 the DVA had committed all of the $500,000 to 24
qualified veterans. The DVA advises that after the Housing and Homeless
Bond Act of 1990 passed in June authorizing an additional appropriation
of $25 million, it requested an additional $5 million from the CHFA. By
that time, however, the CHFA had already committed all but $500,000 to
banking institutions. Therefore, the DVA could only receive an additional
$500,000 allocation, bringing its total to $1 million of the $50 million
available for the HPA Program, or 2 percent of the total funds. The DVA
estimates that the additional $500,000 allocation will be committed to
California veterans by the end of February 1991.

881518
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DEPARTMENT OF VETERANS AFFAIRS AND VETERANS' HOME OF
CALIFORNIA—Continued

Neither Chapter 30 nor the bond acts addressed how much of the total
funds available would be provided to the DVA to loan to qualifying
veterans. The DVA advises that it requested $5 million from the CHFA
because that was its estimate of the need for HPA loans among veterans.
Veterans, however, are also eligible to access the HPA loans through the
CHFA, although neither the DVA or the CHFA have an estimate of how
many veterans have received HPA funds through the CHFA. Therefore,
veterans may ultimately receive more of the HPA funds than the $1
million allocated to the DVA. If the Legislature chooses to place similar
bond acts on the ballot in the future, it may wish to consider being more
explicit on (1) the administrative responsibilities of the departments
involved and (2) how much of the total funds available should be
allocated to the DVA for loans to qualifying veterans. ’

Capital Outlay ‘

The Governor’s Budget proposes several appropriations beginning
with Item 1970-301-036 for capital outlay expenditures for the Veterans’
Home. Please see our analysis of the proposed Department of Veterans
Affairs Capital Outlay Program in the capital outlay section of this
Analysis which is in the back of this document.





