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State and Consumer Services Agency 

MUSEUM OF SCIENCE AND INDUSTRY 

Item 1100 from the General 
Fund Budget p', SCS 1 

Requested 1983-S4 ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

$5,472,000 
4,204,000 
3,944,000 

Requested increase (excluding amount for salary 
increases) $1,268,000 (+30.2 percent) 

Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$413,286 

Analysis 
page 
147 1. Contractual Agreements. Recommend that the Legisla­

ture require prior notification by the museum of any con­
tractual agreements with the Olympic Committee. 

2; Contractual Agreements. Recommend adoption of 
Budget Bill language requiring that the Legislature be noti­
fied before the museum enters into any real estate con- , 

147 

, tracts. ' 
3. Hall of Economics and Finance. Reduce Item 1100-001·001 

by $31~548. Recommend private funding be used to sup­
port staff for the hall. 

4. Museum of Aerospace Sciences. Reduce Item 1100·001·001 
by $33,016. Recommend deletion of two positions which 
have not been justified on a workload basis. -

5. Parking Lot. Reduce Item 1100·001·001 by $27,000. Recom-

'
mend funding for temporary help be deleted, because the 
need for additional temporary help has not been estab­
lished. 

6. Unneeded Equipment. Reduce Item 1100·001·001 by 
$33, 722. Recommend deletion of unjustified equipment 
purchases. 

7. Security. Recommend technical correction to shift $1,152,-
000 from consulting and professional services-external to 
consulting and professional services-internal, to properly 
reflect interdepartmental services to be provided by the 
State Police. 

GENERAL PROGRAM STATEMENT 

149 

150 

151 

151 

153 

The Museum of Science and Industry (MSI) is an educational, civic and 
recreational center located in Exposition Park in Los Angeles. It, is admin­
istered by a nine-member board of directors appointed by the Governor. 
The museum's programs and exhibits are designed to stimulate the pub­
lic's interests in and knowledge of science, economics and industry. A 
portion of the program is financed by the Museum Foundation Fund, 
which is supported by private contributions. Several facilities of the mu­
seum are available to public and private groups for education, recreational 
and civic functions. 

Associated with the Museum of Science and Industry is the Museum of 
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MUSEUM OF SCIENCE AND INDUSTRY-Continued 
Afro-American History and Culture. Its exhibits, which first received state 
support in 1981-82, currently are displayed in MSI facilities. 

The museum also owns and operates 26 acres of public parking which 
are made available for the use of its patrons as well as those of the a~jacent 
coliseum, sports arena and swimming stadium. These facilities are alliocat­
ed in Exposition Park, which is owned and maintained by the state 
through the museum. In addition to providing security for its own facili­
ties, the museum is responsible for security in Exposition Park. 

The museum has approximately 134 authorized positions in the current 
year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $5,472,000 from the General 

Fund to support operation of the Museum of Science and Industry and the 
Museum of Mro-American History and Culture in 1983-84. This is $1,268,-
000, or 30 percent, more than estimated current-year expenditures. This 
amount will increase by the amount of any salary or staff benefits ap­
proved for the budget year. 

Total 1983-84 expenditures in support of the museum will include $19,-
000 financed from reimbursements and $870,000 financed by the Califor­
nia Museum Foundation of Los Angeles. Table 1 shows the museum's 
proposed expenditures for the past, current and budget years. 

Table 1 
Museum of Science and Industry 

Budget Summary 

Programs 
Education: 

Museum Operations ................................. . 
Science Workshop ..................................... . 
Aerospace Science Museum .................. .. 
Afro·American History and Culture 

Museum ................................................... . 
Mark Taper Hall of Economics and Fi· 

nance ....................................................... . 
Subtotals ................................................. . 

Administration ............................................... . 
Foundation ..................................................... . 

Totals ...................................................... .. 

General Fund ................................................ .. 
Reimbursement ............................................ .. 
Personnel-years ............................................ .. 

(in thousands) 

Actual Estimated Proposed 
1981-82 1982-&'3· 1983-84 

$2,673 
52 
45 

209 

$2,979 

988 
(851) 

$3,967 

$3,944 
$23 

114.3 

$2,623 
51 
50 

366 

$3,090 

1,133 
(851) 

$4,223 

$4,204 
$19 
129 

$3,395 
53 

100 

491 

249 

$4,288 

1,203 
(870) 

$5,491 

$5,472 
$19 

133.1 

Change 
Amount Percent 

$772 29.4% 
2 3.9 

50 100 

125 34.1 

249 N/A --
$1,198 38.8% 

70 6.2% 
~) 2.2% -
$1,268 30.0% 

$1,268 30.2% 

+4.1 3.2% 

• Estimated expenditures for 1982-83 do not reflect the 2 percent unallotment directed by Executive 
Order D-I-83. 

. . 

The $1,268,000 increase in expenditures proposed for 1983-84 reflects 
several program increases, as well as increases needed to maintain the 
museum's current level of activity. Specifically, the budget proposes the 
following increases to the museum's programs all of which would be fi-
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nanced from the General Fund:. (1) $249,000 and 8.8 positions for the Mark 
Taper Hall of Economics and Finance, (2) $47,000 and 3 positions for the 
Museum of Aerospace Sciences, (3) $104,000 and 2.5 positions for the 
California Museum of Afro-American History and Culture, (4) $679,000 
plus a redirected amount of $735,000 for security services and (5) $27,000 
and 1.6 positions for the museum's parking lot. These increases are includ-
ed in the schedule of expenditure changes displayed in Table 2. . 

Table 2 
Museum of Science and Industry 

Schedule of Changes 

General Fund Reimbursement 
1982-83 Current Year Revised .................................... .. $4,204,000 $19,000 
1. Cost Changes 

Restore one-time retirement reduction .............. .. 118,000 
Merit salary adjustment ............................................. . 4,000 
Operating Expenses .................. , ................................. . 48,000 

2. Program Changes 
Delete 1982-83 Special Repairs .............................. .. -8,000 
Economics arid Finance (8.8 positions) ..... , ........... . 249,000 
Museuin of Aerospace Science (3 positioris) ...... .. 47,000 
Museum of Afro-American History and Culture 

(2.5 positions) ....................................................... . 104,000 
Redirect and Reduce Security Staff (-11.3 posi-

tions) .............................................. , ........................ . -735,000 
Musell!ll Security (15.7 positions and Contract 

Services) .............................................................. .. 1,414,000 
Parking Lots (1.6 positions) .................................... .. 27,000 

1983-84 Proposed Expenditures .................................. .. $5,472,000 $19,000 

Olympic Committee Agreement .. 

Total 
$4,223,000 

118,000 
4,000 

.48,000 

..,..8,000 
~9,000 
··47,000 

104,000 

-735,000 

1,414,000 
27,000 

$5,491,000 

We recommend that supplemental langUage be adopti!Jd pjiecting the 
museum to provide the Legislature with 30-days prior notice before enter­
ing into any contractual agreements with the Ol~pic Committee • . We 
further recommend thfJ adoption of Budget Bililangullge requiring legis­
lative review of proposals to lease real estate owned by the museu.m. 

The museum's parking lot staff is responsible for collecting parking fees 
from patroris of the sports and concertfacilitiesin ExpOSition :Parkas well 
as from visitors to the museum. Parking lot r¢ceipts are treated as General 
Fund revenues. 

The museum reports that parking lot General Fund revenueS collected 
by the museum are as follows: ' 

1981-82 1982-113 . 
Actual Estimated 
$500,000$892,000 

1983--84 
Estimated 
$987,000 

The increased revenues in 1982--83 and in 1983-84 reflect the move by 
the Raiders' professional football team from Oakland to Los Angeles, and 
an increase in parking fees approved by the museum's board of directors. 
The parking revenue estimates do not, however, take into account the fact 
that the Olympics will be held in the Los Angeles Coliseum during the 
1983-84 fiscal year. Consequently, the revenues projected for 1983-84 are 
significantly understated. 

We estimate that General Fund revenues in 1983-84 could approach 
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MUSEUM OF SCIENCE AND INDUSTRY-Continued 
$1.5 million during the actual Ol)'IIlpic competition. This estimate assumes 
that 4,700 parking lot spaces will be filled twice per day for 16 days, at a 
parking fee of $lO per car. In addition, Olympic operating and television 
crews will need access to the sports facilities· for several weeks both before 
and after the games. The fees charged for granting this access will result 
in several thousand dollars in additional revenue. 

The museum informs us that the additional revenue has not been in­
cluded in its projections because, undercurrent plans, the parking lots will 
be leased to the Olympic Committee. Under the terms of a proposed 
contract, the museum will receive $800,000 of services, in lieu of money, 
as consideration for making the lots available to the Olympic Committee. 
Specifically, the committee will spend $600,000 to improve the museum's 
park area and $200,000 to· repail" and restripe the parking lots. According 
to a draft of the agreement, the OlymI>ic Committee will be entitled to 
all of the parking lot revenues received during the period June 26, 1984 
to August 14, 1984. 

Our analysis indicates that, if the museum agrees to enter into the 
proposed contract agreement with the Olympic Committee, the General 
Fund could incur a net loss of $700,000 or more. While the museum will 
presumably gain $800,000 in improvements, the General Fund will lose 
revenues approaching $1.5 million. 

Our concerns with the proposed lease arrangements are twofold. First, 
it would reduce General Fund revenues by $1.5 million at a time when the 
General Fund is under severe pressure, and many ongoing programs have 
beeri proposed for reduction. Second, the barter-liKe arrangement 
between the museum and the committee would bypass the normal proce­
dure for funding special repair and capital outlay projects. Usually, 
projects of this type are submitted to the Legislature for review and, 
where appropriate, funding in the Budget Act. The proposed agreement 
would permit the museum to "spend" $800,000 for items of special repair 
and capital outlay without first obtaining the Legislature's approval of 
either the prospects themselves or the "priee" to be paid for them. 

To assure that projects undertaken by or on behalf of the museum 
continue to receive legislative scrutiny, and to ensure that the museum 
does not commit the General Fund to a loss of revenues of up to $1.5 
million without prior legislative approval, we recommend that the mu­
seum notify the Legislature of any contract agreement with the Olympic 
Committee at least 30 days prior to entering into such an agreement. 
Further, in order to assure that the Legislature has an opportunity to 
review all future proposals to lease state-owned real estate, we recom­
mend that the Legislature adopt the following Budget Bill language: 

"The Secretary of the State and Consumer Services Agency may not 
approve an agreement for the leasing of any real property owned by the 
museum, unless not sooner than 30 days prior to giving her approval, the 
secretary submits in writing to the chairperson of the Joint Legislative 
Budget Committee notification of her intent to approve such lease, or 
not sooner than such lesser time as the chairperson of said committee 
may in each instance determine." 
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Hall of Economics and Finance 
We recommend that support for operating the new Hall of Economics 

and Finance building come from private financing, for a General Fund 
savings of $31~548. 

The budget proposes the addition of 8.8 positions, at a cost of $249,000 
from the General Fund for the Hall of Economics and Finance. The new 
building, which is expected to be opened to the public on July 1, 1983, was 
constructed using private donations to the museum foundation. No state 
funding was provided for this project (although the state rearranged 
roads, and parking facilities in order to accommodate the new building) . 

In the 1980 Budget Act, the Legislature authorized two positions at a 
cost of $54,164 from the General Fund as the initial staffing for the Hall 
of Economics and Finance. These positions consist of an assistant director, 
who is responsible for developing exhibits andthe educatio.nal and opera-
tional plans, and a stenographer. . . 

The 8.8 new positions proposed for 1983-84 include 1.0 exhibit designer / 
installer, 1.0 programmer I, 1.0 editorial aide, 1.0 office assistant II, 0.5 
plumber J, 1.0 painter, 2.0 jamtor, and 1.3 temporary help positions. 

Our analysis indicates that General Fund support for this program is not 
appropriate, for three reasons. First, the project was privately conceived 
and financed; it was not submitted to the Legislature for approval. Conse­
quently, the Legisl~ture did not have an opportunity to determine the 
need for such a Hall, its priority relative other state projects, or the size 
and scope of the proposed program. 

Second, state funding would be used to operate a facility whiCh is and 
will remain the property of the private foundation. In J?ecembe! 1981; t~e 
museum leased the land on whIch the Hall of EconomIcs and Fmance SItS 
to the foundation for 40 years, in exchange for $40. According to the lease, 
the buildings, improvements and permanent exhibits remain the property 
of the foundation ulltil December 2021. The lease term may not be short­
ened or terminated by Iilutualconsent. If the foundation ceases to exist, 
the University of Squthern California would aSsume all of the rights to the 
property under the lease. 

Use of state staff to operate a privately owned facility would not be 
consistent with existing state policies. The Department of Parks and Rec­
reation, which receives donated property, advises us that it provides staff 
to operate and maintain only those museums which. ~r~ owned exclusively 
by the state. It does not staff non-state owned facilities. .. 

Third, the foundation itself should be able to fund the additional costs 
of operating and maintaining the facility. In fact, during 1980, the Legisla­
ture was advised by the museum that the fOUndation anticipated raising 
$400,000 annually in private donations to underwrite programs on the 
premises of the new Hall. . 

For these reasons, we conclude that General fund support for the Hall 
is not appropriate, and may not be necessary. AccordiIlgly, we recom­
mend that the foundation use its own funds to maintain and operate its 
property, and that $319,548 ($249,000 to support the proposed 8.8 new 
positions and $70,548 to support the 2.0 existing positions) be deleted from 
Item 1100-001-001. 
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Museum of Aerospace Sciences 
We recommend a deletion of two exhibit positions because these posi­

tions have not been justified on a workload basis~ for a General Fund 
savings of $3~Ol6. 

In the 1981 Budget Act, the Legislature approved capital outlay funding 
for construction of a building to house a new Aerospace museum. The new 
building is schedule. to be completed in June 1984. Currently, existing 
aerospace exhibits are housed in the Armory building. 

The 1981 Budget Act also authorized funding for an assistant director 
and one clerical position to serve as the initial staff for the Aerospace 
Science Center. The assistant director helps plan thE! education facilities, 
exhibits, and programs of <:he proposed new. building. He also develops 
various education projects, including summer science worksD.ops, faculty 
training programs, symposia, and an institute traineeship program. The 
clerical positioll was later deleted, in response to Control Section 27.2 of 
the 1981 Budget Act. 

The museum proposes to establish during the budget year an exhibit 
designer/installer, an exhibit technician and a stenographer position 
before the building is opened to the public. 

The exhibit designer/installer andthe exhibit technician positions are 
requested to install, dismantle and maintain the exhibits. The museum 
proposes to establish one position in January 1984 and the remaining 
position in April 1984. 

Our analysis indicates that the museum has not provided adequate 
workload data to support its request for the new positions. For example, 
no data has been provided to the Legislature regarding (a) the complexity 
of the exhibits, (b) the expected turnover rate of the exhibits, and (c) the 
extent to which private contributors will participate in the design and 
intallation of exhibits. Thus, we do not believe there is sufficient informa­
tion available to justify the positions. 

Furthermore, we have been advised by museum staff that the founda­
tion currently plans to raise funds to renovate the existing Aerospace 
Science building once the new building is completed. This would allow the 
museum to redirect exhibit positions currently used to staff the old Aero­
space building to assist with exhibit preparation for the new building 
during the renovation period. 

Accordingly, we recommend deletion of the 2.0 exhibit positions, for a 
General Fund savings of $33,016. 

California Museum of Afro-American History and Culture 
The budget proposes $599,000 from the General Fund for support of the 

Museum of Afro-American History and Culture in 1983-84. This is an 
increase of $136,000 or 29 percent, over estimated current year expendi­
tures. 

The California Museum of Mro-American History and Culture 
(CMAHC) was authorized within the Museum of Science and Industry, 
by Chapter 571, Statutes of 1977 (AB 420). The Legislature expressed its 
intent that CMAHC preserve, collect and display artifacts of Afro-Ameri­
can contributions to the arts, science, religion, education, literature, enter­
tainment, politics, sports and history of the state and the nation. It created 
a CMAHC board, and gave the board power to appoint an executive 
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director and staff to carry out this directive. 
The legislature appropriated funds to support two positions for the 

museum inthe 1978 Budget Act, but the positions were deleted as part of 
budget cutbacks required by Control Section 27.2. In the 1981 Budget Act, 
the Legislature again appropriated funds to support initial staff for the 
museum: an executive director, secretary, curator and exhibit supervisor. 
Since then, the museum has reclassifed two of the fourjOsitions. The 
existing staff, which consists of the executive director an secretary, an 
asssociate governmental program analyst, and a staff services manager I, 
is working to develop the implementation plan and coordinate existing 
activities of the museum. 

The 1982 Budget Act appropriated funds to construct a building to 
house CMAHC's program activities. The museum indicates that construc­
tion will be completed and the building opened to the public in July 1984. 

The budget proposes an additional 2.5 positions to carry out the mu­
seum's program objectives in 1983-84. One Registrar of Interpretive Col­
lections position is requested to maintain control of the museum's 
collections, one exhibit designer / installer position is requested to prepare 
exhibits for installation, and one-half administrative assistant I position is 
requested to develop educational materials and to schedule and coordi­
nate tours. The museum proposes to establish the latter two positions in 
January 1984. An additional $4,803,is also requested in the museum's equip­
ment schedule for the construction and installation of exhibits. 

Parking Lot Staff .. 
We recommend that funds proposed for temporary help be deleted 

because the need for the additional funds has not been estabJjshe~ for a 
General Fund savings of $2~OOO. 

The budget requests an augmentation of $27,000 for temporary help in 
the budget year to staff the parking lots at the Los Angeles Coliseum. The 
museum reports that a net increse in attendance will result in both the 
current and budget years due to the Raiders' professional football team 
moving from Oakland to Los Angeles. The budget states that this increase 
in attendance requires an additional 3,440 personnel hours to properly 
staff the parking lots. 

Our analysis indicates that the museum should have sufficient tempo­
rary help funds in its base budget to absorb the projected increase in costs. 
The museum's budget for 1981-82 included $264,629 for temporary help. 
Actual expenditures, however, were only $224,624 or $40,005 less than the 
amount budgeted for temporary help during 1981-82. No information was 
submitted to indicate any temporary help workload changes in 1982-83. 
Consequently, the $253,000 for temporary hel!> in the 1983-84 base (that 
is, prior to any budget augmentations) should be sufficient to absorb the 
projected increased parking lot costs. We also note that the museum is 
indeed absorbing these costs in the current year. No deficiency appropria­
tion has been approved for this purpose in 1982-83. 

Accordingly, we recommend that the proposed staffing augmentation 
for the museum's parking lot be deleted, for a General Fund savings of 
$27,000. 

Additional EquIpment Not Needed 
We recommend a deletion of $33,722 proposed for the purchase of 

additional equipment the need for which has not been established 
Analysis of the department's baseline Equipment Schedule indicates 
6-76610 
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that 94 percent of the proposed expenditures are for additional, as opposed 
to replacement equipment. Further examination of these requests and 
equipment requests ill the departmental budget change proposals reveal 
that the justification for some of them is inadequate. 

Table 3 summarizes our recommended reductions to the department's 
equipment budget, by requesting unit. A discussion of each unit's request 
follows. . 

Program 

Table 3 
Museum of Science and Industry 

Equipment Red!Jctions Recommended by Analyst 

1. Plant maintenance 
Floor maintenance ........................................................................................................................ .. 
Aerial lift .......................................................................................................................................... .. 

2. Museum of Afro-American History and Culture ...................................................................... .. 
Total ....................................................................................................................................................... . 

Amount 

$7,752 
24,495 
1,475 

$33,722 

Plant /rfajntenance. Plant maintenance proposes to purchase five ad­
ditional floor buffer machines and six floor vacuums to maintain the new 
buildings presently Und~r construction. These buildings are to house the 
Hall of Economics and Finance, the Museum of Afro-American History 
and Culture, and the Museum of Aerospace Sciences. 

As indicated earlier in this analysis, we recommend that all funds need­
ed to operate the Hall of Economics and Finance come from private 
sources. On this basis, we recommend that equipment for this building not 
be funded in the budget. In addition, proposed floor machines for the 
Museum of Afro-American History and Culture and the Museum of Aero­
space Sciences are not justified in the budget year because (1) these 
buildings will not be staffed with additional maintenance personnel to 
operate the machines and (2) these machines for which operating person­
nel will be available can be borrowed from the other museum buildings. 
Accordingly, we r~commend peletion of this proposed equipment, for a 
General Food savings of $7,752. ' 

Plant maintenance also proposes to purchase a sky skamp aerial lift, at 
a cost of $24,495. This equipment is an electro hydraulic aerial lift mounted 
on a three-quarter ton pickup truck. The electro hydraqlic lift reaches a 
height of 32 .feet. The museum indicates that this equipment is necessary 
to hang exhibits on high ceilings, change parking lot li~ts, wash windows, 
paint, and repair the flag pole. The museum currently contracts with 
private vendors to perform some of these activities. ' 

Our analysis indicates that (1) legislative policy encourages interagency 
utilization of mobile equipment, rather than acquisition of new equip­
ment and (2) the requested amount to purchase thil' equipment is over­
stated. 

The State Administrative Manual Section 4102 states that the "Legisla­
ture has requested the Department of General Services to submit annual 
reports on savings achieved through interagency utilization of mobile 
equipment." In adQ.i.tion, the Director of General Services has established 
a State Equipp:l.ent Council whose main objective is ,4tosecure maximum 
possible utilization. of equipment among state agencies." 

The museum has successfully utilized hydraulic lift equipment on a 
temporarybasjs in the p~st. For example, the museum leased the request-
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ed type of equipment and related services for two months during 1981-82. 
Accordingly, interagency utilization of the needed equipment would ap­
pear to be feasible. The chief of plant operations, however, advises us that 
he has not explored this alternative with other state agencies. 

Furthermore, the amount requested for this equipment is overstated. 
The Department of General Services informs us that this same equipment 
can be purchased for approximately one-half of the requested amount by 
purchasing a used pickup truck as opposed to a new one and by purchasing 
the aerial lift separately. , 

Until it can be established that the needed equipment cannot be ob­
tained from another state agency, we recommend that the purchase of this 
equipment not be funded, for a savings of $24,495. 

Museum of Afro-American History and Culture (CMAHC). The mu­
seum proposes to purchase two slide projectors for use by the curator in 
preparing exhibits. The CMAHC, however, will not be staffed with a 
curator position to operate these projectors during 1983-84. Accordingly, 
we recommend that funding for this slide projector equipment be delet­
ed, for a savings of $1,475. 

Security 
We recommend that $1,152,000 budgeted for consultant and profes­

sional services-extemal be shifted to consultant and professional services 
-interdepartmental so as to accurately budget for services that are to be 
provided by the State Police. 

Currently, safety and protective services for Exposition Park are pro­
vided by the museum's security: department. The museum's security staff 
consists of 1 chief security officer, 23 security officers, and 3 security 
guards. The security department operates 24 hours a day, 7 days a week, 
and is responsible for exhibit surveillance, providing general information 
to the public, first aid, traffic and crowd control, citing of parking viola­
tions, and collection of money from parking facilities. The museum in­
forms us that although security personnel are certified for firearm skills, 
they do not Fossess peace officer status and therefore are not equipped or 
trained to deal with criminal activity which occurs in Exposition Park. 

In anticipation of the increased attendance that is expected after the 
new buildings in Exposition Park are open to the public, and to ensure 
adequate protection for the museum's visitors, the children who attend 
the museum's summer educational programs, and the exhibits on the 
museum's premises, the 1983-84 budget proposes a change in the mu­
seum's security arrangements. SpeCifically, tile budget proposes to: 

• eliminate existing security personnel 
• contract for security services, at a cost of $1.1 million, and 
• add 15.7 guides and student assistants to help monitor the museum 

halls and provide information to the public. 
Funding for this proposal would be obtained from these sources: (1) the 
savings from the reclassification of 15.7 existing security positions, (2) the 
savings realized by the elimination of the remaining 11.3 security posi­
tions, and (3) a General Fund augmentation of $679,000. 

The museum informs us that its current plan is to obtain security serv­
ices by contracting with the Department of General Services for services 
from the State Police. The budget, however, reflects these costs as external 
consultant services (which would imply contracting with the city or 
county of Los Angeles), rather than interdepartmental consultant serv-
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ices. Accordingly, we recommend that $1,152,000 budgeted for external 
consultant services be shifted to interdepartmental consultant services, to 
accurately reflect the proposed expenditures for State Police services. 

MUSEUM OF SCIENCE AND INDUSTRY-CAPITAL OUTLAY 

Item 1l00-30l from the General 
Fund, Special Account for 
Capital Outlay Budget p. SCS 4 

Requested 1983-84 ........ ~ ................................................................ . 
Recommended reduction ............................................................. . 

ANALYSIS AND RECOMMENDATIONS 

Minor Capital Outlay-Replacement of Parking Lot Equipment 

$15,000 
15,000 

We recommend Item 1100-301-036, minor capital outlay for the Museum 
of Science and Industry, be deleted because the proposed work is mainte­
nance which should be funded from the support budget. We further 
recommend that the savings be transferred from the Special Account for 
Capital Outlay to the General Fun4 in order to increase the Legislatures 
flexibility in meeting high-priority needs statewide. 

The budget includes $15,000 for minor capital outlay (projects costing 
$150,000 or less) for the Museum of Science and Industry. These funds 
would be used to replace parking lot access gate mechanisms and exit 
spikes. The museum indicates that the existing installations are worn and 
need frequent repair. 

The proposed project constitutes a maintenance activity which should 
be funded-on a priority basis-from the support budget. On this basis, we 
recommend deletion of Item 1l00-301-036, a reduction of $15,000. 

Approval of this reduction would leave an unappropriated balance of 
tidelands oil revenues in the Special Account for Capital Outlay, which 
would be available only to finance programs and projects of a specific 
nature. Leaving unappropriated funds in special purpose accounts limits 
the Legislature's options in allocating funds to meet high-priority needs. 
So that the Legislature may have additional flexibility in meeting these 
needs, we recommend that· any savings resulting from approval of our 
recommendation be transferred to the General Fund. 
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State and Consumer Services Agency 

DEPARTMENT OF CONSUMER AFFAIRS 

Items 1120-1655 from various 
funds Budget p. SCS 5 

Requested 1983-84 .......................................................................... . 
Estimated 1982--83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

Requested increase (excluding amount 
for salary increases) $14,332,000 (+21.4 percent) 

Total recommended reduction ................................................... . 
Recommendation pending .......................................................... .. 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
112().()()1·704-Board of Accountancy 
1130-004-706-Board of Architectural Examiners 
1140-006-001-State Athletic Commission 
1150-008-128-Bureau of Automotive Repair 
1150-008-420-Bureau of Automotive Repair 
1160-010-713-Board of Barber Examiners 
1170-012-773-Board of Behavioral Science 

Examiners 
1180-014-717-Cemetery Board 
1200-016-157-Bureau of Collection and Investiga­

tive Services 
1210.()18-769-Bureau of Collection and Investiga-

tive Services 
1230-020-735-Contractors' State License Board 
1240.()22.. 738-Board of Cosmetology 
1260'()24-741-Board of Dental Examiners 
1270-026-380-Board of Dental Examiners 
1280'()28·325-Bureau of Electronic and Appliance 

Repair 
1300-030-180-Bureau of Employment Agencies 
1310-032-258-Nurses'Registry 
1320-034-745-Board of Fabric Care 
1330-036-7~Board of Funeral Directors and Em-

balmers 
1340-038-205-Board of Registration for Geologists 

and Geophysicists 
1350-040'()oI-State Board of Guide Dogs for the 

Blind 
1360-042-752-Bureau of Home Furnishings 
1370.Q44-757-Board of Landscape Architects 

1390-046-758--Board of Medical Quality Assurance 

1390.()47-175-Board of Medical Quality Assurance 

Fund 
Accountancy 
Architectural Examiners 
General 
Automotive Repair 
Vehicle Inspection Fund 
Barber Examiners 
Behavioral Science 
Examiners 
Cemetery 
Collection Agency 

Private Investigator and Ad­
juster 
Contractors' License 
Cosmetology Contingent 
State Dentistry 
Dental Auxiliary 
Electronic and Appliance 
Repair 
Employment Agencies 
Nurses' Registry 
Fabric Care 
Funeral Directors and Em­
balmers 
Geology and Geophysics 

General 

Bureau of Home Furnishings 
Board of Landscape Ar­
chitects 
Contingent Fund of the 
Board of Medical Quality 
Dispensing Opticians 

1400.()48-108--Board of Medical Quality Assurance Acupuncturists· 

1410-050-208--Board of Medical Quality Assurance Hearing Aid Dispensers 

1420-052-759-Board of Medical Quality Assurance Physical Therapy 

$81,193,000 
66,861,000 
56,274,000 

$902,000 
$32,517,000 

Amount 
2,083,000 
1,209,000 

573,000 
4,410,000 

12,482,000 
691,000 
591,000 

220,000 
580,000 

2,479,000 

16,131,000 
2,357,000 
1,863,000 

435,000 
965,000 

711,000 
18,000 

824,000 
491,000 

153,000 

25,000 

1,395,000 
223,000 

10,925,000 

136,000 

426,000 

115,000 

268,000 
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1440-056-295-Board of Medical Quality Assurance Podiatry 

1450-058-31~Board of Medical Quality Assurance Psychology 

1455-059-319-Board of Medical Quality Assurance Respiratory Care 

1460-060-376-Board of Medical Quality Assurance Speech Pathology and Audi-

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

1480-064-763-Board of Optometry 
1490-066-767-Board of Pharmacy 

ology Examining Committee 

Nursing Home Administra­
tor's State License Examin­
ing Board 
State Optometry . 
Pharmacy Board Contingent 

1500-068-77~Board of Registration for Profes- Professional Engineers 
sional Engineers 

1510-070-761-Board of Registered Nursing Board of Registered Nursing 

1520-072-771-Certified Shorthand Reporters 
Board 

1530-074-775-Structural Pest Control Board 
1540-076-406-Tax Preparers Program 
156O-<Y18-777-Board of Examiners in Veterinary 

Medicine 
1570-080-118-Board of Examiners in Veterinary 

Medicine 
1570-073-41~ertified Shorthand Reporters 

1590-082-779-Board of Vocational Nurse and Psy­
chiatric Technician Examiners 

1600-084-780--Board of Vocational Nurse and Psy­
chiatric Technician Examiners 

1640-086-001-Division of Consumer Services 
1640-086-702-Division of Consumer Services 
1650-088-001-Consumer Advisory Council 
1655-090-702-Building Maintenance and Opera-

tion 

Certified Shorthand 
Reporters 
Structural Pest Control 
Tax Preparers . 
Veterinary Examiners' Con­
tingent 
Animal Health Technician 
Examining Committee 
Transcript Reimbursement 
Fund 
Board of Vocational Nurse 
and Psychiatric Technician 
Examiners, Vocational Nurse 
Account 
Board of Vocational Nurse 
and Psychiatric Technician 
Examiners, Psychiatric Tech­
nicians Account 
General 
Consumer Affairs 
General 
Consumer Affairs 

173,000 

297,000 

649,000 

422,000 

160,000 

249,000 

285,000 
1,882,000 

2,257,000 

3,853,000 

197,000 

1,902,000 
350,000 
469,000 

70,000 

250,000 

1,642,000 

388,000 

1.228,000 
(570,000) 

79,000 
1,612,000 

1655-090-702-Division of Administration 
Total 

Consumer Affairs (6,166,000) 
$81,193,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Board of Medical Quality Assurance. Reduce Item 1390-

046-758 by $15~OOO. Recommend deletion of funds re­
quested for the Professional Performance Pilot Project be-
cause the project was terminated June 1982.· . 

Analysis 
page 
160 
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2. Bureau of Employment Agencies (Item 1300-030-180) ... 
Recommend bureau submit a revised fee schedule and 
adjusted fund condition statement prior to budget hear-
ings. . .. 

3. Board of Funeral Directors and Embalmers (Item 1330-
036-750). Recommend board report prior to budget hear­
ings on its efforts to adjust fees. 

4. Bureau of Automotive Repair-Motor Vehicle Inspection 
Program (Item 1150-008-420). Withhold recommenda­
tion, pending further analysis of the request. 

5. Division of Investigation-Potential Overlap (Item 1655, 
090-702). Withhold recommendation, pending further 
analysis of the request. 

6. Division of Investigation-Temporary Help. Reduce 
Item 1655-090-702 by $117,000. . Recommend reduction 
due to pattern of overbudgeting for temporary help. 

7. Contractor's State license Board (Item 1230-020-735). 
Withhold recommendation, pending further review of 
board operations and receipt of additional information. 

8. Bureau of Collection and Investigative Services. 
a. Reduce Item 1200-016-157 by $120,000. Recommend 

elimination of audit program because it is ineffective. 
Further recommend license fees be reduced to reflect 
savings. 

b. Reduce Item 1210-018-769 by $49,000. Recommend re­
duction due to overbudgeting for enforcement. 

9. Division of Consumer Services (Item 1640-086-001). 
Withhold recommendation on the $77,000 and 0.9 positions 
requested for the Cooperative Development program, 
pending receipt of the evaluation required by the Legisla­
ture. 

10. State Athletic Commission (Item 1140-006-001). With­
hold recommendation on the $573,000 and 15.3 positioIl-s 
requested for the commission, pending completion .of the 
report required by the Legislature. 

11. Salary Savings. Reduce specified items by a total of $227,-
000. Recommend· reduction because salary savings are 
underbudgeted. 

12. Cost of Attorney General Services. Recommend the De­
partment of Finance and Department of Consumer Affairs 
reconcile· the amounts budgeted for legal services to the 
boards and bureaus, prior to budget hearings. 

13. Cost of Administrative Hearings. Recommend enact­
ment of legislation to assess unsuccessful litigants for the 
cost of hearings held by the Office of Administrativ~ Hear­
ings. (Potential annual savings to various funds: up to $1,-
920,000). 

14. Operating Expenses. Reduce specified items by a total of 
$2:]9,000. Recommend reduction because various 
proposed operating expenses have been overbudgeted. 

160 

161 

161 

162 

162 

163 

163 

165 

166 

166 

167 

168 

168 



158 / STATE AND CONSUMER SERVICES 

DEPARTMENT OF CONSUMER AFFAIR5-Continued 
GENERAL PROGRAM STATEMENT 

Items 1120-1655 

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

The department has four major components: (1) the 45 regulatory agen­
cies which include boards, bureaus, programs and commissions; (2) the 
Division of Administration; (3) the Division ofInvestigation; and (4) the 
Division of Consumer Services. 

Subject to the authority conferred upon the department director by 
specific statutes, each of the 45 agencies within the department has the 
statutory objective of regulating an occupational or professional group in 
order to protect the general public against incompetency and fraudulent 
practices. Each entity seeks to accomplish its objective through licensure 
and the enforcement oflaws, rules and regulations. Licensing involves the 
issuance and renewal of licenses or certificates, and the registration of 
various occupational groups. It also includes the establishment of curric­
ula, experience standards, and school accreditation. Enforcement activi­
ties include inspections, investigations, administrative hearings before an 
officer of the Office of Administrative Hearings and court proceedings. 

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

The department's Division of Investigation provides investigative and 
inspection services to most constituent agencies. A few boards and bu­
reaus, however, have their own inspectors and investigators. Boards and 
bureaus are charged $35.00 per hour for inspections and $42.00 per hour 
for investigations during the current year. These charges are projected to 
increase to $36.75 and $44.35, respectively, in the budget year. 

The Division of Consumer Services was established by Chapter 139, 
Statutes of 1970. The division is responsible for the department's statewide 
consumer protection activities, which include research and advertiSing 
compliance, representation and intervention, consumer education and 
information, and consumer protection legislation. Support for the Division 
of Consumer Services is provided by the General Fund (68 percent) and 
various special funds (32 percent). 

The department has 1,535.9 authorized positions in the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes expenditures of $81,193,000 from various funds for 

support of the department and its constituent agencies in 1983-84. This is 
$14,332,000, or 21.4 percent, above estimated current-year expenditures. 
This increase will grow by the amount of any salary or benefit increase 
approved for the budget year. 

The budget also proposes expenditures of $4,780,000 from reimburse­
ments, raising total expenditures to $85,973,000. This is an increase of 
$14,273,000, or 19.9 percent above total current-year expenditures from all 
sources. 
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The major reason for the increase in the department's budget is the 
added cost to the Bureau of Automotive Repair of implementing a bienni­
al vehicle inspection program, as mandated by Chapter 892, Statutes of 
1982 (SB 33). This accounts for $12.5 million of the $14,3 million increase 
proposed for 1983-84. 

The budget includes $1,612,000 for building and maintenance costs and 
$6,166,000 for departmental administrative costs. These costs will be paid 
from pro-rata charges, reimbursements, and budget appropriations. 

I. IMPLEMENTATION OF RECENT LEGISLATION 

Reestablishment of Tax Preparers Program 
The Tax Preparers Act provides for the registration, licensure, and regu­

lation of tax preparers through a Tax Preparers program in the Depart­
ment of Consumer Affairs. The Budget Act of 1981 appropriated $1 for 
support of the Tax Preparers program in 1981-82. Chapter 327, Statutes of 
1982 (SB 1326), the companion bill to the 1982-83 Budget Act, repealed 
the Tax Preparers Act. 

Chapter 1635, Statutes of 1982 (SB 1453), reenacted the Tax Preparers 
Act and authorized a $250,000 loan from the General Fund to the Tax 
Preparers Fund so that the program could begin on January. 1; 1983. This 
loan is to be repaid, with interest. The interest rate is set at the rate earned 
by the Pooled Money Investment Account. The Department of Finance 
informs us, however, that the loan authorized by Chapter 1635 will not be 
made in the current year. Instead, the department informs us it will seek 
legislation postponing the effective start-up date of the program to July 1, 
1983. The budget proposes an appropriation of $350,000 from the Tax 
Preparers Fund for the program in 1983-84 to cover start-up costs. 

Respiratory Care Examining Committee 
We recommend approval. 
Chapter 1344, Statutes of 1982 (AB 1287), establishes the Respiratory 

Care Practices Act for the purpose of certifying and regulating persons 
wishing to practice inhalation therapy or identify themselves as certified 
respiratory care practitioners. The act establishes a Respiratory Car,e Ex­
amining Committee under the jurisdiction of the Board of Medical Quality 
Assurance to enforce and administer the act. In addition, the act estab­
lishes a fee schedule and creates the Respiratory Care Fund from which 
funds necessary to carry out the provisions of the act can be appropriated. 

The budget proposes an appropriation of $422,000 for the program in. 
1983-84. These funds are requested from the Contingent Fund of the 
Board of Medical Quality Assurance to support the program until. the 
Respiratory Care Fund is able to generate its own fee support. The fUnds 
are scheduled to be repaid, with interest, within three years. The blidget 
also proposes 10.5 positions to administer the program. The positions 
would be established on a limited-term basis, until June 30, 1985. At that 
time, actual workload will be available to indicate how many permanent 
positions are needed. 

Registered Dispensing Optician Program 
We recommend approval. 
Chapter 418, Statutes of 1982 (AB 1280), establishes a registration pro­

gram for contact lens dispensers, effective March 1, 1984. The act creates 
the Dispensing Opticians Fund, and provides that, beginning July 1, 1982, 
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all revenues generated by this program are to be deposited in the fund. 
Inaddition, the act provides for the transfer of the unencumbered balance 
of any funds in the Contingent Fund of the Board of Medical Quality 
Assurance which were derived from fee revenues received from opticians 
and contact lens dispensers. 

The budget proposes one new position and expenditures of $136,000 in 
1983-84 to implement the provisions of the act. The projected fund surplus 
at the end of the budget year is $216,000. 

II. PROGRAM-SPECIFIC ISSUES 

Board of Medical Quality Insurance Pilot Project Terminated 
We recommend the deletion of $15~OOO requested in Item 1390-046-758 

requested for the Professional Performance Pilot Project because the 
project has been terminated. 

Chapter 955, Statutes of 1978, directed the Division of Medical Quality . 
of the Board. of Medi.cal Quality Assurance to establish a pilot project to 
develop a coordinated system for identifying and resolving medical qual­
ity-of-care issues at the local leveL 

The division has issued a report on the pilot project. In the report, the 
division concluded that the project was not successful in accomplishing its 
goals for a variety ofreasons. Specifically, the report identifies (a) reluc­
tance on the part of hospitals, medical'societies, and third party payors to 
participate in the program (b) a lack of interest in the program among 
participants and (c) overwhelming logistical problems in implementing 
the projects. As a result of conclusions reflected in the report, the division 
terminated the project in June 1982. 

The Board of Medical Quality Assurance's budget includes funding for 
this project for both the current and budget year. Since the project has 
been terminated, we recommend a reduction of $150,000 in Item 1390-046-
758, which will result in a corresponding savings to the Contingent Fund 
of the Board of Medical Quality Assurance. (We anticipate approximately 
$145,000 will be reverted in the current year as a result of the project s 
termination.) 

Bureau of· Employment Agencies-Fund Deficit 
We recommend the Bureau of Employment Agencies (Item 1300-030-

18(J) submit to the fiscal committees prior to budget hearings (1) a revised 
fee schedule and (2) an adjusted fund condition statement identifying the 
fiscal effect of implementing the revised schedule. 

The Governor's Budget indicates that the Bureau of Employment Agen­
cies fund will be in a deficit condition by June 30, 1984 ifno action is taken 
by the bureau to increase fees or reduce spending. This deficit is estimated 
at $202,000. The bureau has statutory authority to increase fees administra­
tively. 
, We recommend that the bureau prepare (1) a revised fee schedule 

prior to budget hearings, and (2) an adjusted fund condition statement 
identifying the fiscal effect of implementating the revised schedule. 
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Board of Funeral Directors and Embalmers-Potential Fund Deficit 
We recommend that the Board of Funeral Directors and Embalmers 

(Item 1330-134-745) report to the legislative fiscal committees prior to 
budget hearings on its current efforts to revise its fee schedule. 

The Governor's Budget indicates that the Board of Funeral Directors 
and Embalmers will have little or no surplus in its fund at the end of 
1983-84. Consequently, a fee increase or reduction in program expendi­
tures will be necessary if this board is to avoid a deficit fund condition in 
the future. 

In our Analysis of the 1981-82 Budget Bill, we found that annual fees 
from funeral directors account for approximately 43 percent of the reve­
nues received by the Board of Funeral Directors and Embalmers. Yet, 83 
percent of the board's annual expenditures are for activities relating to 
funeral directors. In contrast, embalmer fees account for 46 percent of the 
board's revenues, but only 17 percent of board expenditures are for em­
balmer-related activities. As a result, the Legislature adopted sl,lpplemen­
tal report language requiring the board to report annually to the 
department, identifying its revenues and expenditures, by each license 
categories. The board's most recent report,. dated January 19, 1983, indi­
cates that funeral directors account for 45 percent of the board's fees and 
66 percent of its expenditures, while embalmers account for 55 pecent of 
its fees and 34 percent of its expenditures. 

In July 1982 the d~artment indicated that the bureau could expect a 
reserve of $19,000 on June 30,1984, but would incur a deficitin the Funeral 
Directors and Embalmers Fund of $199,000 in 1984-85 if a revised fee 
schedule was not adopted in 1983-84. The major cause of this potential 
deficit is the increased cost of enforcement activity associated with pre­
need funeral plans. Despite the increase, license fees have remained fixed. 
For example, in 1981-82, the board incurred costs relating to its pre-need 
audit program of $192,000, but generated revenue of only $17,000. 

The Governor's Budget indicates that the board is now projecting a 
surplus of $63,000 in 1983-84. We have been unable to determine the basis 
for this. estimate. 

The board has not developed a revised fee schedule to either address 
inequities among the two licensing groups or eliminate a potential fund 
deficit in the near future. As areswt, we recommend that the board 
report, prior to budget hearings, on any efforts it is making (1) to revise 
its fee schedule as to link more closely the proportion of revenues supplied 
by embalmers and funeral directors with the proportion of total costs 
related to the regulation of each occupational group and (2) avoid a deficit 
in 1984-85. 

Bureau of Automotive Repair 
We withhold recommendation on the $12,500,000 requested for the bu­

reau's Motor Vehicle Inspection program (Item 1150-008-420), pending 
further analysis of the request. 

The Bureau of Automotive Repair is responsible for (1) registration of 
automotive repair dealers, (2) licensing of official lamp, brake, and smog 
(device) inspection· stations, and (3) protection of consumers through a 
program of inspection and complaint handling. The bureau also is respon­
sible for supervising the change-of-ownership Vehicle Emission Inspec­
tion program in the South Coast Air Basin, in cooperation with the Air 
Resources Board. In addition, Chapter 892, Statutes of 1982 (SB 33), makes 
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the Department of Consumer Affairs responsible for administering and 
supervising a mandatory biennial Motor Vehicle Inspection Program 
(MVIP) in California. The department has assigned this responsibility to 
the bureau. 

The bureau is requesting an appropriation of $12.5 million from the 
Vehicle Inspection Fund to implement the provisions of Chapter 892. We 
currently are preparing a comprehensive analysis of the bureau~s pro­
posal, and will submit a supplemental analysis of the request to the Legisla­
ture prior to hearings on the bureau's budget. Pending completion of our 
analysis, we withhold recommendation on th~ proposed amount. 
Division of Investigation-Overlap of Duties 

We withhold recommendation of the ~371l)()(J requested for the Divi­
sion of Investigation (Item 1655-090-702), pending further analysis of the 
request. 

The Supplemental Report to the 1982 Budget Act requires our office to 
report to the Legislature on any potential overlap between investigation 
alld . inspection services provided by the Division. of Investigation, and 
investigation and inspection services provided separately by the boards 
and bureaus in the Department of Consumer Affairs. 

We currently are still in the process of reviewing this issue, and will 
submit a supplemental analysis containing our findings and recommenda­
tions to the Legislature, prior to budget hearings. Pending completion of 
that analysis, we withhold recommendation on the proposed budget for 
the division. 

Division of Investigation-Temporary Help Funds Unjustified 
We recommend a reduction of $117,000 from Item 1655-090-702 because 

funds allocated for temporary help in past years have consistently gone 
unspent. 

The division has maintained a temporary help blanket authorization 
since 1977-78. Table 1 shows the amount appropriated, expended, and 
reverted from this temporary help blanket since 1977-78. 

Amount Appropriated .... 
Amount Expended ............ 
Amount Reverted ............ 
Percent Reverted .............. 

Table 1 
Division of Investigation. Expenditures: 

1977-78 
$107,000 

28,000 
79,000 

74% 

Temporary Help 
19n-78 through 1982-83 

Actual 
1978-79 1979-80 
$107,000 $120,000 

8,000 6,000 
99,000 114,000 

93% 95% 

1980-81 
$131,000 

14,000 
117,000 

89% 

1981-82 
$139,000 

6,000 
133,000 

96% 

• Based on $11,000 expended for temporary help from July through December, 1982. 

Estimated 
1982-83" 
$139,000 

22,000 
117,000 

84% 

Table 1 shows that from 1977-78 to 1981-82, the divi$ion spent an aver­
age of only 11 percent of the amount appropriated for its temporary help 
blanket. For the current year, the division estimates it will spend 16 per­
cent of its appropriation for temporary help. 



Items 1120-1655 STATE AND CONSUMER SERVICES I 163 

The budget proposes $139,000 for temporary help in 19~.· The divi­
sion, however, is unable to explain how it will use its temporary help 
blanket authorization in the budget year. 

Based on the pattern of reversions since 1977-78 we believe it is highly 
unlikely that the division will spend the full amount requested for tempo­
rary help. Accordingly, we recommend reducing the blanket authoriza­
tion to $22,OOO--the amount expected to be spent during the current year, 
for a savings of $117,000. .' 
Contractor's State License Board 

We .withhold recommendation on the Contractor's State License 
Board's budget (Item 1230-020-735) ~ pending further review of the board's 
operations and receipt of additional information. 

The budget proposes $16,174,000 for the Contractor's State License 
Board in 1983-84. This is an increase of $593,000, or 3.8 percent, over 
estimated current-year expenditures. . 

In recent years, the board has experienced serious workload backlogs in 
the areas of license application and complaint handling. Our preliminary 
review of the quarterly reports submitted to our office by the board 
indicates that these backlogs still exist. In addition, the board has ex­
perienced delays in implementing its electronic data processing system. 
Given the nature of the problems experienced by the board during the 
past several years, we withhold recommendation on the proposed budget 
for the board, pending further review of the board's operations and infor­
mation to be provided by the board.' We will prepare and submit a supple­
mental analysis of the board's budget, prior to hearings. 

Bureau of Collection and Investigative Services 
1. Should the Legislature reenact the Collection Agency Ac~ we recom­

mend that the bureau's auditing program be eliminate~ for a reduction 
of 3.5 positions and $12~~ and that license fees be reduced to reflect 
these savings. 

2.· We recommend a reduction of $49,000 in the budget of the Private 
Investigator program (Item 1210-018-769) because enforcement funds are 
oveibudgeted. 

Provisions of Existing Law. The Bureau of Collection and Investiga­
tive Services administers two regulatory acts: (1) The Collection Agency 
Act, which regulates collection agencies in order to protect consumers 
from abusive collection practices or fraud, and (2) the Private Investigator 
Act, which registers alarm companies, private investigators, and security 
guards. All bureau programs are supported by license and registration fees 
which are deposited in the Collection Agency Fund and the Private Inves­
tigators Fund. 

Chapter 772, Statutes of 1978 (SB 1420), contained a "sunset" provision 
which would have repealed both the Collection Agency Act and the Pri­
vate Investigator Act on July 1, 1983. To assure that the Collection Agency 
Act and the Private Investigator Act were fully reviewed before the "sun­
set" provision took effect, Chapter 772 required the bureau to prepare a 
statement covering its purpose,. organization, and performance. Chapter 
772 also required our office to review the agency's statement, and to 
submit to the Legislature an evaluation of the agency's performance in 
carrying out the purposes of these two acts. 

Chapter 1262, Statutes of 1982 (AB 3484), repealed the July 1, 1983 
expiration date for the Private Investigators Act and established new 
provisions for the regulation of private investigators. In addition, Chapter 
1210, Statutes of 1982 (SB 673), established the Alarm Company Act, effec-
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tive July 1, 1983. The Legislature, however, has not reenacted the Collec­
tion Agency Act. 

The budget document indicates that the administration will propose 
legislation to reauthorize the Collection Agency program, and that the 
program's proposed budget for 1983-84 is contingent on the enactment of 
such legislation. 

Legislative Analysts Report. In response to the requirement con­
tained in Chapter 722, our office submitted a report to the Legislature 
entitled "A Review of the Bureau of Collection and Investigative Serv­
ices" in August 1982. 

In that report, we recommended that legislation be enacted to: 
(1) extena the Collection Agency Act, 
(2) replace the current multi-level registration system for collection 

agency owners, managers, and collectors with a system which registers 
agency owners only, 

(3) authorize the bureau to impose fines on owners whose managers 
and employees are found to have committed infractions, and 

(4) provide for a graduated agency fee schedule to generate sufficient 
revenue to operate the collection agency program. 

Bureaus Audit Program is Ineffective. The Collection Agency Act 
requires that all funds collected by a collection agency be I>laced in a trust 
account. In addition, the act prohibits the use of these funas for operating 
expenses. The bureau conducts audits of collection agencies to determine 
compliance with this requirement. . . 

Our review of the bureau's audit program indicates that: 
1. The audit program is time-coI1suming and costly. The bureau cur­

rently is staffed with 3 auditors and 0.5 positions in support staff at a cost 
of $120,000 in 1982-83. This represents approximately one-half of the non­
management professional staff of the bureau. The budget proposes to 
continue that level of support in 1983-84. This staff performs 125 audits per 
year-or approximately one audit every six working days. 

2. The audit program fails to fulfill the objectives of the program. 
Given existing staffing levels, the bureau is able to visit the typical collec­
tion agency only once every four or five years. Our review of· bureau 
workload statistics indicates, however, that many agencies have not been 
audited in five or six years, and some have not been audited for 10 years. 
In our judgement, site visits conducted on suchan infrequent basis cannot 
effectively identify or protect against the misuse of trust funds. 

3. Audit program produces poor results. Our review of bureau records 
indicates that in 1980-81, bureau auditors identified a total of 188 infrac­
tions. The majority of these infractions, however, involved administrative 
violations, such as maintaining incomplete records, employing unregis­
tered employees; or failing to display a valid license. In addition, the 
bureau indicates that its.cost to maintain the audit program has exceeded 
the total dollars identified out-of-trust by approximately six toone. 

Based on these findings, we conclude that the benefits from the audit 
program fail to outweight the program's costs. On this basis, we recom­
mend that the audit program be discontinued and that 3.5 positions be 
deleted for a saving~ of $120,000 to the Collection Agency Fund. This 
reduction would allow the bureau to reduce the annual license fee 
charged by approximately 50 percent, or $200 per year. As a result, we 
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further recommend that the bureau administratively reduce license fees 
to reflect these savings. 

Bureau's Enforcement Costs Are Overbudgeted. The budget proposes 
$437,000 in 1983-84 for enforcement-related expenses in the bureau's Pri­
vate Investigator program (Item 1210-018-769). Of this amount, $94,000 is 
requested to purchase investigation services from the department's Divi­
sion of Investigation, $190,000 is to purchase legal services from the Attor­
ney General, and $153,000 is to purc, hase hearing time from the 0, ffice of 
Administrative Hearings (OAH) ih the Department of General Services. 

The bureau's back-up documentation for this budget proposal, however, 
indicates it will require $83,000 for ihvestigation services from the division, 
$172,000 for Attorney General services, and $133,000 for OAH services, for 
a total of $388,000; This is $49,000 below the amount proposed in the 
Governor's Budget for enforcement. The bureau cannot justify this dis­
crepancy. Accordingly, we recommend that the excess be deleted, for a 
savings of $49,000 to the Private Investigator Fund. 

Board of Landscape Architects-Zero-Based Budget Completed (Item 1370-
044-757) 

The Legislature directed the Department of Finance to zero-base the 
198~ budget for the Board of Landscape Architects. In complying with 
this requirement, the department required the board to identify program 
priorities and the funding requirements related to each. As a result of this 
exercise, significant savings are reflected in the board's budget for 1983-
84. . 

The budget proposes an expenditure program of $223,000 in 1983-84. 
This is $59,000, or 21 percent, less than estimated current-year eJq>endi­
tures, and reflects ,a reductiQD. in personal services, operating expenses and 
equipment. 

Division of Consumer Services-Cooperative Development Program (Item 
1640-086-001 ) 

We withhold recommendation on $7~()()() and 0.9 positions requested for 
the Cooperative Development program in the budget year, pending re­
ceiptof a report evaluating the program's effectiveness. 

The budget proposes $77,000 for.9 positions in 1983-84 to support the 
Cooperative Development program in the Division of Consunier Services. 
The program currently is staffed With 3.9 positions, ata cost of $133,000. 
The program,helps promote the formatio, n arid development, offood buy­
ing clubs and cooperatives in communities throughout the state. 

In our Analysis of the 1981-82 Budget Bill, we acknowledged that coop­
erative buying can help lower consumer costs. At the same time, we 
suggested that once, consuIilers become aware of; the, probable benefits 
from cooperatives, the division's role in promoting cooperatives should 
decline. Subsequently, the Legislature adopted supplemental report lan­
guage requiring the division toconquct an evaluation of the Cooperative 
Development program, and report to the Legislature by March 1, 1983 on 
the effectiveness of the program. Pending receipt of the division's report, 
we withhold recommendation on the $77,000 and 0.9 positions requested 
for the program. 
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We withhold recommendation on the $573,000 and 15.3 positions re­
questedfOl:the State Athletic Commission, pending completion of a report 
due· to 'the Legislature on March 1, 1983. 

The Supplemental Report of the 1982 Budget Act requires the State 
Athletic Commission, in cooperation with the Department of Finance, to 
"develop a proposal and initiate legislation for alternative sources of fund­
ing which Will allow the commission to become self-supporting, and report 
their plan and status of progress for implementation, to the Joint Legisla­
tive Budget Committee and fiscal committees by October 1, 1982." In 
addition, the supplemental reJ?ort· requires our office to study possible 
"conflicts of interest which might result from establishing the commission 
as a self-support entity," and report our findings to the Legislature by 
March 1, 1983. 

Our office received the commission's report on December 22,1982. The 
Department of Finance informs us, however, that it did not play any role 
in preparing the report, and does not necessarily support all of the report's 
findings and recommendations. 

We are in the process of reviewing the commission's report and prepar­
ing our own report, as required by the Legislature. We will present our 
analysis of and recommendations on the budget proposed for the commis­
sion as part of that report. 

III. DEPARTMENTWIDE ISSUES 

Errors In Budgeting for Salary Savings 
We recommend a reduction of $227,000 in various items because of 

errors in budgeting for salary savings. 
All state agencies have some vacancies in authorized positions during 

the year because of staff turnover, delay in filling new positions, or filling 
positions at the beginning of the salary range. Consequently, agencies do 
not receive funding for tIie full costs of their authorized positions. "Salary 
savings" are estimated and deducted from each appropriation to account 
for the difference between the cost of authorized positions and expected 
expenditures for salaries and wages. . . 

We reviewed the amounts of salary savings budgeted for several. boards 
and commissions over a three-year period, and compared these amounts 
to the amounts of salary savings actually achieved during this same period. 
Our review indicates that actual salary savings, including savings on sala­
ries, benefits and temporary help, were significantly greater than the 
amount historically budgeted by these boards and commissions, as dis­
cussed below. 

1. The Board of Pharmacy (Item 1490-066-767). The board is request­
ing $955,000 for personal services in 1983-84. Allowing for contingen­
cies anticipated by the board during 1983-84, our analysis indicates 
that a minimum of 3.0 percent, or $22,000, in salary savings should be 
budgeted, for a $16,000 savings to the Pharniacy Board Contingent 
Fund. 

The board's request reflects salary savings during the year of $6,-
000, or 0.6 percent, of its personal services budget. 
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For the period 1979-S0through 1981-82, the board underspent its 
personal services appropriation by an average 3.7 percent, which is 
significantly higher thaD. the 0.6 percent projectea for the budget 
year. In addition, during the first six months of the current year, the 
board realized salary savings of $31,000, which is $25,000 more than 
had been budgeted for the full year. .. 

2. The Board of Vocational Nurse and Psychiatric Technician Examm­
ers~ Vocational Nurse Account (Item 1590-082-779). The board re­
quests $655,000 for personal services in 1983-84, in connection with 
the vocational nurse component of its program. Salary savings, 
however, are not reflected in this amount. A review of the board's 
expenditures for the period 1979-80 through 1981-82 indicates that 
the board underspent its personal services funds by an average of 18.7 
percent during these three years. Based on the board's actual experi­
ence, we recommend a reduction of $123,000 from Item 1590-082-779, 
for a corresponding savings to the Board of Vocational Nurse· and 
Psychiatric Technican Examiners, Vocational Nurse Account. 

3. State Athletic Commission (Item 1140-006-(01) ~ Bureau of Collection 
and Investigative Services~ Collection Agency Fund (Item 1200-016-
157) ~ and the Bureau of Employment Agencies (Item 1300-030-
180). Our review of the budgets for these three entities indicates 
that they have not budgeted for salary savings in 1983-84 . 
. '. Based on prior year actual levels of salary savings, we recommend 
various reductions in the appropriate items, for a total savings of 
$88,000. 

Cost of Attorney General Legal Services 
We recommend the Departments of Finance and Consumer Affairs 

reconcile~ prior to budget hearing~ the differences in the amounts budget­
ed for Attorney General legal services for the boards and bureaus. 

In the Supplemental Report Qf the 1981 Budget Act; the Legislature 
dil"ected the Department of Finance to prepare annually a schedule which 
recollciles t4e amounts that state departments propose to spend on Attor­
ney General legal services, and the amount of legal services that· the 
Attorney General proposes to provide. This reqtiirement was prompted 
by numerous discrepancies in the Governor's Budget for 1981-82 and prior 
years. 

The reconciliation schedule prepared by the Department of Finance 
indicates that the Department of Justice (DOJ) will provide legal services 
for the Department of Consumer Affairs estimated to cost $5,021,000 in 
1983-84. This schedule also ~indicates that the Department of Consumer 
Affairs budget contains $5,086,000 to reimburse DOJ for legal services. This 
is $65,000 more than the amount reflected in the Justice budget. The 
Department of Finance exPlains that the difference is necessary because 
actual services provided by DOJ in prior years consistently exceed the 
level budgeted by DOJ. . 

In our review of the Department of Consumer Affairs' budget, we found 
that the amount requested for Attorney General legal services is $5,446,-
000. This is $360,000 more than the amount whicli the Department of 
Finance's reconciliation schedule indicates the department has budgeted 
for this purpose. The Department of Finance has not explained the dis­
crepancy between its estimates, and the amount actually reflected in the 
budget for the department. . 

We reco~end that the Departments of Finance and Consumer Affairs 
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reconcile. the discrepancy and report the results to the Legislature, prior 
to budget hearings. . 

Cost of AdminiitrativeHeatings 
We recommend that legislation be enacted tv assess ui1successful liti­

gants for the cost of hearings held by the Office of Administrative Hear­
ings, for a potential savings to various funds of up to $1,92O,(}()() annually. 

Under the Administrative Procedures Act, the Office of Administrative 
Hearings (OAH) in the Department of General Services conducts hear­
ings, on a reimbursement basis, for the boards and bureaus of the depart­
IIlent (as well as for numerous other state agencies) when requested to 
do so. The boards and bureaus of the department request that hearings be 
held whenever (1) a licensee seeks redress from an administrative deci­
sion of a board or bureau, or (2) a board or bureau seeks to take action 
against a licensee under the provisions of the various occupationallicens­
ing laws which they administer. 

Existiriglaw requires the boards ahd bureaus to pay the full cost of the 
hearings. The only portion of this cost which may be recovered is a portion 
of the transcript preparation expense, which maybe passed through to 
parties who request transcripts. Although the exact percentage varies 
from agency to agency in the department, the boards ana bureaus normal­
ly have their decisions upheld approximately 90 percent of the time. 

In superior and municipal courts, civil litigants are required to pay a fee 
when they file an action. In most counties, a portion of that fee is used to 
partially·offset the cost of providing court reporters. In addition, various 
courts charge for the actual costs of reporters, juries, transcripts, and other 
expenses .• 

Similar charges could be imposed by the boards and bureaus on those 
requestinga.hearing. Imposition of such fees would transfer the cost ofa 
hearing from the state to the patty which initiates these costs. Additional­
ly, charging litigants for the cost of their hearings could discourage frivo­
lous . appeals. However, in order. to avoid penalizing persons for 
challenging err:oneous decisions, and thereby discouraging them from 
doing so, assessments should only be levied in cases where the board's and 
bureau's decision is upheld. Additionally, the boards and bureaus could be 
authorized to waive all or a portion of the fees if the litigant can demon­
strate a financial hardship. 

For 19~, the boards and bureaus of the department have budgeted 
a total of $2,180,000 for OAH hearing costs. If the boards and bureaus 
charged litig~ts for hearing costs in 90 percent of these cases, they would 
collect approxlmately $1,962,000 annually to cover OAH charges. 

For the reasons given above, we recommend the enactment of legisla­
tion requiring that unsuccessful litigants be assessed the actual costs of the 
administrative hearings held pursuant to their request, for a potential 
s!lvings of up to $1,962,000 annually to various special funds. 

Overbudgeted Operating Expenses 
We recommend reductions in various items due to overbudgeting for 

operating expenditures for a total savings of $239,600. 
Our analysis indicates that many of the agencies within the department 

have requested funds for operating expenses which either lack adequate 
justification or are overbudgeted. A brief description of our findings, by 
agency, follows. 

------------- ._--
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1. Board of Accountancy (Item 1120-001-704). The board has budget­
ed for a word processor. The State Administrative Manual contains stand­
ards and guidelines relating to the purchase and use of office automation 
equipment, including word processing systems. These guidelines are de­
signed to (1) minimize the proliferation of non compatible equipment and 
software, (2) facilitate the integration of office automation equipment 
with central data processing systems, and (3) ensure that acquisitions for 
data processing equipment are based on a feasibility study report. The 
Department of Consumer Affairs indicates that the board's proposed pur­
chase would not be compatible with its central data processing system. In 
addition, neither the board nor the Department of Consumer Affairs has 
prepared a feasibility study report before the board made its request. As 
a result, we recommend the deletion of the requested funds for a savings 
of $7,000. 

2. State Athletic Commission (Item 1140-006-001). The commission is 
requesting $1,000 for one 35 mm camera for use during boxing events to 
develop instructional materials to be used in training referees. The com­
mission indicates that it currently uses slides provided to it from the press, 
The commission is unable to document the benefits to be gained from 
taking its own phbtographs, rather than using those taken by professional 
photographers employed by newspapers. Accordingly, we recommend 
this request be deleted from the commission's budget. 

3. Board of Barber Examiners (Item 116O-010-713). The board is re­
questing $7,600 to purchase an additional subcompact car in 19~ for 
its inspection program. The Department of General Services indicates, 
however,· that the 19~ price for subcompact 4-door sedans is $5,800, 
not the $7,600 budgeted by the board. As· a result, we recommend $1,800 
be deleted from the board's budget. . 

4. Board of Cosmetology (Item 1240-022-738) (a) Chapter 965, Stat­
utes of 1982 (SB 1975) , revises requirements regarding recenttraining and 
practical experience as a prerequisite for board licensure. In addition, 
Chapter 965 extends the conditions under which the board may take· 
di!lciplinary action to implement provisions bf the Cosmetology Act. 

The board is requesting $67,000 and 2.1 additional positions toimple­
ment this statute. When SB 1975 was heard by the fiscal committees, the 
department stated that the bill would result in increased costs of $33,000 
to the Board of Cosmetology Contingent Fund in 19~ and each subse­
quent fiscal year. When the Legislature considered and passed SB 1975,it 
did so with the understanding that the bill would cost $33,000 annually, not 
the $67,000 the bbard has budgeted. 

Our analysis indicates the original estimate of $33,000 is sufficient to 
fund the provisions of Chapter 965. As a result, we recommend a reduction 
of $34,000 from the board's appropriation. . 

(b) The budget proposes $47,000 for Attorney General legal services to 
the board in 19~. Table 2 shows the amounts appropriated to the board 
for these services, as well as the amounts reverted, since 1979-:80. 

Table 2 shows that the board has reverted an average of $37,000 annual­
ly, or 58 percent of the amounts appropriated, for legal services since 
1979-80. We recomniend a reduction of 50 percent, or $23,000, in the 
amount budgeted for Attorney General services to more accurately re­
flect actual spending levels for the prior years. 
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Table 2 
Board of Cosmetology 

Expenditures for Lega. Services 

Amount Appropriated ........................ : ..... ; ........ . 
Amount Expended ............... ;· ................. : ........... . 
Amount Reverted ............................................... . 

1979-80 
$60,000 
21,000 
39,000 

Actual 
1fJ80...81 

$64,000 
17,000 
47,000 

a Based on actual expenses incurred for July through December 1982. 
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1981-82 
$69,000 
23,000 
46,000 

Estimated 
1!J8$..83 
$45,000 
28,000 a 

17,000 

(c) The bo.ard is requesting $1,800 in the budget year to. purchase nine 
cameras which will be used by the department'sDivisio.n o.fInvestigation. 
The bo.ard indicates that these cameras would be used to. identify co.de 
vio.latio.ns o.n the part of co.smeto.logy establishments in the co.urse o.f divi­
sio.n inspections: .The division's budget indicates, ho.wever, that the divi­
sio.n is requesting eight cameras, at a to.tal Co.st o.f $2,888. The board's 
request, therefore, is unnecessary and we reco.mmend that the funds be 
deleted fo.r 'a savings o.f $1,800. . 

5. Board of Medical Quality Assurance {Item 1390-046-758}. (a) The 
Medical Bo.ard's pro.po.sed budget includes a request to. replace 14 auto.mo.­
biles in its current fleet with subco.IIlpact vehicles. The to.tal amo.unt o.f the 
bo.ard's request is. $105,000, o.r$7,500 per vehicle. The 1983-84 price guide­
lines developed by the Departmento.f General Services indicate that the 
appro.priate price fo.r subco.mpact auto.mo.biles is $5,800. We, therefo.re, 
reco.mmend a reductio.n of $24,000; , 

(b) Additio.nally, the ,board's budget includes $391,000 fo.r rent. The 
department's Business Services Office indicates that the bo.ard's rent will 
be $357,000 during 1983-84, We, therefo.re, reco.mmend a reductio.n o.f 
$34,000, fo.ra savings to. the Contingent Fund o.f the Bo.ard o.f Medical 
Quality Assurance, . .., 

6. Division of Administration {Item 1655-090-702}. The divisio.n pro.­
vides centralized services such as accounting, budgeting, and perso.nnel to. 
the vario.us agencies within the department. Wo.rklo.ad within the division 
is expected to. increase when the Bureau o.f Auto.mo.tive Repair begins 
reo.rganizjng current staff and hires additio.Ilal staff to. implement Ch 
892/82(SB 33). 

The divisio.nhaspro.po.sed 161imited-term ando.ne permanent po.sition 
to. handle the anticipated worklo.ad increase. The divisio.n indicates that 
these po.sitio.ns will be lo.cated within, its current allo.cated space. 

A review o.f the divisio.n's budget indicates that rent fo.r these po.sitio.ns 
has been do.uble-budgeted. Acco.rdingly, we reco.mmend a reductio.n o.f 
$31,000 fo.r a co.rresponding savings to. the Co.nsumer Affairs Fund. 

7. Division of Consumer Services {Item 1640-086-001}. (a) The divi­
sio.n is requesting $322,000 fo.r suppo.rt o.f its research and special projects 
co.mpo.nent fo.r 1983-84. The divisio.n indicates that $294,000 o.f this amo.unt 
will be spent as fo.llo.ws: $206,000 fo.r perso.nal services and o.perating ex­
p~~s~s, ~d $88,000 fo.~ the. Go.lden State Se~o.~. Disco.unt Pr?gram. The 
dIVISIOn IS unable to. Identify ho.w the remammg $28,000 wtll be used. 
Therefo.re, . we reco.mmend the deletio.n o.f this amo.unt, fo.r a savings of 
$28,000 to. the General Fund. 

(b) The Go.lden State Senior Disco.untPro.gram was established by 
Chapter 31, Statutes·o.f 1980 (AB 1248), with a "sunset" clause fo.r Decem­
ber 31, 1982. The pro.gram was. extended by the Older Califo.rnians Act 
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(Chapter 912, Statutes of 1980). The program's objective is to provide 
technical assistance to communities to facilitate the development of local 
discount programs. 

The division is requesting $88,000 from the General Fund to implement 
the program in the budget year. Of the amount requested, $14,000 would 
be used to contract with senior citizens to act as local program coordina­
tors. Our review of the program and discussions with local officials indicate 
that the duties of the proposed "contract personnel" currently are being 
provided by volunteers. As a result, we recommend that these funds be 
deleted, for a savings of $14,000. 

(c) The Division of Consumer Services and the Division of Administra­
tion jointly subscribe to a computerized legislative monitoring service to 
assist in tracking bills ()f interest to the department. The Division of Con­
sumer Services' share of the cost for this contract in the budget year is 
$2,000. The division's budget, however, requests $5,000 for the contract. As 
a result, we recommend a reduction of $3,000. 

8. Various Agencies. Our review indicates that six agencies within the 
department have requested funds to buy copiers iIi the budget year. These 
requests are displayed in Table 3. The table also shows each agency's 
projected workload in terms of the number of copies of materials to be 
made per month. Discussions with the Department of General Services 
(DGS) staff indicate that different-sized copiers are available to accom­
modate different volumes of work. Specifically, copiers which are capable 
of reproducing up to 8,000 and 12,000 copies per month are available at 
$2,000 and $3,000· each, respectively. Based on these price estimates, we 
project that costs will be lower than the amounts requested by the various 
agencies, as shown in Table 3. Accordingly, we recommend the six items 
be reduced by the corresponding amounts for a total reduction of $37,000. 

Table 3 
Amount and Number of Copiers Requested by Various Agencies 

(dollars in thousands) 

Board 
1. Board of Architectural Examiners .. 
2. Bureau of Employment AgenCies .. .. 
3. Board of Fabric Care ........................ .. 
4. Structural Pest Control Board ........ .. 
5. Division of Investigation .................. .. 
6. Division of Administration .............. .. 

Continuing Education Report 

Item 
1130-004-706 
1300-030-180 
1320-034-745 
1530-074-775 
1655-090-702 
1655-090-702 

Projected 
Ertimated Costs 

Number Number Amount based on Recom· 
of of Copies in DCS mended 

Copiers Per Month Budget Price Re<loction 
1 1,000 $6 $2 $4 
1 8,000 6 2 4 
1 8,000 6 2 4 
1 10,000 6 3 3 
2 12,000 12 6 6 
5 9,000 31 15 16 

The Supplemental Report of the 1982 Budget Act required the Depart­
ment of Consumer Affairs to evaluate and report to the Legislature by 
November 15, 1982, on the effectiveness, costs, and benefits of existing 
continuing education requirements. The department's report was not sub­
mitted to the Legislature until January 1, 1983. As a result we will present 
an evaluation of the report and comments on the subject of continuing 
education during subcommittee hearings. 
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Item 1700 from the General 
Fund and Federal Trust Fund Budget p. SCS 71 

Requested 1983-84 ......................................... ; .............................. .. 
Estimated· 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

$8,327,000 
7,980,000 
8,813,000 

Requested increase (excluding amount for salary 
increases) $347,000 (+4 percent) 

Total recommended reduction ................................................... . 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
17()()'()()1-OO1-Support 
17()()'()()1-890-Support 

Fund 
General 
Federal Trust 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Consulting Contracts. Reduce by $243,000 (Item 17~OOl-

001 General Fund). Recommend reduction in funding be­
cause department has provided no justification for proposed 
consulting contracts. 

2. Recovering Administrative Costs. Recommend that legis­
lation be enacted: (1) Requiring the department to recover 
its processing costs out of monetary settlements and dam-
ages awarded; (2) Depositing all such recoveries in the Gen-
eral Fund (Potential increase in General Fund revenues: 
$1.5 million). 

GENERAL PROGRAM STATEMENT 

·$243,000 

Amount 
$8,327,000 
(1,852,000) 

Analysis 
page 

173 

174 

The Department of Fair Employment and Housing enforces laws which 
promote equal opportunity in housing, employment, and public accom­
modations. These laws prohibit discrimination on the basis of race, reli­
gion, creed, national origin, ancestry, sex, marital status, physical 
handicaps, medical conditions, and age. 

The department consists of two divisions: 
1. Prevention and elimination of discrimination in employment and 

housingwhich seeks to promote equaloppdrtunity and to improve social 
relationships by preventing and eliminating discrimination in employ­
ment, housing, public accommodations. 

2. General administration which provides budget, accounting, person­
nel, and other administrative support services. 

The departInent has 258;6 authorized positions in the current year. 

ANAL YSISAND RECOMMENDATIONS 
The budget proposes an appropriation of $8,327,000 ·from the General 

Fund for support of the Department of Fair Employment and Housing 
(DFEH) in 1983-84. This is $347,000, or approximately 4 percent, over 
estimated current-year expenditures. This increase, however, does not 
take into account the added cost of any salary or staff benefits increase that 
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may be approved for the budget year. 
The budget proposes expendifures from all sources, including federal 

funds and reimbursements, of $10,203,000 in 1983-84. This is an increase 
of $273,000 or 2.7 percent over estimated current-year expenditures. 

Table 1 presents a summary of department expenditures, by program 
and fundiIig source, for the three-year period ending June 30, 1983. It 
shows that the General Fund appropriation finances approximately 82 
percent of the department's expenditures, while the Federal Trust Fund 
appropriation supports about 18 percent. . 

Among the. principal changes reflected in the department's proposed 
1983-84 budget are (1) the termination of the Governor's Task Force on 
Civil Rights, (2) the abandonment of excess leased office space in San 
Francisco, (3) the deletion of two professional positions, and (4) establish­
ment of four clerical positions to adjust for prior staffing reductions; 

Table 1 

Department of Fair Employment and Housing 
Budget Summary 

(dollars in thousands) 

Actual Estimated Proposed Change 
Program Expenditures 
Enforcement of Anti-discrimi-

1981-82 1982-83" 1983-84 AmoUnt Percent 

na.tion Laws ......................... . $8,521 $8,563 $9,082 $519 6.0 
Fair Employment and Housing 

Commission b ...................... .. 561 
Administrative Services ............ .. 1,793 1,281 1,121 -160 -12.5 
Governor's Task Force on Civil 

Rights ..................................... . 215 86 -86 -'-100.0 -- -- --
Tota.! EXpenditures ............ .. $11,090 $9,930 $10,203 $273 (2.7) 

Source of Funds 
Genera.! Fund ............................... . $8,813 $7,980 $8,327 $347 4.3 
Federa.! Trust Fund ................... .. 2,084 1,852 1,852 
Reimbursements ........................ .. 193 98 24 -74 .,..75.5 -- -- --

Tota.lFunds Available ...... .. $11,090 $9,930 $10,203 $273 (2.7) 
Personnel-years ............ , ........... ; .. . 285 258.6 257.4 1.2 

"Estimated expenditures for 1982-83 do. not reflect the 2 percent unallotmentdiiected by Executive 
Order D+83. . 

b Funding for the commission for 1982-83 and i983-84 is showniri. the budget display for the Fair 
Employment and Housmg Commission (Item 1705) because, pursuant toCh. 625/81, the commission· 
was severed from DFEH and established as a separate iri.dependententity. 

Undocumented· Consulting Expenses 
We recommend a deletion of $24~OOO in General Fund support (Item 

1700-001-001) requested for consulting expenses because the need for 
these funds has not been established. . 

The department's budget includes $243,000 for consulting and profes­
sional services. Thisis the same amount budgeted for the current year. 

At the time this Analysis was prepared; the department had not pro­
vided justification for the amount budgeted for consulting services in 
either the current year or the budget year. Without any clear document!l­
tion of the need for these funds, we have no basis for recommending that 
they be approved. Furthermore, including funds for unspecified purIJoses 
in the Budget Bill prevents legislative review and control of fund alloca~ 
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tions in the budget. Accordingly, we recommend a $243,000 reduction in 
the amount requested for consulting contract expenses, for a General 
Fund savings of $243,000 in Item 1700-001-001. 

Recovering Administrative Costs Out of Settlemel'!ts and Damages Collected 
We recommend that legislation be enacted (J) requiring DFEH to 

recover its actual investigative and administrative costs for each case that 
results in a monetary settlement or awarded damages for the complainant 
and (2) depositing all such recoveries in the General Fund (potential $1.5 
million in additional revenues). 

Under existing law the department receives and investigates complaints 
regarding violations of the state's antidiscrimination laws. If a complaint 
is found meritorious, DFEH will proceed, on behalf of the complainant, 
to rectify the violation by seeking appropriate corrective or compensatory 
action. If the case cannot be resolved informally, the department may file 
a formal "accusation" against the cited party. Formal accusations are 
heard by an administrative law judge (ALJ) who makes findings of fact, 
issues a decision on the complaint, and assesses damages if warranted. The 
ALJ decision on the case as well as the award of damages, are subsequently 
reviewed by the Fair Employment and Housing Commission for adoption, 
modification, or rejection. 

Complainants represented by DFEH do not pay, nor does the depart­
ment collect, any fees to cover the cost of DFEH services in processing 
cases. 

Monetary A wards to Complainants. A DFEH case may be resolved by 
an offer and acceptance of a cash settlement, or by an award of damages 
by the Fair Employment and Housing Commission. According to DFEH 
records, approximately 16 percent of all cases closed each year since 1979-
80 have been resolved in a manner that involves a monetary settlement 
or damages award. 

Table 2 shows the total number of cases closed each year from 1979-80 
through the first half of 1982-83. The table also indicates the total number 
of cases closed that involved monetary awards. For example, during 1980-
81, the department reports that 1,253, or nearly 16 percent of its total case 
closures, were resolved by monetary settlement or the award of damages. 
In the current year, 647 (16 percent) of all cases closed through December 
1982 involved some form of monetary compensation for the complainant. 

Based on DFEH case management history, we estimate that approxi­
mately 1,250 (16 percent) of the 7,880 cases the department reports it will 
close in 1983-84 will involve a monetary settlement or damages award. 

Table 2 
Department of Fair Employment and Housing 

Anti-discrimination Cases Closed 

1979-80 
Cases settled (monetary) .......................... 1,138 

Cases settled (nonmonetary) .................. 554 
Cases closed by other means.................... 5,554 

Total cases closed ..... .................... ....... 7,246 

1980-81 
1,253 

1,011 
5,773 

8,037 

• Legislative Analyst projection, based on DFEH data. 

1982-83 1983-84 
1981-82 (Six Months) (Projected) 

1,484 647 1,250 , 

1,018 
6,721 

9,223 

446 
2,889 
3,982 

799' 
5,831 ' 

7,880 
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Table 3 displays the total amounts of settlements and damages that have 
been awarded to complainants since 1979-80. The table also shows the 
average award per case during this period. We have estimated the total 
amount of awards and the average award per case in 1983-84, based on 
data provided by the DFEH. In the budget year, we estimate that awards 
will average $8,326 per case. 

Table 3 
Department of Fair Employment and Housing 

Awards Obtained from Settled 
Antidiscrimination Cases 

1982-83 
1979-80 1980-81 1981-82 (Six Months) 

Total Cases Settled 
Involving Monetary 
Awards ........................ 1,138 1,253 1,484 647 

Amount Awarded ............ $6,917,396 $8,073,535 $8,296,566 $9,830,099 
Average Award Per Case $6,078 $6,443 $5,591 $15,193 

• Legislative Analyst projection, based on DFEH data. 

1~ 
(Projected) 

1,250 a 

$10,407,500 • 
$8,326" 

Case Processing Costs. In April 1982, the department reported to the 
Legislature that its processing costs averaged $1,190 per case. The depart­
ment was unable to provide an estimate of average case processing costs 
for 1983-84. Based on the average for April 1982, we estimate that the 
department will require approximately $1.5 million to investigate the 
1,250 cases that are likely to be resolved during 1983-84 in a manner that 
involves monetary compensation. The department's expenses-$1.5 mil­
lion-are equivalent to approximately 14 percent of the total amount 
awarded to successful complainants. 

Processing Costs Could Be Funded Without Reducing Compensatory 
A wards to Complainants. Our review of this budget indicates that the 
department's investigative and administrative costs could be recouped 
out ofthe amounts paid by the targets of discrimination complaints, with­
out reducing the size of the awards to the complainants. 

Currently, cost recovery is authorized in antitrust cases involving repre­
sentation by the Attorney General (Section 16750 of the Business and 
Professions Code). If DFEH were authorized to seek reimbursement for 
its actual costs of processing cases, the department's reliance on annual 
General Fund support could be substantially reduced. To assure that these 
recoveries do not come at the expense of the complainants, the depart­
ment could request that reimbursement for its processing costs be added 
to the awards made to those filing complaints. 

Furthermore, in cases that are settled outside of adjudicatory proceed­
ings the department could seek recovery of its own direct costs as part of 
the negotiated settlement amount, but exclusive of any amount directly 
compensating the complainant for injuries suffered. 

Accordingly, we recommend the enactment of legislation requiring 
DFEH to recover its actual investigative and administrative costs for each 
case that results in a monetary settlement or the award of damages by 
requesting that these costs be assessed separately. 

Further, we recommend that the department be required to account 
for, and transfer to the General Fund all monies recovered by DFEH 
pursuant to this requirement. We estimate that implementation of this 
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recommendation will result in approximately $1.5 million in additional 
General Fund revenues in 19~. 

FAIR EMPLOYMENT AND HOUSING COMMISSION 

Item 1705 from the General 
Fund Budget p. SCS 74 

Requested 19~ ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

$613,000 
582,000 
452,000 a 

Requested increase (excluding amount for salary 
increases) $31,000 (+5 percent) 

Total recommended reduction ........•........................................... $82,000 

• Funding included in the budget display for the Deparbnent of Fair Employment and Housing (Item 
1700). 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Commission Staffing. Reduce Item 1705-001-001 by 

$39,(){)(). ReconiInend deletion of two positions because 
workload volume does not justify existing staffing level. 

2. Staff Support Services. Reduce Item 1705-001-001 by 
~(){)(). Recommend reduction of $43,000 because ac­
counting, budgeting, business, and personnel services can 
be obtained for a lesser amount. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 
177 

178 

The Fair Employment and Housing Commission establishes overall pol­
icy pursuant to state law which prohibits discrimination in employment, 
housing, and public accommodations on the basis of race, religion, creed, 
color, national origin, sex, marital status, physical handicap, medical condi­
tion, and age. 

The commission carries out its statutory mandate through five func­
tions. 

(1) Adjudicatory, Proceedings 
The cOmihission hears formal accusations filed by the Department 
of Fair Employment and Housing, and issues decisions in these 
cases. 

(2) Judicial Reviews of Commission Decisions . 
Commission staff assists the Attorney General when commission 
decisions are appealed to the superior and appellate courts. 

(3) Investigation Hearings 
The commission conducts fact-finding hearings on selected matters 
involVing illegal discriminatory activity. 

(4) Regulatory Hearings ' 
Section 12935 of the Government Code authorizes the,commission 
to promulgate regulations and standards to implement the state's 
antidiscrimination statutes. 
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(5) Amicus Curiae Activity 
The commission prepares and submits legal briefs in cases involving 
issues related to the commission's jurisdiction. 

The commission is composed of seven members appointed by the Gov­
ernor to four-year terms. 

Prior to January 1982, funding for the commission was provided through 
the Department of Fair Employment and Housing. Chapter 625, Statutes 
of 1981, established the commission as an independent entity. Conse­
quently, funding for the commission is shown separately in the 1983-84 
Dudget. 

The commission has 13.5 authorized positions in the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $613,000 frQm the General 

Fund to support th.e Fair Employment and Housing Commission in 1983-
84. This represents an increase of $31,000, or 5 percent, over estimated 
current-year expenditures. This amount will increase further if any salary 
or staff benefits increases are approved for the budget year. 

This 5 percent increase consists of budget year adjustments for staff 
. benefits, standard price increases, and an increase in rent for office space 
due to the transfer of commission staff from Sacramento to San Francisco. 

Commission Overstaffed 
We recommf]nd the deletion of two positions that are not justified by 

projected workload., for a General Fund savings of $39,()()(). 
The commission staff currently is composed of 7 attorneys (one of which 

serves as Executive Legal Affairs Secretary) , 4.5 legal secretary-stenogra­
phers, 1 business services officer and temporary staff (law clerks) equiva­
lent to one personnel-year. The staff estimates that during the current 
year, it will produce 40 commission decisions, assist the Attorney General 
in 10 cases before superior and appellate courts, conduct one investigative 
hearing and hold one hearing on commission regulations. A similar vol­
ume of workload is expected in 1983-84. 

Our review indicates that based on anticipated workload, this agency is 
overstaffed. 

During legislative hearings on the 1981-82 Budget Bill, the commission 
justified its request for 3.5 additional positions (2.5 attorneys and 1 clerical 
assistant) on the basis that it anticipated a 50 percent-to-l00 percent work­
load increase in 1981-82. Specifically, the commission expected to receive 

. between 50 and 70 appeals from Department of Fair Employment and 
Housing (DFEH) administrative hearings. The commission s staff estimat­
ed that it would receive approximately 70 appeals in 1982-83. We support­
ed this staff augmentation based on the commission's workload 
projections. . 

The additional workload, however, did not materialize. In fact, accord­
ing to the performance measures reported in the 1983-84 budget, the 
number of appeals to the commission in 1982-83 is only 21 percent above 
the 1980-81 level. Table 1 summarizes the changes in workload and in 
staffing. . 

Priorto the increase in staff attorneys during 1981-82, we estimate that 
each coinmission attorney handled an average of 7.3 cases annually. Cur­
rently,each staff attorney handles an average of only 5.7 cases annually. 
This represents an average reduction in caseload per attorney of 20 per­
cent. In order to bring the number of staff attorneys more into line with 
the number of appeals filed with the commission, we recommend ap-
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proval for 6 attorneys, or one less than currentlx authorized. Given the 
current attorney-to-secretary ratio, this would allow a reduction of one­
half secretary-stenographer postion. 

We, therefore, recommend the deletion of one staff attorney position 
and one-half secretary position that are not justified by existing. or an­
ticipated workload, for a General Fund savings of $39,000 (Item 1705-001-
001). 

Table 1 
Fair Employment and Housing Commission 

Workload and Staffing Summary 

1980-81 1981-82 
Number of appeals to FEHC ............................. : ................ .. 33 40 
Number of staff attorneys .................................................... .. 4.5 7 
Average appeals per attorney .............................................. .. 7.3 5.7 

Support Services Not Cost-Effective 

1982-83 
40 
7 
5.7 

1983-84 
40 
7 
5.7 

We recommend a General Fund reduction of $~()()() (Item 1705-001-
(01) ~ because accounting, budgeting, business~ and personnel services can 
be obtained for less than the budgeted amount. 

The budget proposes expenditures totaling $63,000 for accounting, 
budgeting, business, and personnel services in 1983-84. This amount con­
sists of: (a) $45,000 for one proposed staff position (and related operating 
expenses) to provide business and personnel services, and (b) $18,000 to 
contract with the Department of Fair Employment and Housing for ac­
counting and budgeting services. 

Our analysis indicates this is not a cost-effective arrangement for obtain­
ing these services in 1983-84. 

The. Contracted Fiscal Services Unit (CFS) in the Department of Gen­
eral Services currently provides accounting, budgeting, and business serv­
ices to smaller state agencies. The CFS clients generally have budgets that 
are not large enough to warrant maintaining full-time staff position (s) to 
provide these fiscal services, making it more cost-effective for them to 
contract for these services. 

The CFS estimates that it could provide the accounting, budgeting, and 
business services for the commission in 1983-84 at a cost of approximately 
$17,000. In addition, the Personnel Services Unit of the Department of 
General Services estimates that it could provide personnel services sup­
port to the commission at an annual cost of $3,000. Therefore, if the com­
mission were to contract with these Department of General Services units 
for these support services, it would require approximately $20,000 in 1983-
84. This amount is $43,000 less than the amount requested in the budget 
for 1983-84. On this basis, we recommend that the commission either 
contract with the Departmentof General Services for the needed support, 
or modify its contract with the Department of Fair Employment and 
Housing to obtain these support services in 1983-84 at a cost not to exceed 
$20,000. 

In either case, the proposed staff position is not justified on a fiscal basis. 
At the. time this Analysiswas prepared, no formal justification had been 
presented to the Legislature for the permanent establishment of this posi­
tion in 1983-84. No "Budget Change Proposal" (BCP) has been submitted 
by the commission or the Department of Finance, as is required by the 
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State Administrative Manual for all proposed new positions. Witl;1out a 
statement from the commission documenting either the need for, or the 
potential cost-effectiveness of, the new position, we have no basis for 
recommending that the posi?on be approved. Accordingly, we recom­
mend a General Fund reduction of $43,000 (Item 1705-001-001), and sug­
gest that the commission obtain needed accounting, budgeting, business, 
and personnel services using the $20,000 remaining in the budget for this 
purpose. 

State and Consumer Services Agency 

OFFICE OF THE STATE FIRE MARSHAL 

Item 1710 from the General 
Fund Budget p. SCS 75 

Requested 1983-84 .... ; ................................................................... .. 
Estimated 1982,;,83 a ....................................................................... . 

Actual 1981-82 ................................................ ; ................................ .. 

$4,171,000 
4,002,000 
3,974,000 

Requested mcrease (excluding amount for salary 
increases) $169,000 ( +4.2 percent) 

Total recommended reduction ................. ; ............................. ~ ... . $142,000 

"The total estimated expimditurefor 1982-S3does not reflect the 2 percent unallotment directed by 
Executive OrderD·l-83. . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Allocation of Cost Increases. 'Reduce. Item 1710~OOl-001 by 
$~OOO and iricreasereimbursements by $25,000; Recom­
mend reduction in General Fund support to properly allo­
cate cost increases to reimbursement-related activities. 
Further recommend that the office' and the Department of 
Finance develop a method to accurately allocate office 
overhead costs to all programs (potential General Fund sav­
ings in excess of $100,000) . 

2. Hospital Safety Standards. Reduce Item 171~OOl-OOl by 
$47,000 and increase reimbursements by $47,000. Recom~ 
mend shift in funding source because work previously fund­
ed from General F,und will be paid for under an interagency 
agreement. " I . . • 

3. Pipeline Safety Progrl:\.IIl. Withhold recommendation' on 
$235,000 of reimbursement-related activity pending (a) 
clarification of funding mechanism and (b) adoption of 
regulations defining agency responsibilities. . 

4. Increased Listing Fees. Reduce Item 1710-001-001 by $7Q,-
000 and increase reimbursements by $7Q,OOO. Recommend 
reduction in General Fund support to reflect increased fees 
in building materials listing program. . 

5. Inspection of State-Leased Facilities. Recommend that in­
teragency agreement between Department of General 
Seryices and the office providing fo.r· inspection and plan 
reVIew of state-leased space be continued.' .' 

Analysis 
page 

181 

182 

183 

184 

184 
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GENERAL PROGRAM STATEMENT 
The Office of the State Fire Marshal is responsible for protecting life and 

property from fire. It does this: 
• By developing, maintaining, and enforcing fire safetY standards for all 

state-owned/ occupied structures, all educational and institutional 
facilities, public assembly facilities, organized camps, and buildings 
over 75 feet in height. 

• By developing, maintaining, and enforcing controls for portable fire 
extinguishers, explosives, fireworks, decorative materials, fabrics and 
wearing apparel. 

Office activities are carried out through two programs. The first pro­
gram, Public Fire Safety, consists of (1) enforcement, and (2) analysis and 
development. The second program, Administration, provides policy guid­
ance and administrative support to the Public Fire Safety program. The 
office was budgeted 113.9 positions in the current year to carry out these 
activities. In addition, 1.5 positions were established administratively to 
implement recent legislation, for a total of 115.4 positions. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $4,171,000 from the General 

Fund for support of the Office of the State· Fire Marshal in 1983-84. This 
is an increase of $169,000, or 4.2 percent, over estimated current-year 
General Fund expenditures. Total proposed expenditures for 1983-84, 
includipg reimbursements are $5,487,000, as compared to $5,007,000 in the 
current year, an increase of 9.6 percent. This amount will increase by the 
amount of any salary or staff benefit increases approved for the budget 
year. In addition to continuing the office's 113.9 authorized positions, the 
budget proposes a net increase of 6 positions related to program changes. 

Table 1 
Office of the State Fire Marshal 

Proposed 1983-84 Budget Changes 
(in thousands) 

General 
Fund" 

1982-83 Revised Expenditures ........................................ $4,002 
Baseline Adjustments: 

Merit salary adjustment ................................................ 43 
Price· increase ..................................................... ............. 95 
Retirement adjustment.................................................. 140 
Shift cargo tank program to CHP .............................. -92 
Deduct one-time expenditures .................................... -17 
Deduct administrative program additions .............. .. 

Proposed Program Changes: 
Hospital safety standards ............................................ .. 
Automatic e~guishing systems .............................. .. 
Pipeline safety ................................................................. . 
Fire safety products listing ......................................... . 

Total Adjustments· ....... : .... , ............................................ ,.... $169 
1983-84 Proposed Expenditures ...................................... $4,171 

Federal Reim-
Funds hursements 

$31 $974 

-31 
-73 

-62 

86 
69 

235 
.87 

--:$31 $342 

$1,316 

Totala 

$5,007 

43 
95 

140 
-165 
-48 
-62 

86 
69 

235 
~ 

$480 

$5,~ 

• The total estimated expenditure for 1982-83 does not reflect the 2 percent unallotrnent directed by 
Executive Order D-I-83. 

_______ .0_ ~~~ 



Item 1710 STATE AND CONSUMER SERVICES / 181 

Table 1 summarizes the adjustments and proposed changes reflected in 
the budget. As shown in the table, the proposed budget changes include 
a $169,000 increase in General Fund support and a $342,000 increase in 
reimbursement-related activities. 

The most significant changes proposed in the office's budget are (1) the 
transfer of the cargo tank inspection program from the Fire Marshal to the 
California Highway Patrol and (2) the addition of four new programs. 

Cargo Tank Inspection 
Chapter 1255, Statutes of 1982, shifted the responsibility for the enforce­

ment of cargo tank regulations and the inspection and registration of cargo 
tanks to the Highway Patrol. Previously, the Eire Marshal had received a 
$92,000 General Fund appropriation to carry out this work in 1982-83. The 
act also authorizes the Air Resources Board (ARB) to contract with the 
patrol for inspecting and certifying vapor recovery systems on gasoline 
cargo tanks. In past years, the Fire Marshal had performed this service for 
the ARB on a reimbursement basis, at a cost of $73,000. Five positions 
related to this program will be eliminated. 

New Programs 
Additional funding of $404,OOO-all from reimbursements-is proposed 

for four new programs: . 
1. Hospital Safety Standards-The Hospital Seismic Safety Act of 1982 

(Ch 303/82) requires the Office of Statewide Health Planning and Devel­
opment to contract with the Fire Marshal to review plans and specifica­
tions for and conduct inspections of new hospital construction and 
alterations. The budget includes $86,000 in reimbursements and two posi­
tions for this work. 

2. Automatic Fire Extinguishing Systems-The budget includes $69,000 
in reimbursements. and two positions for the implementation of the· auto­
matic fire extinguishing systems licensing program (Ch 699/82). The Fire 
Marshal is required to adopt and administer regulations for servicing, 
testing, and maintaining automatic systems, and tor licensing individuals 
who perform the work. . 

3. Pipeline Safety-Chapter 861, Statutes of 1981, gave the State Fire 
Marshal regulatory. authority over intrastate hazardous liquid pipelines. 
Two hundred thirty-five thousand dollars ($235,000) of reimbursement­
related activity and five positions are proposed in the budget year for this 
program. . 

4. Fire Safety Products ListJilg-Under the provisions of Ch 1322/82 
the Fire Marshal is authorized to evaluate, test, approve, disapprove and 
list fire safety products. He is further authorized to establish· and collect 
fees to cover the cost of the program. Reimbursements in the amount of 
$87,000 and two positions are included in the office's 1983-84 budget for 
activities related to this program. 

Cost Increases. Not Properly Allocated 
We recommend a reduction of $25,()()(J in General Fund support, and a 

corresponding increase in reimbursements; to pr(Jperly allocate cost in­
creases among programs. We further recommend the ad(Jption of supple­
mental report language directJilgthe office to develop a reasonable and 
accurate method for alJocating overhead costs to all programs. 
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OFFICE OF THE STATE FIRE MARSHAL-Continued 
The State Admini<gtrative Manual (SAM) directs state agenqies wlnch 

perform services for other agencies, individuals, and organizations to in­
clude all appropriate costs in the charges made for these services .. The 
SAM indicates that the followin.g specific costs should be included: 

• Direct costs including identifiable salaries, wages and operating ex­
penses and charges for other than incidental use of equipment. 

• A proportionate share of overhead cost including salaries and wages, 
staff benefits and general operating expenses. 

A portion of the activities conducted by the State Fire Marshal is funded 
through reimbursements for services (including reimbursements from 
departments supported by special funds), rather than by General Fund 
appropriation. Reimbursements account for approximately18 percent of 
the office's 1983-84 baselinE. public fire safety program (before funding for 
new programs is added in). The budget, however, proposes to fund all 
merit salary adjustments and price increases for 1983-84 from the General 
Fund. These adjustments account for $138,000 of the $169,000 increase in 
General Fund support for the office in the budget year. 

As required by SAM, charges for services should be adjusted to account 
for salary and price changes, so that reimbursements accurately reflect the 
costs of providing these services to client agencies .. Accordingly, 18 per­
cent of total merit salary and price increases, or $25,000, should be covered 
by increased reimbursements. We recommend that General Fund sup­
port be reduced by $25,000, and that reimbursements be increased by 
$25,000, to reflect the proper allocation of increased costs to the various 
programs. 

Overhead Charges. Charges to recover overhead costs are not allocat­
ed among the programs operated by the State Fire Marshal on a consistent 
basis. Consequently, some reimbursement-related activities are charged 
for administrative and general expenses while others are not. Correct 
allocation of office overhead could result in General Fund savings in excess 
of $100,000, based on current-year expenditures. The exact level of savings 
that can be achieved depends on the extent to which overhead costs are 
already recovered through reimbursements. So that these savings can be 
realized, we recommend that supplemental language be adopted direct­
ing the office and the Department of Finance to develop a methodology 
for more accuratel}" tracking expenditures by function and allocating 
overhead costs to all programs, and to incorporate this methodology in 
developing the office's 1984-85 budget. The specific language is as follows: 

"The Office of the State Fire Marshal and the Department of Finance 
shall develop a methodology for accurately tracking office expenditures 
by function and allocating overhead costs to all programs. The meth­
odology shall be submitted to the Joint Legislative Budget Committee 
for review by October 1, 1983, and shall be incorporated in developing 
the office's budget for 1984-85." 

Hospital Safety Standards-Shift in Funding Source Not Recognized 
We recommend a reduction of $47,000 in General Fund support, and a 

corresponding increase in reimbursements, bccausework previol!sly£und­
ed from the General Fund will be paid for under an interagencyagree-
ment. . 

The Hospital Seismic Safety Act of 1982 (Ch 303/82) transferred respon­
sibility for enforcing building standards, checking plans,· and inspecting 
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con~truction for new hospitals and hospital alterations to the Office of 
Statewide Health Planning and Development (OSHPD). The act pro­
vides that OSHPD shall contract with the State Fire Marshal for review 
of plan~ and specifications, and for inspection of construction for compli­
ance with fire safety standards. The cost of these activities is funded from 
application fees which are deposited in the Hospital Building Account in 
the Architecture Public Building Fund. 

Prior to the enactment of Ch 303/82, the Fire Marshal was responsible 
for reviewing plans and specifications for new hospital construction. These 
activities were supported by the General Fund. The office estimates that 
$47,000 of its Gen.eral Fund support is attributable to the new hospital plan 
review. The proposal to add $86,000 in reimbursements to the office's 
budget covers only inspection activities and plan review for alterations­
those functions which are new to the office. Since the contract with 
OSflPD will cover plan review for new hospitals as well, there will be no 
need for the General Fund to continue supporting this function. Rather, 
the reimbursements will come from application fees based on the estimat­
ed construction cost of the project. We therefore recommend that Gen­
eral Fund support be reduced by $47,000, and that reimbursements be 
increased by a corresponding amount. 

P!p~line Program Not Re~dy to Flow 
We withhold recommendation on the pipeline safety program pending 

(1) the receipt of infonnation det811ing the reimbursement mecham'sm for 
the program, and (2) the adoption of regulations clarifying agency respon­
sibi{ities. 

The Pipeline Safety Act of 1981 (Ch 861/81) places certain require­
ments on the State Fire Marshal, pipeline operators and local agencies to 
ensure the safe operation of pipelines transporting hazardous liquids with­
ifl.the State of California. The budget proposes $235,000 and five positions 
in 1983-84 to fulfill the Fire Marshal's responsibilities under the act. Specif­
ically, the Fire Marsh31 is required to (1) adopt regulations which are 
consistent with federal law and regulations so that the state may qualify 
for federal reimbursement, (2) establish a technical standards committee 
to inform local agencies and operators of changes in law and regulations, 
and (3) investigate explosions of fires involving pipelines. The Fire Mar­
shal is further authorized to investigate pipeline breaks and to close pipe­
lines in the interest of public safety. It is anticipated that the costs of the 
program will be recovered through reimbursements received from local 
agencies. 

We withhold recommendation on funding for this program because 
sufficient information on. the program is n. ot available. Specifically: 

(1) A clearly defined fundIDg mechanism is needed to assure that the 
General Fund will not be responsible for program costs, and 
. (2) The federal, state, and local roles in the program need to be clari­

fied. 
Under the provisions of the act, local agencies may assess pipeline opera­

tors an annual fee to cover the costs of in~ection, testing, and meeting 
the requirements of the act. Each local agency which assesses fees is 
required to transmit to the Fire Marshal its pro rata share of the Fire 
Marshal's administrative expenses which are not covered by federal reim­
bursements. The Fire Marshal has indicated that recovery of costs under 
the act is not certain. When the legislation was being considered, the 
Legislature assumed that the feder~ government would pay for up to 50 

7-76610 
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percent of the cost of the program. Federal funds have not been forthcom­
ing, howevc;lr, and future support by the federal government is uncertain. 

Without federal support, ~he office would have to recover 100 percent 
ofits cost from local agencies. IUs not clear that this is possible. To the 
extent that the Fire Marshal e.xpends J1IDds in anticipation of revenues 
that. do not m~terialize, the result will be a deficiency in the office's 
19~ budget. In this case, the state could be obligated to cover the costs 
of the pipeline· safety. prograpl from the General Fund. 

In addition, the Pipelin~ Safety Act required the Fire Marshal to adopt 
pipeline safety remliations by January 1, 1983. The regulation process has 
been delayed, however, due tp the lack of any final federal a~tion in this 
area. Although reguiatiolls have beep. drafted, the office ind,icates that the 
regulations probably will not be ~dopted until April 1983. With no regula­
tions in place, it is not clear whether state or local agencies are responsible 
for ensuring compliance, assessing penalties, and conductmg inspections. 
Hence, we have no basis for maKing workload projections under this 
program. . 

In view of these Uncertainties, the Fire Marshal should report to the 
Legislature, prior to budget hearings, on (1) the program responsibilities 
assigned to state and local agencies, (2) workload projections for the 
office, and (3) how the costs of the program will be recovered. 

Increased Fees for I.isting Program Not Reflected 
We recommend a General Fund reduction of$7~~ and a correspond­

ing increase of $7~OOO in reimbursements, to accurately refle(Jt increased 
fees for the building materials listing program. 

The State Fire Marshal is required to prepare and publish listings of 
construction Illaterials/equipment and methods of construction/installa­
tion which conform witp building standards relating to fire and panic 
safety. Individuals or organizations must pay an original and annual 
renewal fee to have their items listed. Chapter 1322, Statutes of 1982, 
doubled the fees associated with these activities to offset fully the costs 
~ssochited with the p.rogram. The Gov«=:~or's B,!dget does not reflect the 
mcreased level of reunbursements anticipated m the budget year under 
the new fee schedule. 

Before the fee increase Was enacted, the office received $70,000 annual-
'ly in listing fees. Thus, revenues from the program should total $140,000 

in the budget ye!U", rather than the $70,000 assumed in the budget. Conse­
quently reimbursements should be increased by $70,000 and the General 
Fund appropriation should be reduced accordingly. 

Inspection of. Stat.-Leased Facilities Should Continue 
We recommenf/ tpat the interagency agreement between the Depart­

me~t of General Services and the Fire Marshal for inspection and plan 
review of state-leased space be continued, as anticipated by the budget for 
the Fire M.arShal. 

The State Fire Marshal currently conducts inspections and plan reviews 
of state-leased buildings relating to fire and panic safety requirements, 
under an interagency ~greement with the Space Mariagement Division 
(SMD) , Department of General Services. The$107,0Q0 41 reimburSements ... 
attributable to this function is included in the offl,ce's budget for 19~. 
The Department of General Services' budget, however, proposes to delete 
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the interagency agreement and have SMD perform the function directly. 
We recommend that the interagency agreement be continued as dis­

played in the Fire Marshal's budget. Section 13108 of the Health and Safety 
Code explicitly assigns to the State Fire Marshal the responsibility for 
enforcing regulations and building standards related to emergency egress 
and fire and panic safety in all state-leased buildings to the State Fire 
Marshal. The Fire Marshal may transfer inspection responsibility to quali­
fied local fire agencies upon the request of the local agency. No provision, 
however, is made for transferring this responsibility to other state agen­
cies. 

Further, in contrast to the Department of General Services, the Fire 
Marshal has individuals trained in fire prevention who conduct field in­
spections and evaluate fire risks. 

State and Consumer Services Agency 

FRANCHISE TAX BOARD' 

Item 1730 from the General 
Fund and the California Elec­
tion Campaign Fund Budget p. SCS 78 

Requested 1983-84 ......................................................................... . 
Estimated 198~ ........................................................................... . 
Actual 1981-82 ................................................................................. . 

$91,016,000 
84,740,000 
82,539,000 

Requested increase (excluding amount 
for salary increases) $6,276,000 (+7.4 percent) 

Total recommended reduction ............................ ; ...................... ; $100,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
1730-001-OO1-Support 
1730-001·905-Support 

Fund 
General 
California Election 
Campaign 

Am()unt 
$90,942,000 

74,000 

Total $91,016,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Return Estimates. Reduce Item 1730-001-001 by 

$600,000. Recommend deletion of 25 personnel-years to 
reflect revised estimates of the number of returns to be 
processed.. . 

2. Audit Positions. Augment Item 1730·001·001 by $500,000. 
Recommend addition of 23 personnel-years in order to per~ 
form cost-beneficial audits of income tax returns. (Potential 
increase in General Fund revenues: $1 million in 1983-84 
and $2.5 million annually thereafter.) 

3. Refund Notification. Recommend that the Legislature di­
rect the Department of Finance· to specify how it will com· 
ply with the new federal requirement regarding taxpayer 
notifications. 

Analysis 
page 
189 

191 

J92 
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FRANCHISE TAX BOARD-Continued 
4. Exempt Corporations. Recommend legislation increasing 193 

existing fees on exempt corporations in order to defray proc­
essing costs. (Potential increase in General Fund revenues: 
$440,000 annually.) 

GENERAL PROGRAM STATEMENT 
The Franchise Tax Board (FTB) is responsible for administering the 

Personal Income Tax (PIT) Law, the Bank and Corporation (B&C) Tax 
Law, the Senior Citizens' Property Tax Assistance Law, and the Political 
Reform Audit program. The board consists of the Director of Finance, the 
Chairman of the State Board of Equalization, and the State Controller. An 
executive officer is charged with administering the FTB's day-to-day oper­
ations, subject to supervision and direction from the board. The board has 
been authorized 2,924 persorn;tel-years for the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $90,942,000 from the General 

Fund for support of the Franchise Tax Board in 1983--84. This is an increase 
of $6,276,000, or 7.4 percent, over estimated current-year expenditures. 
This amount will increase by the amount of any salary or staff benefits 
increase approved for the budget year. The department also expects to 
receive $3,889,000 in reimbursements during 1983--84, resulting in total 
budget-year expenditures of $94,831,000. This is a $6,464,000, or 7.3 per­
cent, increase over 1982-83 expenditures. 

Table 1 
Franchise Tax Board 

Proposed 1983-84 Budget Changes 
(in thousands) 

General 
Fund 

1982-83 Current Year Estimated· ................................................ $84,666 

Baseline A¢iustmentS 
Personnel Services: 

• Retirement ................................................................................ .. 
• Merit salary adjustments ........................................................ .. 
• Other ........................................................................................... . 
Operating Expenses and Equipment .................................... .. 
Legislative Mandate .................................................................. .. 

Subtotal, Baseline Adjustments ..................................................... . 

Workload A¢iustments 
Processing andTax Assistance ................................................. . 

Program Changes 
Audits .............................................................................................. .. 

1983-84 Budget Request ................................................................. . 
Change, 1983-84 Over 1982-83: 

Amount. ..................................................................................... .. 
Percent ....................................................................................... . 

$2,488 
1,279 

33 
811 
-5 

($4,606) 

$1,223 

447 
$90,942· 

$6,276 
7.4% 

Reim­
bursements 

$3,701 

$97 
54 

37 

($188) 

$3,889 

$188 
, 5.1,,% 

Total 
$88,367 

·$2,585 
1,333 

33 
848 
-5 --

($4,794) 

$1,223 

447 
$94,831 

$6,464 
7.3% 

• Estimated expenditures for 1982-83 do not reflect the 2 percent unallotment directed by Executive 
Order 0-1-83. 
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The FTB requests funding for 2,992.6 personnel-years in 1983-84, or 69.0 
personnel-years more than the number expected to be used in the current 
year (2,923.6). 

1983-84 Expenditures 
As shown in Table 1, the factors responsible for the proposed $6,464,000 

increase in budget-year expenditures by the FTB can be divided into the 
following three categories: 

• Baseline adjustments ($4,794,000, or 74 percent of the total increase); 
• Workload changes ($1,223,000, or 19 percent); and 
• Program changes ($447,000, or 7 percent). 
The major baseline adjustments are: (1) restoration of funding for 

retirement benefits following the one-time decrease in the employer's 
contribution rate during the current year, (2) increases for merit salary 
adjustments, and (3) increases to offset the higher prices that the board 
must pay for operating expenses and equipment. The workload and pro­
gram changes are discussed further below. 

Department Overview 
Table 2 summarizes the department's personnel-years and expendi­

tures, by program, for fiscal years 1981-82, 1982-83, and 1983-84. FTB 
receives direct General Fund support for the PIT, B&C, and Homeown­
ers' and Renters' Assistance (HRA) programs. Expenditures on contract 
work and the Political Reform Act are reimbursed by other government 
agencies. Beginning in the current year, FTB also receives funds annually 
from the California Election Campaign Fund to cover its administrative 
costs in implementing the provisions of Ch 1188/82. This measure allows 
individuals to make political contributions through the income tax filing 
process. 

Table 2 
Franchise Tax Board 

Program Summary: 1981-82 Through 1983-84 
(in thousands) 

Personnel· Years Expenditures 
Actual Estimated Proposed Actual Estimated 

Program 1981-82 1!J82..838 1983-84 1981-82 1!J82..838 

Personal Income Tax .............. 1,928 1,957 1,984 $57,483 $57,183 
Bank and Corporation Tax .... 680 747 793 '1!J.,777 25,061 
Homeowners' and Renters' 

Assistance .......................... 85 76 72 2,417 2,531 
Contract Work .......................... 136 119 119 2,825 2,673 
Political Reform Act ................ 23 25 25 843 914 
Administration-Distributed (209) (206) (208) (6,857) (6,730) 
Legislative Mandate ................ 3 5 --

Totals ................................ 2,852 2,924 2,993 $86,348 $88,367 
General Fund ........................... 2,693 2,776 2,845 82,539 84,{j(j(j 
Reimbursements ...................... 136 119 119 2,966 2,713 
,Political Reform Act ................ 23 25. 25 843 914 
California Election Campaign 

Fund .................................... 4 4 74 

Proposed 
1983-84 
$60,658 
27,839 

2,559 
2,810 

965 
(7,063) 

$94,831 
90,942 
2,850 

965 

74 

a Estimated expenditures for 1982-83 do not reflect the two percent unallotment directed by Executive 
Order D-I-83. 



Table 3 
Franchise Tax Board 

Program Functions Supported by the General Fund 
1983-84 

(dollars in thousands) 

PIT Program B&C Tax Program 
Program Budgeted Percent Budgeted Percent 
Function Expenditures of Total Expenditures of Total 
Processing/taxpayer assistance ................................ $28,389 46.9% $5,152 18.5% 
Audit .............................................................................. 15,095 24.9 16,695 60.0 
Collections .................................................................... 12,889 21.3 3,975 14.3 
Filing enforcement .................................................... 4,211 7.0 944 3.4 
Exempt corporations .................................................. 1,073 3.9 
Administration-distributed........................................ (4,780) (1,645) 

Totals ...................................................................... $60,584 100.0% $27,839 100.0% 
Percent of FTB General Fund Totals.................... 66.6% 30.6% 

HRAProgram 
Budgeted Percent 

Expenditures of Total 
$2,491 97.3% 

68 2.7 

(195) 

$2,559 
2.8% 

100.0% 

Total 
Buageted 

Expenditures 
$36,032 
31,858 
16,864 
5,155 
1,073 

(6,620) 

$90,982 8 

100.0% 

Percent 
of Total 

39.6% 
35.0 
18.5 
5.7 
1.2 

100.0% 

"This amount is $40,000 higher than FfB's General Fund total of $90,942,000, due to $40,000 in reimbursements from the department's Contract Work program 
for general administrative pro rata. 
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Table 3 summarizes proposed General Fund expenditures, by program 
function. It shows that 40 percent of FTB's budgeted General Fund ex­
penditures are for return processing and taxpayer assistance, and that over 
one-third (35 percent) of total expenditures are for auditing. The table 
also shows the relative importance of the various functions, by program. 
For example, in the PIT program, one-quarter of proposed expenditures 
are for audits, whereas in the B&C Tax program, three-fifths of total 
expenditures are dedicated to the audit function. 

PROCESSING AND TAXPAYER ASSISTANCE 
Approximately 40 percent of the department's General Fund budget is 

expended on the actual processing of taxpayer returns and on taxpayer 
assistance. For the current year, the budget reflects a reduction of $79q;000 
from the amount originally authorized in the 1982 Budget Act for the 
processing and assistance function. The decrease is due to the following 
three factors: (1) increased productivity, (2) the use offederally provided 
taxpayer information, resulting in a savings in FTB transcription costs, and 
(3) a drop in the number of returns expected to be filed during 1982-:83. 

For 198~, the budget proposes an augmentation of $428,000 over the 
amount originally authorized for 1982-83, or $1,223,000 over the amount 
estimated to be expended in 1982-83 for processing· and taxpayer assist­
ance ($795,000 plus $428,000). The requested augmentation is based en­
tirely on a projected increase in the number of returns to be filed with the 
department. 

Revised Estimates of Returns 
We recommend the deletion of25 personnel-years and $6OO,00(J request­

ed for FTBs processing and taxpayer assistance, based on revised return 
estimates. . 

As shown in Table 4, the department estimates that. it . will process 
12,710,000 returns (PIT, B&C and HRA) in the current year and 13,160,000 
returns in the budget year, for an increase of 3.5 percent. 

Table 4 
Franchise Tax Board 

Return Estimates 
1982-83 and 1983-M 

(in thousands) 

1982-83 Returns 1983-84 Returns 

Personal Income Tax ..... . 
Bank and Corporation ... . 
Homeowners and Rent· 

Current 
Year 

Revised 
11,815 

445 

Legislative 
Analyst 

11,700 
430 

ers ................................ 450 400 
Total ............................ 12,710 12,530 

Legislative 
Budget Analyst 

12,265 12,100 
485 455 

410 375 
13,160 12,930 

Change, 1983-84 
Over 

Current Year 
Revised 

Legislative 
Budget Analyst 

3.8% 2.4% 
9.0 2.2 

-8.9 -16.7 
3.5% 1.7% 

These estimates in the budget were made in July 1982, and were based 
on the most-recent data available at that time. Using more recent informa-
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tion on 1982 return' processing and revised projections of the economic 
indicators used in forecasting the number of returns to be filed, we con­
clude that returns filed under all three programs will be below FfB's 
estimates in both the current and budget years. 

Specifically, we estimate that FfB will receive 12,930,000 returns in 
1983-84, which is a 1.7 percent increase over the department's current­
year workload level of 12,710,000 returns. This increase is just under one­
half of the increase projected by FfB (3.5 percent). Consequently, the 
department's requested budget augmentation of $1,223,000 and 51 person­
nel-years can be reduced proportionately. We therefore recommend a 
reduction of $600,000 and 25 personnel-years. 

AUDITS 
Through the personal and bank and corporation tax programs, FfB 

collects over one-half of the state's General Fund revenue. In order to 
protect these important components of the state's revenue base, the de­
partment conducts an extensive audit program. FfB proposes to spend 
$31.8 million in 1983-84 in order to audit 1.1 million personal income tax 
and bank and corporation income tax returns. 

Budget Year Request 
For 1983-84, the budget proposes two basic changes to the department's 

audit program: (1) a redirection in existing resources and (2) an augmen­
tation of 17.4 personnel-years and $447,000. The augmentation consists of 
10.7 personnel-years in direct audit positions and 6.7 personnel-years in 
legal staff to. process protests and· appeals resulting from audits. 

The redirection of existing audit resources is in keeping with past legis­
lative directives to FfB that it continually modify its audit plan to reflect 
marginal changes in the productivity of individual audit groups. The de­
partment's budget-year adjustments require that, in general, resources be 
shifted from B&C field audits to PIT central office audits, and from profes­
sional audits to paraprofessional and clerical audits. 

Based on the FfB's 1983-84 work plan, we estimate that the level of 
resources available in the current year would allow the board in 1983-84 
to conduct audits in only those groups with benefit-cost ratios exceeding 
5.5. The proposed augmentation of 10.7 personnel-years would allow the 
board to perform an additional 15,000 audits with benefit-cost ratios of just 
under 5.5 .. No rationale is given in the budget, however, as to why 10.7 
personnel-years are being requested, as opposed to a smaller or larger 
number of positions. 

Level of Audit Resources 
The proposed augmentation for audit activities raises, but does not 

address, the crucial question regarding the board's budget: What is the 
appropriate level of resources that should be allocated to the audit func­
tion? In the past, we have noted that this is a policy decision which only 
the Legislature can make. At the same time, however, we have recom­
mended that the Legislature use the benefit-cost ratio of net assessments 
per dollar of cost as a guide in evaluating audit requests. 

The benefit-cost ratio compares theaddi~onal revenue expected from 
an audit with the cost of performing that audit. Use of the ratio suggests 
that, from a strictly fiscal perspective, the state should cover all of those 
audit groups where the ratio exceeds 1.0. There are, however, a number 
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of reasons why the Legislature might choose to stop allocating resources 
to audits before reaching that point. Specifically, the Legislature might 
limit the audit effort in order to: 

• Reduce Taxpayers' Compliance Costs. When FTB performs audits, 
taxpayers incur costs-primarily in tenus of the time that it takes to 
comply with the informational requirements of auditors. These costs 
are incurred by taxpayers regardless of whether the audit results in 
an assessment of tax. 

• A void Taxpayer Harassment. At some point, the Legislature might 
view the addition of more auditors as resulting in too great a state 
"presence" in the lives of California citizens. The threat of taxpayer 
harassment, of course, becomes greater as the audit function is ex­
panded. 

• Make State Funds Available for Other Purposes. Even if the ex­
penditure of state resources on additional audits resulted in revenues 
in excess of costs, the expenditure of such funds on other desirable 
activities might result in an even greater return (in terms of total 
social benefits) to the state. 

Audit Augmentation 
We recommend an augmentation of 23 persoimel-years and $500,000 to 

the FTB audit program~ so that the department can perform additional 
productive audits~ and thereby increase revenues to the General Fund in 
1983-84 by approximately $1~~000. 

It would seem that, with audit coverage at the margin still returning 
nearly $5 for every $1 of audit costs, the total benefits to be gained from 
additional audit activity would exceed the total costs of this activity-both 
monetary and nonmonetary. On 'this basis, we recommend that FIB's 
audit staff be augmented further in the budget year. 

Our review indicates that the FTB's highest priority unbudgeted audit 
workload for 1983-84 is the audit group "eastern field office-nonmajor 
apportioning cases." In allocating the audit hours budgeted for 1983-84, 
FiB was able to provide only a portion of the manpower necessary to 
complete these eastern field office audits. We believe, however, that there 
are important reasons why the Legislature might want to provide FTB 
with additional resources to audit the remaining returns in this audit 
group: 

• First, the group's benefit-cost ratio-:-over 5.O-is high. 
• Second, if FTB does not continue to perform these audits in 1983-84, 

the department will have to incur significant costs in relocating field 
resources (both personnel and office space) . These eastern field office 
audits are being performed in the current year, but because of the 
yearly redirection of audit resources to where they can be used most 
productively, this audit category was moved for the most part "below­
the-line" of audit groups which could be worked with existing re­
sources. 

Accordingly, we recommend that the department's budget be aug­
mented by 23 personnel-years and $500,000 so that these eastern field 
office audits can be performed in 1983--84. We estimate that these audit 
resources would generate additional General Fund revenues of approxi­
mately $1 million in 1983-84, and approximately $2.5 million annually 
thereafter. 
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Audit Protest and Appeals 

Item 1730 

The budget proposes to add 6.7 personnel-years in legal staff to handle 
projected increases in protests and appeals resulting from audits. The 
department has, in fact, experienced a dramatic increase in the number 
of taxpayers using the legal resources available to them upon receiving 
notices of audit assessment. We therefore recommend approval of this 
augmentation. 

A large percentage of the appeals handled by FTB legal staff are "tax 
protest" cases. These are taxfayers who are not so. much questioning a 
particular issue or fro vision 0 the tax code, as much as they are challeng­
ing the validity 0 the income tax system as a whole. In many cases, 
protests and appeals are filed simply to delay payment of taxes and/ or clog 
th(;'l t~ system. . . 

In order to reduce the number of these frivolous legal actions, we have 
recommended elsewhere in the Analysis that the state conform its law to 
federal law with regard to frivolous appeals. A more detailed discussion of 
this issue is included in the analysis of the Board of Equalization's budget. 

STATE INFORMATION RETURNS 
The federal Tax Equity and Fiscal Responsibility Act (TEFRA) of 1982 

imposed new information reporting requirements on state governments. 
In instances where a state makes refunds of state income tax or allows 
credits against tax liability, the state must: (1) report to the U.S. Treasury 
Department the names and addresses of people receiving such refunds or 
offsets; and (2) furnish information on tne refund amount to taxpayers in 
January of the year following the year.in which the refund is recieved. 

The federal government wants this information in order to ensure that 
taxp~yers claiming itemized deductions on their federalreturils for state 
income taxes paid in one year include infederal income the following tax 
year any subsequent refund of state income taxes. 

FTB has no problem in providing the specified information to the Treas­
ury Department. It is already able to provide this information, at basically 
no additional cost. The requirement that the state provide individual 
.information returns to taxpayers each January, however, appears to be a 
costly one. FTB estimates that complying with this requirement could cost 
$1.8 million per year, beginning in 1983-84. . 

No plcmto Meet Federal Requirement 
We r~commend the Legislature direct the Department of Finance to 

specify how the state will comply with the new information return re­
qUlrementin federal law. 

FTB's 19~ budget does not include any funds for complying with the 
January 1984 TEFRA reporting requirement. The budget narrative indi­
cates that dllring 1983 the department will enclose a notice with all refund 
checks sent to taxpayers reminding them that the amount refunded 
should be declared as income on the taxpayer's federal tax return for 1983. 
It now appears, however, that because of the cost and the fact that the 
notice would not meet the requirements of federal law, the department 
wilr not be sending notices to taxpayers during 1983. 

Thus; it would seem that at present the administration has no plan for 
complying with this federal requirement. Because any effort by the board 
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to comply with the requirement would have significant budgetary conse­
quences, the administration should inform the Legislature during the 
budget process ~s to how it is going to address this issue. We therefore 
recommend that the Legislature direct the Department of Finance to 
specify how it plans to meet this federal statutory requirement. 

EXEMPT CORPORATIONS 
Under the Bank and Corporation Tax Law, nonprofit corporations can 

file for tax exempt status. Existing law provides 17 general categories of 
organizations-from churches to social clubs to homeowners' associations 
-which are eli~ble for the exemption. Qualifying corporations do not 
have to file regular annual income tax returIls, nor do they have to pay the 
$200 minimum tax which all for-profit firms must pay even if they have 
no net income in a given year. 

All tax-exempt corporations, however, must file with FTB one of two 
types of annual information returns. Of the approximately 80,000 corpora­
tionscurrently holding tax-exempt status, about 30,~generally, those 
with gross receipts of greater than $25,000 a year-file a Form 199 infornia­
tion return and pay an accompanying $5 fee. The remaining 50,000 corpo­
rations file a shorter, simplified annmil. statement (Form 199B) and pay no 
fee. 

In order to qualify for tax-exempt status, .a nonprofit organization must 
file an application with FTB (Form 3500) and pay a filing fee of $10. 

Recommend Legislation Increasing Filing Fees 
We recommend legislation increasing the fiJingfees on exempt corpora­

tions, so that the revenue from these fees cover the administrative costs of 
processing exempt-corporation documents, for an·annual General Fund 
revenue gain of approximately $44o,()(){), 

The filing fees noted above are set by the Legislature (Revenue an4 
Taxation Code Sections 23701 and 23772). Apparently, the rationale be­
hind the fees was .that even though nonprofit organizations pursue desira­
ble societal ends, they still enjoy great benefits from incorporation. Thus, 
given the benefits of tax exemption, these firms should at least pay for the 
administrative costs. associated with tax-exempt filings. . 

The fees charged by FTB, however, have not been changed since 1969. 
The department estimates that it now costs about $50 (instead of $10) to 
process an exempt applicatioIl and $10 (instead of $5) to process an annual 
information return (Form 199). .. 

To eliminate this gap between fees and costs, we recommend that the 
Legislatureincrease an exempt corporation's filing fees to $50 for an ex­
empt application artd$lO for an information return. This would result in 
an annual General Fund reveIlue gain of approximately $440;000. 
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DEPARTMENT OF GENERAL SERVICES 

Item 1760 from various funds. Budget p. SCS 89 

Requested 1983--84 .......................................................................... $277,992,000 
Estimated 1982-83............................................................................ 259,294,000 
Actual 1981-82 .................................................................................. 223,730,000 

Requested increase (excluding amount for salary 
increases) $18,698,000 (+7.2 percent) 

Total recommended reduction .................................................... $3,868,000 
Recommendation pending ............................................................ $11,190,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description Fund 

1760-OO1-OO1-Department of General Services. General 
For direct support of department operations. 

1760-001-002--Department of General Services. General 
For maintaining and improving properties (1) 
acquired under the Property Acquisition Law 
or (2) declared surplus prior to disposition by 
state. 

1760-001-003-Department of General Services. 
For maintaining, protecting, and administer­
ing state parking facilities. 

1760-001 ~ffice of State Archite.ct. For verify­
ing that plans of structures purchased with 
state funds are accessible for use by physically 
handicapped .. 

1760-001-0~ommunications Division. For sup­
port of Emergency Telephone Number pro­
gram. 

1760-001-026-Department of General Services. 
For payment ofcJaims resulting from the Mo­
tor Vehicle Liability Self-Insurance Program. 

1760-OO1-12o.;-Office of State Architect. For direct 
support of specified plan checking services. 

1760-001-189--Department of General Services. 
For support of energy assessment programs. 

1760-OO1-344-0ffice of Local Assistance. For sup­
port of State School Building Lease-Purchase 
Program. . 

1760-OO1-450--Department of General Services. 
For support to test and certify gas valves.· 

1760-001-602--0fficeof State Architect. For support 
. of operations. 
1760-001-666--Department of General Services. 

For support in form of revenues from agencies 
receiving products or services other than 
printing. 

1760-001-739--0ffice of Local Assistance. For sup­
port of State School Building Aid Program. 

1760-001-961-0ffice of Local Assistance. For sup­
port of State School Deferred Maintenance 
Program. 

1760-011-666--Department of General Services. 
Provides authority whereby funds appropriat­
ed for purchase of automobiles or reproduc-
tion equipment may be used to augment the 
Service Revolving Fund which finances Gen-
eral Services carpool and reproduction serv-
ices. 

General 

General 

General 

General 

Architecture Public Building 

Energy and Resources 

State School Building Lease-
Purchase 

Seismic Gas Valve Certifica-
tion Food 
Architecture Revolving 

Service Revolving, other ac-
tivities 

State School Building Aid 

State School Deferred Main-
tenance 

General 

Amount 
$4,744,000 

1,883,000 

2,018,000 

206,000 

341,000 

6,246,000 

1,075,000 

1,028,000 

1,065,000 

65,000 

10,134,000 

189,299,000 

617,000 

193,000 

N/A 
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1760-021·666--0ffice of State Printing. For support Service Revolving, printing 
in form of revenues from agencies receiving 

$38,275,000 

printing services. 
1760-101-022-Communications Division. For reim· General 

bursement of local costs of implementing 
Emergency Telephone Number program as 
authorized by Chapter 443, Statutes of 1976. 

20,803,000 

Total $277,992,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Office of State Architect. Withhold recommendation on 

architectural! engineering services ($10,610,000) pending 
submission of a workplan based on level of capital outlay 
expenditures included in the Governor's Budget. -

2. Office of State Architect. Recommend development of a 
construction management unit to improve services to cli­
ents. 

3. Architecture Revolving Fund. Recommend that unen­
cumbered funds ($1,674,000) on deposit in the Architec­
tural Revolving Fund be returned to the appropriate fund 
sources, in order to increase the amount available for ap­
propriation by the Legislature. 

4. Buildings and Grounds Division. Reduce Item 1760-001-
666 by $560~OOO. Recommend that utility budget be re­
duced to reflect cost savings to be achieved by new gasifi~ 
cation plant in Sacramento. Further, we recommend that 
by March 1, 1984, the department report to the Legislature 
on (1) any needed utility augmentations during 1983-'W 
and (2) the actual savings to date attributable to the gasifi­
cation plant. 

5.Buildings and Grounds Division. Reduce Item 1760-001-
666 by $8~OOO. Recommend deletion of funds for three 
special repair projects. This will increase the amount avail­
able for transfer to the General Fund. -

6. Buildings and Grounds. Withhold recommendation on 
$488,000 from the General Fund for maintenance and secu­
rity of the Governor's residence, because the issue of a 
permanent residence for the Governor has not been re­
solved. 

7. Building Rental Account-Reduce Item 1760-001-666 by 
$1~991~OOO. Recommend deletion of amounts budgeted 
from this account to support various departmental activi­
ties because (1) some services are being charged twice. to 
the account and (2) some charges are not permitted by the 
Government Code. 

8. Building Rental Account. Increase General Fund Reve­
nues by$1~991~OOO. Recommend adoption of Budget Bill 
language transfering savings from recommended reduc­
tions in the Building Rental Account to the General Fund. 

9. Building Rental Account. Withhold recommendation on. 
$92,000 for building fire insurance, pending submission and 
review of a cost-benefit analysis. 

10. Office of Facilities Planning and Development. Increase 

Analysis 
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Item 1760-001-666 by $400,000. Recommend that the divi­
sion recover the cost of planning activities through a sur­
charge on rental payments made by agencies in leased 
space, rather than by charging the Building Rental Ac­
count. 

11. Real Estate Services Division. Withhold recommenda­
tion on proposed reduction of 9.5 positions, pending sub­
mission of adequate workload information on real estate 
acquisition, sales and management services. 

12. Real Estate Services Division. Recommend adoption of 
supplemental report budget language requiring the de­
partment to prepare annual workload plans and report to 
the Legislature. 

13. Real Estate Services Division. Recommend enactment of 
legislation requiring public agencies which receive state 
surplus property to pay for net management costs·and sales 
costincurred by Real Estate Services Division. 

14. Real Estate Services Division. Reduce Item 1760-001-666 
by $20,000. . Recommend Public Works Board responsibili­
ty be centralized in the Department of Finance. 

15. Space Management Division; Increase Item 1760-001-666 
by $119,000. Recommend change· in funding source for 
four space planning projects proposed from Building Rent­
al Account. Further recommend that funding for one 
project be denied because funds are available in current 
year. Withhold recommendation on two projects pending 
clarification of proposed financing mechanism. . 

16. Space Management Division. Recommend enactment of 
legislation returning approval of lease-purchase and lease­
with-purchase-option agreements to the Legislature. 

17. Space Management Division. Increase 1760-001-666 by 
$35;000. Recommend that the proposed expansion of 
lease management activities be denied, and that the con­
tract with the Fire Marshal for fire safety inspection of 
state-leased space be restored. 

18. Building Standards Commission. Reduce Item 1760-001-
001 by $177,000 and increase Item 1760-001-666 by $177,-
000. Recommend deletion of General Fund support for 
commission because costs should be fully recovered 
through assessments· on other agencies. . 

19. Building Standards Commission. Recommend that prior 
to budget hearings, the commission report to the Legisla­
ture on fees and workload associated with the appeals proc­
ess. 

20. Radio Repairs. Reduce Item 1760-001-666 by 39 positions 
and $l,G88,OOO.Recommend reduction of telecommun­
ciations. technician. positi?ns because the department h.as . 
overestunated radio maIntenance workload and set Its 
workload standards too low. 

21. Insurance. Recommend adoption of new control section 
prohibiting the purchase of discretionary commercial in­
surance policy covering loss of assets unless 30. days ad­
vance notification has been given to the Legislature. 
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22. State Police. Recommend adoption of supplemental re­
port language requiring that the department report to the 
Legislature on (1) how it teconciles the discrepancies 
between space management's report, which is used by 
State Police for assessment of pro rata services, and infor-
mation submitted by agencies to the State Police Division 
and (2) the effectiveness of other mechanisms estab-
lished to prevent errors and to update its property inven~ 
tory as changes occur. 

23. State Printing. Recommend the department report to 
the fiscal co~mit~ees, prior to budget hearings, regarding 
expected savmgs m the budget year as a result of Ch 1503/ 
82 (AB 2561). . 

24. State Contracts Register. Reduce Item 1760-001-666 by 
$83,000. Recommend an increase in subscription rates to 
help cover publishing costs of the Contract Register. 

GENERAL PROGRAM STATEMENT 

224 

225 

226 

The Department of. General Services was established to increase the 
overall efficiency and economy of state governrrient operations by (1) 
providing support services on a centralized basis to operating depart­
ments at a lower cost than what these departments otherwise would have 
to pay if they attempted to secure these services on their own, (2) per­
forming management and support functions as assigned by the Governor 
and as specified by statute, and (3) establishing and enforcing statewide 
standards, policies and procedures. 

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

The department has authorization for approximately 4,144' personnel-
years in the current year. . 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes expenditures of $278,092,000 from various furids to 

support activities of the Department of General Servkes in 1983-84. This 
is $18,698,000, or 7.2 percent, more than estimatedc\lrrent-year expendi-. 
tures .. T~is amount will incr~ase by the amount of any salary or staff 
benefIts mcrease approved fot the budget year. . 

Table 1 presents a summary of total department expenditures? by source 
of funds, for the three-year period ending with fiscal year 1983-84. 

The department is funded by direct support appropriatioris and revolv­
ing fund appropriations. Direct support refers . to monies appropriated 
specifically to support General Services' operations. RevQlving Fund ap­
propriatio~s permit the d~~~rtmen~ to expend specifiedamounts from 
revenues It earns by prOVIding serVIces ana products to customer agen­
cies. Table 1 shows that 85.5 percent of the department's costs are support­
ed from revenues earned, while 14.5 percent.are funded by direct support. 
Included in direct support is $100,000 in federal funds.· . 

Tota.l expenditures pro. po. sed for th.e bu.dge.t.year inellld. e.$4,744,000 
from the General Fund for direct support of departmental activities. This 
is an increase of $186,000, or 4.1 percent, over current-year expenditures. 
The department's General Fund appropriation pays for maintenance and 
security for the Capitol complex, sllpport of the Small and Minority Busi­
ness Procurement Assistance Division, and a small portion of the local 
assistance program. 
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Table 1 
Department of General Services 

Total Expenditures by Source of Funds 
1981-82 to 1983-84 

(in thousands) 

Actual Estimated 
Source of Funds 1981-82 1982-83" 

Direct Support: 
General Fund ........................................................ $19,049 $32,292 
Architecture Public Building Fund ................ 1,609 988 
State School Building Aid Fund ...................... 717 883 
Seismic Gas Valve Certification Fund ............ 16 
State School Building Lease Purchase Fund 1,018 837 
State ~chool Deferred Maintenance Fund .... 148 185 
Energy and Resources Fund ............................ 900 941 
Fair and Exposition Fund .................................. 30 
Federal Trust Fund ............................................ 26 100 --- ---
Subtotals, Direct Support .................................. $23,467 $36,272 

Revolving Funds: 
Architecture Revolving Fund .......................... $9,732 $9,582 
Service Revolving Fund, Miscellaneous ........ 158,698 176,903 
Service .Revolving Fund, Printing .................... 31,859 36,637 
Subtotals, Revolving Funds ................................ $200,289 $223,122 
Total Expenditures .............................................. $223,756 $259,394 

Less: 
Federal Trust Fund ............................................ $26 $100 
Total State Funds ................................................. $223,730 $259,294 

Item 1760 

Proposed Percent 
1983-84 of Total 

$36,241 13.0% 
1,075 0.4 

617 0.2 
65 

1,065 0.4 
193 0.1 

1,028 0.4 

100 

$40,384 14.5% 

$10,134 3.6% 
189,299 68.1 
38,275 13.8 

$237,708 85.5% 
$278,092 100.0% 

$100 
$277,992 

a Estimated expenditures for 1982-83 do not reflect the 2 percent unallotment directed by Executive 
Order D-l-83 

Table 2 identifies the allocation of staff among department functions 
over the three-year period ending June 30, 1984. As the table indicates, 
4142.4 personnel-years are proposed for the budget year-a net decrease 
of 1.4 personnel years below the current-year level. 

The department proposes to add (a) 14 positions for the state police to 
provide security at the new Santa Rosa and Van Nuys state buildings and 
to provide protection to the State Controller, (b) 24.1 maintenance posi­
tions for the new state buildings in Santa Rosa and Sacramento and (c) 2 
positions to review the installation of and provision of state reimburse­
ments for emergency telephone number ("911") systems, (d) 1 position 
for new parking facilities and (e) 2 positions (supplemented by the redi­
rection of 2 positions) for the Energy Assessment Program. The d. epart­
ment proposes to reduce the number of positions assigned to the Office 
of Local Assistance, Real Estate, Architectural Consulting and Construc­
tion Services, Insurance and the Printing Plant, because of decreasing 
workloads. The department alsorroposes the reduction of six attorney and 
support staff positions, as part 0 the administration's policy to centralize 
. the provision of legal services, and the reduction of six radio maintenance 
positions which are related to equipment purchases that, contrary to ex­
pectations, willnot be made in the 1982-83 fiscal year. 

Table 3 presents total expenditures, by program elements, during the 
three-year period ending June 30, 1984. 
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Table 2 
Department of General Services 

Staff by Programs 
1981-82 through 1983-84 

Filled Authorized Requested 
Positions Positions Positions Percent 

Operating Unit 1981-82 1982-83 1!J83....84 of Total 
1. Property Managem~nt Service ............................ 1,676.2 1,757.9 1,776.5 42.9% 

a. Architectural consulting and construction .. 285.7 282.9 281.9 
b. Buildings & grounds.......................................... 1,179.9 1,271.1 1,293.1 
c. Facilities planning and development............ 13.2 13.0 13.0 
d. Local assistance .................................................. 57.5 49.5 47.1 
e. Real estate services ............... ,............................ 74.5 67.6 67.6 
f. Space management ............................................ 65.4 66.8 66.8 
g. Building Standards ............................................ 7.0 7.0 

2. Statewide Support Services .................................. 2,ffl7.3 2,233.7 2,213.753.4 
a. Administrative hearings .................................... 70.8 74.5 74.5 
b. Communications .................. :............................. 282.9 312.4 308.3 
c. Fleet administration .......................................... 148.7 148.5 148.5 
d .. Insurance services .............................................. 19.5 19.8 18.8 
e. Legal services...................................................... 18.8 19.2 13.3 
f. Management service.s office.............................. 261.4 270.1 270.1 
g. Office services .................................................... 204.8 212.4 212.4 
h. Procurement........................................................ 212.5 206.9 206.9 
i. Records management ........................................ 30.5 38.2 38.2 
j. State Police............................................................ 294.9 379.0 385.0 
k. State Printing ...................................................... 512.5 532.3 517.3 
1. Small and minority business assistance .......... 20.0 20.4 20.4 

3. Administration ....................................................... :.. 148.0 152.2 152.2 3.7 
a. Executive ........................... ;.................................. 32.2 31.8 31.8 
b. Administrative support and services ............ 82.5 88.5 88.5 
c. Program and compliance evaluation ............ 33.3 31.9 31.9 

Totals................................................................................ 3,901.5 4,143.8 4,142.4.· 100% 
Percent Change .............................•.............................. 6.2% 

Table 3 
Department of General Services 
Total Expenditure by Program 

1981-82 to 1983-84 
(in thousands) . 

Difference 
Total 

1981-82 
Estimated Proposed 1!J83....84 from 

Program 
1. Property Management Services 

a. Architectural consulting! construction ..... . 
b. Buildings and grounds ... : ........................... . 
c. Building rental ............................................... . 
d Facilities planning and development ..... . 
e. Local assistance ............................................ .. 
f. Real estate services ....................................... . 
g. Space management .................................... .. 
h. Building standards ....................................... . 

$13,788 
36,026 
30,947 

599 
1,949 
5,105 
3,008 

Totals, Property Management Services $91,422 

1982-83" 1!J83....84 1982-83 

$13,918 
40,870 
32,709 

599 
1,948 
4,940 
3,028 

377 

$98,389 

$14,770 
43,225 
37,011 

630 
1,920 
5,125 
3,100 

398 

$106,179 

$852 
2,355 
4,302 

31 
-28 
185 
72 
21 

$7;790 
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2. Statewide Support Services 
a. Administrative hearings .............................. $3,745 $4,004 $4,179 $175 
b. Communications ............................................ 35,739 38,830 41,601 2,771 
c. Fleet administration ...................................... 19,318 21,722 21,846 124 
d. Insurance services ......... ; .............................. 4,991 7,217 7,737 520 
e. Legal services ................................................ 928 973 724 -249 
f. Management services .................................... 8,775 9,456 10,256 800 
g. Office services ................................................ 9,684 10,894 11,542 648 
h. Procurement .................................................. 28,682 30,376 32,318 1,942 
i. Records management .................................... 1,349 1,703 1,722 19 
j. State Police ...................................................... 11,268 12,460 13,374 914 
k. State printing .................................................. 31,859 36,637 38,275 1,638 
I. Small and minority business assist ............. 829 932 978 46 --- --- --

Totals, Statewide Support ........................ $157,167 $175,204 $184,552 $9,348 
3. Administration 

a. Executive .... ; ... ; ............................................... $1,955 $2,037 $2,205 $168 
b. Administrative support and services ........ 2,464 2,540 2,671 131. 
c. Program and compliance evaluation ........ 1,377 1,354 1,409 55 --

Totals, Administration ............................ ,. $5,796 $5,931 $6,285 $354 
4. Emergency Telephone ...................................... $4,538 $16,959 $20,803 $3,844 

Subtotals" ...................................................... $258,923 $296,483 $317,819 $21,336 
Distribution of 
Intrafund Transfers .................................. -35,167 -37,089 -39,727 -2,638 
Total, Net Expenditures .......................... $223,756 $259,394 $278,092 $18,698 

Percent increase over previous year .................. 15.9% 7.2% 

• Estimated expenditures ,for 1982-83 do not reflect the 2 percent unaJIotment directed by Executive 
Order D-I-83. 

Table 4 shows the" changes reflected in the proposed 1983-84 budget 
resulting from workload adjustments, cost increases, and program 
changes. The table shows that workload increases accoUnt for about 28 
Rercent of the $18.7 million increase, and adjustments to compensate for 
the impact of inflation on the prices that the department must pay account 
for ab<?ut 74 per?ent. These increases are partially offset by a $275,000 
reduction reflecting proposed program changes. 

The proposed $746;000 decrease in General Fund expenditures primar­
ily is due to a reduction in the budget for the Division of Fleet Administra­
tion reflecting one-time costs to purchase vehicles in the current year. 
This reduction is partially offset by increases in costs due to inflation. 

Table 4 
Department of General Services 

Proposed1~ General Fund Budget Changes 

1982-83 Ci,lrrent-y~ar Revised • 
"1. Workload Changes 

a: " Police & Security Services 
b. Microwave EquipmenL. .. 
c. Structural Safety, Schools 

. d. Public Parking Facility ... . 
e. Building Maintenance ..... . 
f. ATSS Rate Increase ......... . 
g: Emergency Telephone ... . 
h. PrihtingPlant ................... . 
i. Local Assistance ................. . 

General 
Fund 
$5,490 

(in thousands) 

Special Federal 
Funds "" Funds 
$28,777 $100 

-6 
79 

3,937 

Other 
Funds 
$225,027 

159 
903 

6 

666 
179 

-597 
-142 

Total 
$259,394 

159 
903 

79 
666 
179 

3,937 
-597 
-142 

Percent 
of Total 
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j. Real &tate-State Parks .... -Itt -16 
k. Energy Assessment Pro-

gram ...................................... 54'" .54' 
t. Fairs and Exposition ........ -30 ......:,. ~30 

-.~.-.-' -.--.~. 

Subtotals, Workload 
Changes ............................ $3,980 $1,212' $5,192 Z7.8 

2. Cost Changes 
a. Merit Salary Adjustment .. $28 $16 $723 $7fJ1 
b. Staff Benefits ...................... 133 69 3,633 3,835 
c. Price Increase .................... 49 631 7,186 7,866 
d. Pro Rata .............................. 143 1,170 ~ 

Subtotals, Cost 
Changes .................... $210 $859 $12,712 $13,781 73.7 

3. Program Changes 
a. Printing Plant-Roof .......... $500 $500 
b. Printing Plant-Reduce 

Equipment .......................... -60 -60 
c. Delete one-time vehicle 

cost ........................................ -$932 -932 
d. Radio Maintenance .......... -220 -220 
e. Delete one-time 

.. equipment for new 
buildings ......... , .................... -124 -124 

f.Adjust for full year cost of 
building maintenance and 
'police .................................... 836 836 

g. Fireranges ........ ; ................... -24 -24 
h.· Attorney staff ...................... -206 -206 
i. Board of Control Claims .. 5 5 
j. Seismic Gas Valve Certifi-

cation .................................... $49 49 
k. Fire Marshal Workload .... -99 -99 

Subtotals, Program 
Changes .................... .-$956 ~ ~ -.$Z75 -1.5 

Total, Changes .......................... ~ ... -$746 $4,888 $14,556 , $18,698 100% 
1983-84 Proposed Expenditures $4,744 $33,665 $100 $239,583. $Z78,092'" 

• Estimated expenditures for .l982-a3 do not reflect the 2 percentunallotmeilt directed by Executive 
Order D-1-83. 

1. PROPERTY MANAGEMENT SERVICES 
The Property Management Services program consists of eight elements 

which relate to. those operating divisions of the department . concerned 
with ownership, use and regulation of state property. These ele:ments, and 
the staffing and eJq>enditures proposed for each, are listed in Table 2 and 
Table 3, respectively. . 

OFFICE OF STATE ARCHITECT 
Architectural Services Workload Undet.rmined 

We withholdrecommtmdationonfunds pr()posed for architecturalllDd 
engineering services in Items 17604J01-602 andJtem 1760-001-666 for the 
Office ()f State Architect, pending receipt of additional workload informa­
tion based oli the level of capital outlayexpenditures proposed in the 
Governor's Budget . 
. The budget includes $10,610,000 for architectural and engineering serv-
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ices to be provided by the Office of State Architect (OSA). 
The OSA provides architectural and engineering services to other state 

agencies in implementing capital outlay construction projects approved 
by the Legislature. Design services are provided by in-house staff or by 
consulting architectural! engineering firms engaged by OSA, based on the 
dollar level and co~plexity of capital ci.utlay~ proje~ts inclu?-ed in the 
Budget Act. In addition, the OSA prOVIdes Inspection SyrVlCeS for all 
projects assigned to the office .. 

Table 5 shows the anticipated workload for in"house 'and consulting 
design services, as well as for inspection of construction, associated with 
projects approved in the 1982 Budget Act. The workload estimates were 
contained in a report submitted by the Director of General Services to the 
Legislature in August 1982. This report was submitted in response to 
language included in the 1982 Budget Act. 

At the time this Analysis was prepared, the Office of State Architect did 
not have any information on the amount of capital outlay proposed in the 
budget for 1983-84: Consequently, the office is unable to provide a mean­
ingful projection of the workload in the budget year. Accordingly, we 
recommend that prior to legislative hearings on the budget, the OSA 
evaluate the workload associated with all capital outlay projects, including 
those projects funded in the budget, and provide Ii new workplan for 
architectural/ engineering and inspection services reflecting this work­
load. 

Table 5 
Office of State Architect 

Architectural and Engineering Services 
Pianned Workload-1982-83 

Positions Workload 
1. Maximum allowable value of workmg drawings completed in-

house by Budget Act language ............... ' .............................................. . 
2. Construction value of working drawings to be completed in-house 98 
3. Constructioil value of working drawings to be completed by con-

sultants ................................................................................................ :......... 20 
4. Construction Inspection Hours ............. ,................................................ (Jl 

5. Other (Administration; BUsiness Services, etc.) ................................ 44 

Total positions needed ......•..................................................................... 229 
Total· positions authorized ...................................................................... 230 
Proposed reduction ..................................... , ....................................... ;.... 1 

a Data per August ·1982 report to the Legislature. 

$52,755,000 
$45,200,000 

$120,000,000 
115,000 hours 

A Construction Management Unit is needed in the Office of State Architect 
We recommend that the Office of State Architect reorganize available 

resources in the Consulting Services Section so as to establish a "Construc­
tion Management" unit within the office to improve services to client 
agencies. 

The Office of State Architect (OSA) is responsible for acting as the 
state's representative in construction activities. In recent years, many 
problems have plagued OSA's execution of capital outlay projects, such as 
cost overrun and delays. Our analysis indicates the following specific prob­
lems: 
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• There usually is no direct communication between the clieht agency 
and the consultant architect assigned to the agency's project. The 
OSA assigns its own staff to oversee consultants' work, so any client 
agency communications with the consultant go through OSA. As a 
result, the client's objectives are often misinterpreted, and projects 
frequently must be redesigned at additional costin order to meet the 
client's needs. 

• Often the OSA does not respond adequately to the priority or urgency 
of a particular project requested by a client agency. The OSA staff are 
not familiar with issues which influence the relative importance of 
projects needed to meet the programmatic objective of the depart­
ment. 

• ~SA's organizational structure does not provide accountability for 
overexpenditure of proj ect funds. It is difficult to identify responsibili­
ty for project budget control. 

• ~SA's accounting system does not provide adequate information for 
the OSA managers, making it difficult for them to properly administer 
the project. (The OSA is installing a new system which should prove 
beneficial in providing up-to-date information on project expendi­
tures.) 

These problems are best illustrated by the new state office building 
located in Sacramento-the Bateson Building. This project was completed 
after numerous delays,and experienced major cost overruns. In fact, the 
contractor requested that the state pay $1.5 million more than what was 
provided for in the construction contract. In response, the OSA recom­
mended that nearly $1 million in additional compensation be appropriat­
ed for the contractor because its review showed that OSA had authorized 
additiona.l services for which no funds were budgeted. The building was 
finally occupied more than a year after the target date, and after the cost 
for the project had increased by about 50 percent over the amount the 
OSA originally requested. 

Recent Improvements. The ~SA's performance in renovating the 
stnte hospitals generally was better than what it has been on other 
projects. This $150 million project included alterations to ten state hospi­
tals to provide facilities meeting code requirements for over 8,000 deve­
lopmentally disabled persons. To ensure completion of the needed 
renovation by the federally mandated compliance date of July 1982, the 
OSA engaged the services of a "construction management" (eM) firm. 
This firm essentially operated as an extension of OSA staff, focusing its 
efforts on monitoring the progress of consulting architects and cohtractors 
assigned to the project. In addition, the eM instituted improvements in 
the ~SA's management practices, for this project, by standardizing proce­
dures, and expediting construction, thereby reducing overall project costs. 
The renovations were completed by the compliance date, and overall 
costs stayed within budget. In our judgment, the renovation would not 
have been completed on schedule and within the amount of funds budget­
edifit had not been for the services provided by the eM firm. 

Opportunities for Making Further Improvements in OSA Perform­
ance. The knowledge gained in administering the state hospital renova­
tion program can be used to further improve OSA services. This can be 
done by instituting a eM-type unit within the Office of State Architect, 
rather than by using consultants for individual projects. This would re-
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quire OSA to reorganize its resources so as to bring together those person­
nel qualified to provide CM-type services. Establishing such a unit would 
be a departure from the OSA's traditional approach in executing projects. 
The unit, however, would fill the gap which exists between the client 
agency and the consulting architect 'plus provide expertise in construction 
methods and project scheduling. 

In order to maximize the benefits from a CM-type unit, we suggest that 
(1) The CM unit be given the responsibility for assuring that the 

project has the approved scope, stays within budget, and is completed on 
schedule. 

(2) The consulting architect assigned to projects work closely with the 
client agency and OSA staff. This is the only way that communication 
between the client department and the design architect can be improved. 

(3) For major projects, OSA establish a steering committee composed 
of the architect, the CM staff, the client department and the Department 
of Finance for the purpose of providing direction and decision-making to 
expedite the project. 

(4) The CM unit must use, to the fullest extent possible, computer 
scheduling and monitoring of project costs and implementation. 

(5) The CM unit give priority to review and verification of estimates 
provided by consulting architects, and make appropriate recomendations 
to the steering committee. In the past OSA has not reviewed or verified· 
these estimates on a regular basis. 

(6) The CM unit must have personnel with experience in construction 
techniques and contractor practices. 

Several agencies, including the University of California and the Depart­
ment of Corrections, are implementing the CM technique for their major 
projects. In our judgment, the Office of State Architect· could improve 
services to its client agencies if it implemented this process as well. Ac­
cordingly, we recommend that the Office of State Architect develop, a 
plan to implement a CM unit to provide this type of service using' in-
house" personnel. " 

Unencumbered Funds Remaining in the Architecture Revolving Fund 
We recommend that unencumbered money in the Architecture Revolv­

ing Fund be reverted to the funds from which the original appropriations 
were made, for a savings of $1~674;OOO. 

The Supplemental Report of the 1977 Budget Act requires the Depart­
ment of General Services to report annually to the Joint Legislative 
Budget Committee on the status of funds in the Architecture Revolving 
Fund (ARF). The Director of General Services' most recent report (Octo­
ber 22, 1982) details the status of the ARF as of June 30, 1982. The report 
identifies (1) funds which have been deposited in the ARF and nave 
remained unencumbered for at least three years and (2) funds for projects 
which have been completed for at least three months. 

The Director's report indicates that unencumbered funds ($1,957,000) 
for 23. projects fall within category (1) above and that the Department Of. 
Finance has extended the availability of these funds. Table 6 shows the 
specific amounts extended by the Department of Finance, asofJune 30, 
1982. One of these projects having an unencumbered balance of $282,993, 
involves the construction of a new sewage line at McGrath State Beach. 
This project is ready for construction, and consequently the unencum-
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Number 
Fund of Projects 

General Fund........................................................................................................ 18 
General Fund, Special Account for Capital Outlay.................................... 1 
State Transportation Fund, Motor Vehicle Account .................................. ~ 

Subtotals ............................................................... :........................................ 22 

Collier Park Preservation Fund (State Parks and Recreation FWld) ... . 
·TotiUS .............................................................................................................. 23 

BUeLDINGS AND G~OUNDS DIVISION 

Amount 
(as of 6130182) 

$1,587,000 
61,000 
26,000 

$1,674,000 

283,000 
$1,957,000 

Utilities Savings from Gasification Plant Not Reflected in Budget 
We recommend that Item 1760-001-666 be reduced by $564000 to reElect 

utility savings to be realized by operation of the new gasification plant in 
Sacramento. We further recommend that Budget Bill language be includ­
ed in this item requiring DGS to report (1) any augmentati()ns for utility 
expenditures and (2) the actual cost and savings attnbutable to the gasifi­
cation plant based on its first year of operation. 

The 1978 and 1979 Budget Acts appropriated. a total of $3.3 million for 
construction ofa gasification plant adjacent to the central heating and 
cooling plant in Sacramento. The plant will produce low-quality gas by 
burning tree trimmings, woodchips or other solid waste material. 

Construction began in August of 1981, and to date the administration has 
approved augmentations to the project of over $600,000 indicating a new 
total project cost of $3.9 million. The plant is anticipated to be completed 
in March 1983. . 

The project was justified to the Legislature on the basis that once in 
operation,. the plant would replace 55 percent of the natural gas used in 
the central plant, and thus allow the state to reduce its purchase of natural 
gas by one million therms per year.. . 

Our review of the budget for the Buildings and Grounds· Division....,.. 
which operates the central heating plant-indicates that the savings at-
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tributable to the gasification plant have not been reflected in the utility 
budget. Given the department's savings estimate of one million therms, 
of natural gas, there should be a savings in the budget year of $560,000 
(based on the current price of 56 cents per therm for natural gas) . Accord­
ingly, we recommend that the department's utilit.y budget be reduced by 
this amount. 

So that the Legislature can evaluate the success of this project, the 
department should determine the actual utility savings and additional 
operating costs that can be attributed to the gasification plant, and report 
its finding to the appropriate committees. Further, to the extent that 
savings fall short of the department's estimate, the department should 
report any supplemental allocations made to the DGS utility budget. Ac­
cordingly, we recommend that the following Budget Bill language be 
adopted under Item 1760-001-666. 

"Provided that prior to allocation of any additional funds for utility 
expenditures, the Department of Finance shall report the need for such 
allocation pursuant to Section 28.00 of this act. By March 1, 1984, the 
Department of General Services shall report to the chairmen of the fiscal 
committees and the Chairman of the Joint Legislative Budget Committee 
on th~,actual costs and savings attributable to operation of the gasification 
plant. -

Special Repairs Deferral Would Increase General Funds 
We recommend that $~OOO budgeted in Item 1760-001-666 for four 

special repair projects be deleted because these projects are not critical 
and deferral will increase the amount available in the General Fund 

The budget includes $571,000 for 19 special repair projects at various 
buildings operated by the Buildings and Grounds Division. Six projects 
would repair roofs and windows which are leaking, three projects pertain 
to correction of electrical deficiencies, and six projects would repair or 
replace heating and ventilation system components. 

Our analysis indicates that four proposed projects do not involve essen­
tial repairs. While these projects may be desirable, they could be deferred 
until the states fiscal situation improves. The four projects are as follows: 

• $36,000 for new flooring in the San Francisco State Building. The 
project would replace all floor covering in hallways and lobbies be­
cause matching floor covering is not available when minor repairs are 
necessary. 

• $26,000 to clean and regrout wall terrazzo in the San Francisco State 
Office Building. The project would simply improve the appearance 
of the front lobby. 

• $9,000 to replace 120 thermostats in Sacramento state office buildings. 
This is a phased replacement program started in 1975. Deferral of this 
phase should cause no hardship. 

• $9,000 to replace sidewalks. This is an ongoing maintenance effort 
with no specific projects identified. If critical projects arise, recurring 
maintenance funds can be used to do needed work. 

Deferral of these projects would reduce maintenance costs charged to 
the Building Rental Account, and thus would increase the amount avail­
able for transfer to the General Fund. Accordingly, we recommend dele­
tion of the four proposed projects, for a reduction of $80,000. 
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Maintenance and Security Requirements for Governor's Residence Uncertain 
We withhold recommendation on $488,000 budgeted in Item 1760-001· 

001 for maintenance and security for the Governor's residence pending 
further action by the Legislature to determine what permanent arrange­
ments should be made to provide housing for the Governor. 

The budget includes $65,000 from the General Fund for maintenance 
and $423,000 for police services for the Governor's residence. This aplount 
is based on the costs to the department for providing police services and 
maintaining both the space at 1400 N Street used by the previous Gover­
nor as a residence, and the vacant residence in Carmichael. 

Existing law requires the DGS to sell the Governor's residence which 
is located in Carmichael. Proceeds from the sale, less administrative costs, 
are to be deposited in a special account ill the General Fund, and are to 
be used to provide a suitable residence for the Governor. Existing law also 
requires that the residence remain unoccupied until sold, except for :main­
tenance personnel. The DGS advertised the sale of the residence and 
received bids on December 3, 1982. On December 31, 1982, the Director 
of General Services rejected all bids because they were significantly less 
than the appraised value of the property. The new Director of General 
Services has not indicated what action he intends to take wjth regard to 
the Carmichael residence. 

At the time this analysis was prepared, sufficient information was not 
available on the need for $488,000 requested for maintenance and security 
of quarters for the Governor. Specifically, (1) the availability during the 
budget year of any funds from the sale of the Carmichael residence was 
not known and (2) the Legislature had not determined what permanent 
arrangements for housing the Governor are to be made. Consequently, we 
withhold recommendation on these funds, pending resolution of these 
issues. 

BUILDING RENTAL ACCOUNT 
Purpose of the Building Rental Account 

All rental receipts from agencies housed in office buildings under the 
Department of General Service's jurisdiction are deposited in the Service 
Revolving Fund, Building Rental Account. The account was created in 
1972 when the department instituted a standard rental rate. Prior to 1972, 
building rent varied, depending on the method of financing used for 
construction of the buildlng. For example, agencies located in buildings 
financed by the General Fund paid for space at a rate that was sufficient 
to recover Inaintenance and operation costs only. Agencies located in the 
Resources Building, which was financed through the issuance of debt 
instruments, were charged a rate sufficient to recover maintainance, oper­
ation and debt service. 

Under the current policy, any balance remaining in the Building Rental 
Account after the payment of rent (debt service) and the cost of maintain­
ing, operating, and insuring building space, is credited to the General 
Fund. 

Current Status of the Account. . Several state office buUdings recently 
have been completed and occupied. These buildings, which were fi­
nanced either by the General Fund or the Special Account for Capital 
Outlay,·will add approximately one million square feet to the 3.8 million 
square feet of office space currently administered through the Building 
Rental Account. As a result, rental charges in 1983-84 will generate reve-
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nue totaling $37.9 million. Expenditures budgeted (excluding those from 
the General Fund) from the account include (a) $32.1 million for I:lainte­
nance and operation cos. ts provided by the Buil .. ding and Grounds Division, 
(b) $1.9 million for debt service on buildings originally constructed 
through the issuance of certificates, (c) $0.3 million for General Fund 
interest and depreciation, and (d) $2.1 million in miscellaneous costs. The 
planned total expenditure of $36.4 million indicates that there will be a 
surplus balance of $1.5 million available in this account on June 30, 1984. 

Inappropriate Charges to the Account 
We recommend that costs charged to the Building Rental Account in the 

Service Revolving Fund be reduced by $1~991~~ which will increase 
General Fund revenues by a like amount. In addition~ we withhold recom­
mendation on $92/XJO budgeted for fire insurance~pending submission and 
review of cost-benefit analyses covering the purchase of such insurance for 
state office buildings. 

. Our analysis of the Building Rental Account indicates that the depart­
ment has inappropriately charged the account for certain costs. These 
costs are not among those allowed by the Government Code: debt service, 
maintenance, operations and insurance. Table 7 shows the various miscel­
laneous and overhead· charges which the department allocates to the 
Building Rental Account. As Table 7 indicates, the combined charges have 
increased 232 percent during the past four years. In contrast, the rental 
rate has increased only 23 percent. Our analyses of the specific miscellane­
ous/overhead charges are sunuilarized below. 

Table 7 
Department of General Services 

Building Rental Account 
Miscellaneous/Overhead Charges 

1979-80 to 1983-84 
(in thousands) 

Charge 1979-80 1980-81 1981-82 1982-83 
1. Statewide Pro rata (Central Administra-

tive Services) ................................................ $4 $2 $175 $188 
2. Departmental Overhead ............................ 165 695 7&5 874 
3. Space Management .................................... 113 166 247 3fY1 
4. Facilities Planning ...................................... 294 394 395 420 
5. lnsurance ......................... ; .............................. 53 53 53 97 
6. Handicapped Compliance ........................ 50 --

Totals .......................................................... $629 $1,310 $1,655 $1,936 
Total Rental Rate--sf/mo .............................. $0.57 $0.63 $0.65 $0.68 

Percent 
Increase 

Proposed Since Analyst's 
191J.J-84 1979-80 Proposal 

$251 6,175% 
974 490% 
267 136% 
449 53% 
100 89% pending 
50 

$2,091 232% pending 
$0.70 23% 

Statewide Pro Rata (Central Administrative Services) ($251~OOO). This 
charge represents a portion of the amount assessed to the Department of 
General Services for General Fund service agencies such as tpe Depart­
ment of Finance and the State Personnel Board. The department's assess­
ment for 1983-84 is $6;561,000. Thearribuntdistributed by the department 
to this account has varied from a low of $2,000 in 1980-81 to a high of 
$251,000 in 19~. 
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Our analysis indicates that statewide pro rata charges totaling over $1 
million are already included in most of the charges to the account includ­
ing the $32.7 million in maintenance and operation charges from the 
BUildings and Grounds Division. In fact, the pro rata charge to the Public 
Building Construction Fund (which is the fund where most of the ac­
count's debt service is deposited) is listed by the Department of Finance 
as having a $4,234 credit for past overcharges for statewide pro rata. 

Consequently, the $251,000 charge represents a "double charge" for 
statewide pro rata. 

Departmental Overhead ($974,000). This charge represents the Build­
ing Rental Account's share of the department's overhead costs (account­
ing, budget and executive). The department indicates that this charge is 
allocated to the divisions to reflect the proportion of the department's 
total budget accounted for by each division. 

This departmental overhead charge to the Building Rental Account 
duplicates other charges to the account. For example, the Buildings and 
Grounds Division is assessed $1,125,000 for departmental overhead, and 
this assessment is included in the division's billings for maintaining and 
operating the buildings. Consequently, direct billing of departmental 
overhead to the Building Rental Account constitutes a double charge for 
departmental overhead. 

Space Management Division ($267,000). The Space Management Di­
vision maintains a major projects unit which is responsible for planning 
space in new state office buildings. The department estimates that in 
1983-84 this unit will charge the account approximately $267,000 to fund 
planning activities related to various major capital outlay and lease/pur­
chase projects. These charges do not constitute debt service, maintenance, 
operation or insurance of building space, and consequently do not repre­
sent an appropriate charge to the Building Rental Account as specifiea in 
the Government Code. Accordingly we recommend deletion of the funds. 
In our analysis of the Space Management Division's budget, we recomend 
an alternative funding source for this work. 

Facilities Planning ($449,000). The Facilities Planning and Develop­
ment Division of the Department of General Services is charged with 
evaluating facility needs for all state agencies on a statewide basis. It 
periodically prepares and updates facilities plans for various state agencies 
in metropolitan areas throughout California. 

This activity is also not consistent with defined allowable charges to the 
Building Rental Account. This function, however, is an appropriate one for 
the Department of General Services to perform, and in our analysis of the 
Facilities Planning and Development Division, we recommend an alter­
native funding source for this work. 

Insurance ($l()(),OOO). The budget includes $100,000 for the purchase 
of fire insurance for various buildings under DGS jurisdiction. In our 
analysis of the Insurance Office, we have recommended that as a matter 
of policy, property insurance should be purchased by the state only where 
there is a contractual obligation or wnere cost-benefit analyses indicate 

. that it is economically advantageous to do so. Of the amount budgeted for 
insurance, $8,000 relates to contractual obligations in connection with the 
financing of three buildings. The remaining $92,000 relates to discretion­
ary policies for which cost-benefit analyses are n,eeded. Pending develop­
mentof such analyses by . the Insurance Office, we· withhold 
recommendation on the remaining $92,000 budgeted for fire insurance. 
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Handicapped Compliance ($5~OOO). This charge is related to an inter­
agency agreement between DGS and the State and Consurrier Services 
Agency, Office of Statewide Compliance Coordination. Under this intera­
gency agreement, the agency secretary's office is to provide training serv­
ices to DGS personnel regarding federal and state compliance 
requirements and tOlrovide appropriate "sensitivity awareness" about 
the unique issues an needs of disabled persons. The agency also is to 
provide technical services and advice on compliance issues. 

Our analysis indicates that the services provided by the agency do not 
constitute an appropriate charge to the Building Rental Account. These 
services should be charged to the respective divisions of General Services 
which will be receiving the training and technical assistance concerning 
disabled program compliance. 

Control Section Needed to Capture Additional General Fund Reve­
nue. Our recommended reductions to the amount budgeted from the 
Building Rental Account total $1,991,000. Because DGS rates will accumu­
late the revenues planned to cover these expenditures, this reduction will 
increase the surplus in the account. Because the surplus in this account at 
the end of the fiscal year reverts to the General Fund, approval of our 
recommended reductions would increase revenue to the General Fund by 
$1,991,000. Alternatively, the excess revenues could be reverted to Gen­
eral Fund early in 1983-84 so as to give the Legislature more fiscal flexibili­
ty during the year. (Adequate funds to make this transfer pribr to June 30, 
1984 will be available in the Service Revolving Fund.) To provide the 
Legislature with this flexibility, we recommend adoption of the following 
control section: 

"On the effective date of this act, the State Controller shall transfer 
$1,991,000 from the Service Revolving Fund to the General Fund as a 
reversion of savings pursuant to Section 16422 of the Government 
Code." 

OFFICE OF FACILITIES PLANNING· AND DEVELOPMENT 
Planning Functions Not Properly Funded 

We recommend that Item 1760-001-666 be increased by $4~ooo, and 
that the office place a surcharge on the rental payments made by agencies 
in leased space' to fund the cost of its planning activities~ since there is a 
direct relationship between the scope of these activities and the amount 
of space the state leases. 

The Office of Facilities Planning and Develo:r>ment is responsible for 
determining the future space requirements of all state agencies, and for 
developing plansand formulating recommendations to meet those needs. 
The office prepares and updates plans for metropolitan areas and the 
Capital Area, and compiles an annual summary of the state construction 
program. 

The budget proposes to fund this work with proceeds from the Building 
Rental Account, Service Revolving Fund. As indicated in our analysis of 
the Building Rental Account, however, the Government Code limits the 
expenditure of rent proceeds from state-owned space to debt service, 
maintenance, operations and.inswance of building space. Consequently, 
charging the account for the office's planning efforts is inappropriate. 

The primary goal of the office's planning function is to achieve state­
wide economies by reducing the amount of space leased by the state 
through the consolidation of state functions in state-owned space. Thus, 
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the scope of the planning effort bears a direct relationship to the amount 
ofleased space the state occupies. Consequently, we believe it would be 
reasonable for the office to finance this effort by imposing a surcharge on 
lease payments. 

Our ahalysis indicates that while $449,000 is included in the Building 
Rental Account budget for planning activites, the office has identified only 
approximately $400,000 in proposed charges against the account. Based on 
the current statewide lease cost, a 0.5 percent surcharge on the rental 
payments made by agencies in leased space would recover this amount. 

In summary,we recommend that the department add a 0.5 percent 
surcharge to each lease payment, and that Item 1760-001-666 be increased 
by $400,000 to allow expenditure of these funds to support the office's 
identified planning activities. In our analysis of the Building Rental Ac­
count, we have recommended that the $449,000 budgeted for this same 
purpose be deleted, for a corresponding increase in General Fund reve­
nues. 

REAL ESTATE SERVICES DIVISION 
Work Plan Needed for budget Year Activities 

We recommend that prior to legislativehearings on thebudge~ the 
department provide a workload projection for the Real Estate Services 
Division during the budget year. Pending submission and review of this 
work plan, we withhold recommendation on the proposed redllction of9.5 
positions and $327,000 related· to property acquisition activities. 

We further recommend that the Legislature adopt supplemental report 
language requiring the department to prepare annually a work plan and 
submit a report to the Legislature on the changes to the work plan result­
ing from legislative and administrative action on the Budget Bill. 

The Real Estate Services Division (RESD) is responsible for (1) acting 
as the state's agent in acquiring propertY for most state agencies, (2) 
identifying surplus state property and conducting sales to dispose of such 
property, and (3) managing state property which has heenacquired but 
not transferred to the owning. department. 

The division recovers its costs for these activities through an hourly 
billing system covering staff time devoted to individual projects; For ac­
quisition projects, staff time is billed directly to capital outlay appropria­
tions. Sales and property management expenses are cpvered from the sale 
of the surplus property and by.leasing property managed by the division. 
These is no limit on the amount that RESD may charge for its administra-
tive activities.· . . 

Through 1982-83, revenues from property management activities were 
continuously appropriated to the department by Section 15863 of the 
Government Code. Section 13340 of the Government Code however, 
eliminated many continuous appropriations,· including this one, effective 
Julr..1, 1983. As a result these funds must be appropriated in the Budget 
Bil. 

No Workload Plan. The RESD property acquisition workload in any 
fiscal year is dependent on the number and compleXity of acquisition 
projects carried over from prior years and those funded in the annual 
budget. The balance of the division's workload is determined by acombi­
nation of. surplus property inventory. and the inventory of properties 
which have been acquired but not traiisferred to the owning agency. 

The division, however, does not prepare an overall workload plan to 
assess theneed forspecificprojects or services in the budget year. Accord-
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ingly, we are unable to analyze the appropriate level of staffing for the 
divi,s.,ion,' or . .determine the impac. t of deleting 9.5 positions as proposed in 
thebu~~t; So that the Legislature may assess the department's needs, a 
'WiQ ' Ilan for 198:HS4 should be developed by the department and 
... , S able for review I>rior to legislative budget hearings. We with-

:80 recommendation on the staff reductions proposed in the budget, 
pending receipt and review of this plan. 

Annual Workload Plan Needed. The Legislature needs an overall 
workload plan-similar to the annual plan developed by the Office of 
State Architect for construction projects-in order to: 

'. determine the appropriate staffing requirements for the division . 
• review the priorities assigned by the department to various projects. 
• identify the imI>act ,of legislative and administrative changes in the 

final budget so that staffing adjustments can be monitored to ensure 
that resources are consistent with projected workload . 

• measure the division's progress in implementing the overall program 
approved by the Legislature. At the present time there is no means 
of determining if the division has either undertaken or completed the 
number of acquisitions that were anticipated when it submitted justi­
fication for its proposed staffing level. 

To fulfill this need, we recommend that the LegISlature adopt budget 
language requiring RESD to submit (1) by March 1 a workload plan 
consistent with capital expenditures proposed for the budget and (2) by 
September la report to the Legislature detailing a workload plan reflect­
ing the budget as enacted. Specifically, we recommend adoption of the 
following supplemental report language under Item 1760-001-666: 

"Prior to March 1 of each year, the Department of General Services 
shall submit a report to the chairmen of the fiscal committees, and the 
Chairman of the Joint Legislative Budget Committee, which indicates the 
anticipated, workload for the Real Estate Services Division based on the 
proposed budget and prior appropriations. Prior to September 1 of each 
year, the department shall submit a similar report which shows the an­
ticipated workload based on the final budget." 

General Fund Subsidy of Real Estate Sales to Governmental Agencies 
We recommend that legislation be enacted requiring that governmental 

agencies which acquire state surplus land reimburse the Real Estate Serv­
ices Division for all costs related to interim management and sale of the 
property conveyed to them. 

The Real Estate Services Division is responsible for compiling a list of 
suspect state surplus property and recommending the enactment of legis­
~ation authorizing the sale of these surplus properties. 

The Government Code allows the Director of General Services to con­
vey property which has been declared surplus by the state to other gov­
erIimental agencies at less than market value when the Director 
determines that this action is in the best interest of the state. In some cases, 
property can be transferred at no cost to the receiving agency. 

In recent years, state surplus property has been conveyed to local agen­
cies to provide low cost housmg and open~spa<:yparklands. In addition, the 
School for the Blind and Deaf in Berkeley recently was transferred to the 
University of California for open space and housing. 

The financial statements preparea by the Department of General Serv-
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ices reveal that in some cases where property has been conveyed to gov­
ernmental agencies, the proceeds fro~ the sale have been less than the 
costs to the division of conducting the sale and arranging for the convey­
ance to the purchaser. When this happens, RESD must cover its losses 
using revenues received from leasing other state properties under its 
jurisdiction. . 

Were it not for the need to underwrite these losses, the revenues from 
the department's leasing activity would be available to the General FQIld. 
Consequently, to the. extent that RESD does not cover its costs in selling 
surplus property to governmental agencies, the General Fund is, in effect, 
providing a subsidy to the agency receiving the property. . 

The sale of the School for the Blind and Deaf at Berkeley is a case in 
point .. RESD spent $250,000 in managing this property once it was de­
clared surplus by the Department of Edqcation. This. amount inch.lqed 
approximately $130,000 for police services to protect the property. Thus, 
not only did the state convey to the University of California, at no cost, 
property having ~ estimated value exceeding $10 million, it also subsi­
dized the transfer of property, using resources from the General Fund, to 
the extent of approximately $250,000. 

To avoid this type of hidden subsidy in the future, we recommend that 
legislation be enacted requiring any governmental agency which receives 
state surplus property at less than market value, to pay all net manage­
ment and administration costs incurred by the RESD in connection with 
the transfer. 

Public Works Board Support Belongs in Department of Finance 
We recom~endthat funding for all administrative staff assigned to the 

State Public WorkS Board be deleted from the Besl Estate Services Divi~ 
SiQli because this responsibility should be consolidated in the Department 
of Finance for a savings of $2~OOO. . 

The powers and duties of the State Public Works Board are defined in 
Government Code Section 15752et seq. The board consists of three voting 
members-the Directors of Finance, Transportation and General Serv­
ices. Six legislative members act as advisors to the board but do not vote. 
The board's duties include determining if and when acquisitions, construc­
tion, capital improvements and the purchase of equipment shall be under-
taken. ... 

Control Section 8.00 of previous Budget Acts requires that each month, 
I>rior to the board meeting, t .. he. Department of Finance submit a letter to 
the chairperson of each fiscal committee, the Chairperson of the Joint 
Legislative Budget Committee and the legislative members of the board 
certifying that the projects included ·on the board's agenda . adhere to 
legislatively-approved scope and cost. If the Department of Finance.ap­
proves changes to legislatively-approved scope and cost, Section 8.00 re­
quires the department to indicate the changes and associated cost 
implications in its letter. 

The provisions of this control section are included in Section 44 of the 
companion bill to the Budget Bill. 

Staff Cha~ges Needed. The chairperson of the board is the Director 
of Finance. Currently, however; the. secretary to· the board is located in 
the Real Estate Services Division. It seems logical that staff to the board 
be directly responsible to the chairperson. This would sqggest consolidat­
ing staff to the board in the Department of Finance. Moreover, the De­
partment of Finance is the administration's fiscal control agency, and the 
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responsibility for the Public Works Board agenda and cost controls should 
rest entirely with it. 

Allother problem with the current arrangement is that property acqui­
sition projects are placed on the board's agenda by Real Estate Services 
Division without being review~d or approved by the Department of Fi­
nance. All construction-related items however, are reviewed and placed 
on the agenda by Department of Finance staff. This results in dual stand­
ards being applied to state capital outlay projects. It also assigns to the Real 
Estate Services Division a responsibility which it is not equipped to han­
dle. The divisionis a service organization which provides expertise in the 
purchase/selling of real estate~ The policy and cost implications of pro­
ceeding with an acquisition project go beyond its area of expertise. These 
matters more properly fall within the Department of Finance's area of 
expertise. 0 

For these reasons, we recommend that the responsibility for Public 
Works Board staff support be assigned exclusively.to the Department of 
Finance, and that $20,000 included in RESD budget for support of the 
board be deleted. The existing capital outlay budget staff at the Depart­
ment of Finance should be able to absorb this workload, and consequently 
no additional staff should be needed. Thus, this recommendation would 
result in savings amounting to $20,000. 

SPACE MANAGEMENT DIVISION 
Major Projects Unit 

We recommend that (1) $119,000 be added to Items 176(J-O(J1-666 and 
1760-301-036 to fund space planning activities for four new state buildings, 
and (2) pllmning funds be denied for one project which .has planning 
funds available in the current year. . 

Further, we recommend that legislation be enacted requiring lease­
purchase and lease-with-option-to-purchase agreements to obtain legisla­
tive approval before they are signed 

We withhold recommendation on planning funds for two projects pend­
ing review of (1) criteria used by the department to determine financing 
mechanisms for building projects and (2) the reason for cost differentials 
between lease-purchase and capitlll outlay. 

The major projects unit of the Space Management Division is responsi­
ble for programming and planning space in new state office buildings. The 
costs associated witli these activities are recovered by billing client agen­
cies, imposing charges against capital outlay appropriations, or charging 
the Building Rental Account in cases where no appropriation or single 
client is involved. The estimated workload of the unit and proposed source 
of funds for its activities in 1983-84 are shown in Table 8. 
. As indicated earlier in this analysis, rent proceeds frOin state-owned 
space may be used only for four purposes: rental payments, maintenance, 
operations or insurance of building space. The cost of space planning for 
new office buildings can not be charged to the account, and we recom­
mended that the $267,000 budgeted from the account to cover such 
charges be. deleted, . 
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Table 8 

Project 

Van Nuys Office Building ......... . 
New San Francisco Office Build-

ing ........................................... . 
Site ID, Sacramento ................... . 
Site 4, Sacramento ....................... . 
Site 5, Sacramento ....................... . 
San Francisco Office Building, 

Backfill ................................... . 
Franchise Tax Board Facility, 

Sacramento ........................... . 
New Los Angeles Office Build-

ing ......................................... ... 
State Teachers Retirement Sys-

Space !\IIanagement Division 
Major Projects Unit 

1983-84 Workload Estimate 

Hours 
Budgeted 

309 

163 
275 

1,530 
529 

1,300 

1,825 

2,819 

Total 
Charges 

$14,300 

7,500 
12,700 
70,800 
24,500 

60,200 

84,500 

130,500 

Charges to 
Clients/ 

Appropnations 

$9,300 
5,600 

60,200 

118,500 

tem Building .......................... 200 9,300 9,300 

Proposed 
Charges to 
Building Recommended 
Rental SAFCO 

Account Appropriation 

$14,300 $14,000 

7,500 8,000 
12,700 pending 
61,500 
18,900 pending 

84,500 85,000 

12,000 12,000 

Totals........................................ 8,950 $414,300 $202,900 $211,400 pending 

The division has identified seven projects for the budget year involving 
charges of $211,000 that the budget funds from the Building Rental Ac­
count. There is no identified workload for the remaining $56,000 in 
charges. Our analysis and recommendations concerning funding for the 
seven idE;1ntified projects follow. . 

Projects Recommended Eor SAFCO Funding. Four of the projects 
proposed for funding from the Building Rental Account previously have 
been approved by the Legislature or are proceeding using the authority 
granted to the Director of General Services by Section 14669 of the Gov­
ernment Code: 

1. The Van Nuys office building was funded by the Legislature through 
capital outlay appropriations in previous budget acts. Funds are re­
quested to finish space planning activities. 

2. Plans anq specifications for the new San Francisco office building 
were developed with funds from capital outlay appropriations. In the 
1982 Budget Act, the Legislature authorized the formation of a joint 
powers authority to fund construction of the building. 

3. The development of the new Los Angeles building is proceeding 
under a jo41t powers authority authorized by the 1981 Budget Act. 
Funds for schematic plans were appropriated by the Legislature in 
1980-81. 

4. Work on phase one of the new Franchise Tax Board facility is pro­
ceeding under the aqthority of Section 14669 of the Government 
Code. The Director is planrtipg to enter into a lease purchase agree­
ment for a 466,000 gross square foot building on a 50-acre site in 

. Sacramento, at an annual rental of $4.2 million. 
In these four cases, spacE;1.planning funds are justified so that work can 

be corichJ.d¢d on proje9ts iIi progress .. Because these are construction 
projects which involve the state, the Special Account for Capital Outlay 
(SAFCO) is an appropriate source of funds. Consequently we recommend 
that Item 1760-301-036, Department of General Services, capital outlay, be 
amended to include the following appropriation: 

(d) Statewide-Space Planning ................................................ $119,000 
8-76610 



216 / STATE AND CONSUMER SERVICES 

DEPARTMEJIIT OF GENERAL SERVICES-Continued 

1. Van Nuys Office Building ...................... $l4,000 
2. New San Francisco Office Building.... 8,000 
3. Franchise Tax Board Facility................ 85,000 
4. New Los Angeles Office Building ........ l2,000 

Item 1760 

Item 1760-001-666 should be increased by the same amount to allow the 
division to expend the funds. 

Projc()t with Current Year Funding. The !iivision is requesting author­
ity to expend $6l,500 from the Building Rental Account to finance space 
planning for a new office building on Site 4 in Sacramento. The 1982 
Budget Act included $1.4 million for preliminary pl~s and working draw­
ings for this building. The 1982 appropriation shQuld be adequate to fund 
the proposed planning activity. Consequently, there should be no need for 
additional plailning funds in the budget year. We recommend that the 
request for an additional $61,500 b~ denied. 

Prop()scd Lease-Purchase Projects. The division is requesting funds to 
do space planning for two additional office building projects (Site ID and 
Site 5) in Sacramento. The 'budget does not state how the construction of 
these buildings will be financed. We assume that, sillce no capital outlay 
funds are proposed in the budget, the Director is proceeding under the 
authority granted by Section 14669 of the Government Code. 

In the long run, it is more economical for state agencies to occupy 
state-owned buildings rather th~ lease privately-owned space. Moreover, 
it should be more economical for the state to construct its own buildings 
than to acquire buildings through lease-purchase or lease-with-purchase­
option agreements. 

In recent years, the department has chosen to obtain additional office 
space through lease-purchase or l~ase-with-a-purchase-option agree­
ments, rather than through capital outlay. It is not clear on what basis the 
department decides which method should be used in individual cases. So 
that the Legislature can oversee the department's process in acquiring 
needed office space, the department should provide the Legislature with 
the criteria it uses to determine whether buildings will be acquired 
through lease-purchas(a-type agreements or capital outlay . 

. Another area in which further clarification is needed involves the cost 
of obtaining space through lease-purchase-type agreements relative to the 
cost of direct construction by tpe state. The department's information 
. regarding the proposed Franchise Tax Board lease-purchase proposal indi­
cates that the estimated construction cost of the facility is significantly less 
than the State Architect's estimate of what it would cost the state to 
construct a similar building. Given this disparity, it appears that the de­
partment has two sets of building standards-one for state-constructed 
and one for privately constructed facilities. Apparently, the department 
is willing to accept less costly construction alternatives if the bUilding is 
acquired through lease-purchase than if it is constructed by the state. In 
view of this, we recommend that the department also provide the Legisla­
ture with a detailed explanation of why there is such a wide variation in 
these two estimates. 

Pending review of this information, we withhold recommendation on 
the request to fund space planning for Site ID and Site 5. If these projects 
are to proceed, planning funds are needed, and the SAFCO would be an 
appropriate fund source. 

Legislature Should Have Budgetary Review of Proposals. Chapter 
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919, Statutes of 1981 amended the Government Code to permitthe Direc­
tor of General Services to lease-purchase or lease with the option to pur­
chase building space for use by state agencies. The Director is required to 
solicit written bids and to award the contract to the lowest responsible 
bidder. The Director may reject all bids if he deems it in the best interest 
of the state. 

This process precludes legislative review of individual projects and their 
fiscal implications. Existing law requires only that notification be given to 
the Joint Legislative Budget Committee and that the agreement be re­
viewed by tlie Legislative Analyst. It does not give the Legislature itself 
authority to approve or disapprove the proposed agreement. Consequent­
ly, Section 14669 of the Government Code effectively removes from the 
Legislature's direct budgetary control major state commitments and ex­
penditures, and gives this control to the Director of General Services. This 
seriously limits the Legislature's ability to control expenditures by the 
state, and therefore limits the Legislature's fiscal flexibility in setting pri­
orities among state needs. 

For example, the lease-purchase agreement for the new Franchise Tax 
Board facility will result in rental and operating costs in excess of $6 million 
per year, and may lead to a capital outlay expenditure of $40 million to 
purchase the building in 1986. . 

The decision to incur the additional rental and operating costs, however, 
was made by the Director of the Department of General Services, not by 
the Legislature. Furthermore, this decision will make it difficult not to 
commit the $40 million in the future, since the cost of purchasing the 
building in 1986 will be less than the discounted present value of continu­
ing to rent the building. Thus, the Legislature may feel that it is "locked 
in" to a $40 million expenditure that it might not have approved in the 
first place, if given the choice. 

We believe decisions of this type should be made by the Legislature, 
having the benefit of testimony received in public hearings. Consequent­
ly, we recommend that legislation be enacted to amend the Government 
Code so as to require that lease-purchase and lease with option to purchase 
proposals be approved in advance by the Legislature. . 

Lease· Management Activities 
We recommend that two leasing officer positions and$64lJOO for person­

al services be delete4 and that $~OOO be added to operating expenses and 
equipment under Item 1760-001-666 (a net increase of$35,OOO) because (l) 
the proposed expansion in lease management activities would not be cost­
effective, and (2) the Fire Marshal has statutory responsibility for fire 
safety inspection of state occupied space. 

The Space Management Division (SMD) is responsible for managing 
properties leased by the Department of General Services. Lease manage­
ment activities include ongoing monitoring to assure compliance with 
lease terms, correcting operations and maintenance problems and cal­
culating rent escalation factors. 

The Office of the State Fire Marshal is responsible for assuring that 
state-leased buildings comply with fire and panic safety regulations. Since 
1980-81, the SMD hasicontracted with the Fire Marshalto conduct inspec­
tions and plan reviews of state~leasedspaces~ The two agencies jointly 
establish a priority list and inspection schedule, and· the Fire Marshal 
forwards reports of code deficiencies to the SMD. In the current year, the 
SMD anticipates reimbursing the Fire Marshal $106,000 for services pro­
vided by his office. 
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Although not explicitly acknowledged in the budget, the department is 
proposing to discontinue contracting with the Fire Marshal, and instead 
to use SMD personnel to conduct inspections covering fire and life safety 
and other control issues in the budget year. Specifically, SMD would use 
two existing positions to assure that: 

• There is compliance with fire safety regulations. 
• Handicapped access regulations are not violated by tenant action. 
• Energy conservation policies are adhered to by tenant agencies. 
• Underutilized space is returned to the lessor or occupied by other 

agencies. 
• Building and mechanical problems are identified and reported for 

corrective action. 
The department indicates that under the program, each office and 

warehouse location would be inspected once every two years. 
We recommend that the proposed change in the department's budget 

not be aFproved because: 
(1) The Fire Marshal has statutory responsibility for enforcing fire and 

panic safety regulations in state-leased space. 
(2) The remaining goals can be achieved more effectively and effi­

ciently through administrative control and tenant action than through 
biennial inspections by SMD personnel. 

Fire Marshalllesponsibilities. Section 13108 of the Health and Safety 
Code explicitly assigns to the Fire Marshal the responsibility for enforce­
ment of regulations and building standards related to emergency egress 
and fire and panic safety in all state-leased buildings. No provision is made 
in the code for transferring this responsibility to other state agencies. 
Further, in contrast to staff of the Fire Marshal, SMD personnel do not 
necessarily have the expertise to conduct fire and life safety inspections. 

The Fire Marshal contract now in effect would cost approximately $112,-
000 in the budget year. Information provided by the department indicates 
that the SMD proposal would cost the Service Revolving Fund $35,000 less, 
or $77,000. We question whether the work can be accomplished satisfacto­
rily for this amount. The SMD allowed the Fire Marshal $27,000 for travel 
in the current year, while the department is requesting only $13,000 in the 
budget year for the same purpose. Moreover, the Fire Marshal contract 
calls for two Deputy Fire Marshal II positions, while SMD feels it could 
accomplish the work with lower paid staff. 

Efficiencies Through Administrative Actions. The SMD desire to ex­
pand its lease management activities is part of the reason it proposes to 
assume responsibility for fire safety inspections. These activities would be 
conducted in connection with fire safety inspection visits to state-occupied 
space. 

Our analysis suggests that one visit every two years will not prevent 
tenants from taking actions which impair handicapped access, energy 
conservation or the efficie.nt use of space. Furthermore, other alternatives 
for achieving these goals offer more promise. Specifically, executives of 
those agencies occupying leased space should take responsibility for ensur­
ing that these statewide goals are met, without the help of SMD personnel. 
Building problems are generally more easily recognized by the people 
who occupy the space year-round than by a leasing officer who visits for 
part of one day. The SMD is a service agency and is not meant to police 
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tenant activities. The SMD should instead concentrate its effort on quick 
resolution of reported problems. 

Consequently, we recommend .that $64,000 requested for two leasing 
officer positions be deleted from Item 1760-001-666, and that a net $99,000 
be restored to operating expense under the same· item to continue the 
interagency agreement with the Fire Marshal for timely inspection of 
state-occupied space. This results in a net increase of $35,000 to Item 
1760-001-666. 

BUILDING STANDARDS COMMISSION 
General Fund Appropriation Not Needed 

We recommend a reduction of $l~OOO in General Fund support (Item 
1760-001-001)~ and a corresponding increase in Service Revolving Fund 
support (Item 1760-001-6G6)~ for the commission becauseit should recover 
total costs from other agencies. We further recommend that prior to 
budget hearings~ the commission report to the Legislature on the fee 
schedule adopted by the commission for appeals, the workload anticipat­
ed from appeals in the budget yeaI; and the impact of the fee revenues 
on regular agency assessments. . 

Chapter 1082, Statutes of 1981, amended the Health and Safety Code to 
require each agency responsible for adopting building standards to reim­
burse the Building Standards Commission for the agency's proportionate 
share of the commission's cost to review and publish the standards. The 
commission is directed to determine each agency's proportional share on 
the basis of existing and proposed new standards. 

Prior to the enactment of Ch 1082/81, the activities of the commission 
were funded fully from the General Fund. 

The commission retained its General Fund appropriation ($174,000) in 
1982-83, and credited it against the charges which would have been as­
sessed to agencies with General Fund support. The budget proposes to 
continue this practice in 1983-84, and requests a $177,000 appropriation 
from the General Fund which, along with $221,000 in reimbursements, 
will support the commission. 

Table 9 shows those agencies responsible for contributing toward the 
support of the commission in 1983-84, the proposed allocation of costs, the 
General Fund credit as calculated by the commission, and the net level 
of reimbursement. The commission staff indicates that the General Fund 
credit allocated to each agency is based on the relative proportion of 
agency General Fund support to total agency expenditures. 

The commission's method for determining the allocation of its General 
Fund appropriation has resulted in the General Fund bearing more than 
its proportionate share of the commission's cost. For example, the Office 
of Statewide· Health Planning and Development is receiving a $32,000 
General Fund credit,· while its health facility regulation program is not a 
General Fund activity. The Occupational Safety and Health Standards 
Board receives a $65,000 credit against its $99,000 assessment, despite the 
fact that the program receives 50 percent of its funding from the federal 
government. On the other hand, General Fund agencies such as· the De­
partment of the Youth Authority and the Califo:rnia Community Colleges 
receive :rio General Fund credit.' 
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Item 1760 

Building Standards Commission 
1983-84 Revenue Plan 

(in thousands) 

Agency 
AUocated 

Cost 
Department of Housing and Community Development 
Office of the State Fire Marshal .......................................... .. 
Office of State Architect ........................................................ .. 
Office of Statewide Health Planning and Development 
Department of Health Services ............................................ .. 
Occupational Safety and Health Standards Board .......... .. 
California Energy Resources and Development Commis-

sion ...................................................................................... .. 
Department of Food and Agriculture .................................. . 
Board of Corrections ................................................................ .. 
Department of Transportation .............................................. .. 
California Community Colleges ............................................ .. 
Department of Consumer Affairs ........................................ .. 
Department of Education ...................................................... .. 
Department of the Youth Authority .................................. .. 

Totals .................................................................................. .. 

$32 
32 
87 
41 
40 
99 

61 
3 
0.5 
0.5 
0.5 
0.5 
0.5 
0.5 

$398 

Credit from Net 
General Fund Reimbursement 
Appropriation Level 

$23 $9 
25 7 

87 
32 9 
32 8 
65 34 

61 
3 
0.5 
0.5 
0.5 . 
0.5 
0.5 
0.5 

$177 $221 

Given the provisions of Ch 1082/82, and the inequities resulting from 
the commission's allocation of General Fund credits, we see no basis for 
continuing the General Fund appropriation to the commission. The com­
mission should charge those agencies which adopt building standards the 
full cost ofits review and publication activities. In this way,the appropri­
ate source of funds can be tapped for the needed reimbursements. Conse­
quently, we recommend that $177,000 in General Fund support be deleted 
(Item 1760-001-001) , and that Service Revolving Fund support (Item 1760-
001-666) be increased by the same amount. 

Fees for Appeals. Chapter 1082, Statutes of 1981, also requires the 
commission to establish. a schedule of fees to pay for the cost of administer­
ing and hearing appeals on building standards. The commission staff indi­
cates that no appeals have been. filed and no fee schedule has been 
adopted for future appeals. It is anticipated, however, that some appeals 
will be filed in the budget year. . 

The commission's budget proposes to recover all appeal-related costs 
from the regular assessments on agencies which adopt building standards. 
That portion of the commission's budget which is attributable to the ap­
peals process should be recovered from appeal fees, rather than through 
regular assessments. We recommend that, prior to hearings on the Budget 
Bill, the commission report to the Legislature on its adopted fee schedUle 
for appeals, its anticil?ated workload in the budget year from appeals, and 
the reduction in regular assessments which will result from the implemen­
tation of the appeals fees. 

Legislatively Mandated Publications 
The Health and Safety Code requires the Building Standards Commis­

sion to publish the (Compiled) State Building Standards Code triennially 
and various supplements on an annual basis. The building standards (Title 
24, California Administrative Code) contains provisions relating to the 
method of use, properties, performance, and type of materials used in the 
construction or alteration of buildings, structures, factory-built housing, 
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and other real property improvements. The code comprises the following 
seven parts: 

1. State Building Standards Commission 
2. Basic Building Regulations 
3. Basic Electrical Regulations 
4. Basic Mechanical Regulations 
5. Basic Plumbing Regulations 
6. Special Building Regulations 
7. Elevator Safety Regulations 
The code contributes to the public health and safety by requiring rea­

sonable levels of workmanship and materials in construction in the state. 

2. STATEWIDE SUPPORT SERVICES 
The statewide support services program consists of 12 program ele­

ments. Table 3 lists the elements and the expenditures for each over the 
three-year period ending June 30, 1984. 

COMMUNICATIONS DIVISION 

Radio Maintenance Function is Overstaffed 
We recommend that 39 telecommunications technicians and $l~G88,OOO 

be deleted because the department has overestimated radio maintenance 
workload and set its workload standards too low. 

The Communications Division utilizes telecommunications technician 
positions for the installation, modification, preventive maintenance and 
repair of radio systems owned by the state, and by a few local agencies. 
The division's technicians are stationed at radio repair shops located 
throughout the state. 

Telecommunication technicians are required to record on a work ticket 
the amount of travel and labor time spent for each service call. From this, 
the Communications Division calculates the average length of time a 
technician spends to maintain various types of equipment. This average 
time period is used to measure the efficiency of individual technicians and 
to determine staffing needs. . 

The staffing authorization for radio maintenance and installation in 
1981-82 and 1982-83 was based upon workload data that was presented in 
one of the department's 1982-83 budget change proposals. The division 
developed workload estimates for these years based on past workload 
data, adjusted for an expected increase in the amount of customer eq\1ip­
ment it needed to install and maintain. The division estimated that it 
would deliver 198,700 hours of labor and travel time in 1981-82, and 203,-
600 hours in 1982-83. Workload standards, which the department calcu­
lates by examining the actual productivity of its technicians in previous 
years, were set at 1,275 and 1,285 productive hours per techIlician· in 
1981-82 and 1982-83, respectively. By applying the worklolild standards to 
the projected workload, the department developed st~g estimates 
which indicated that an additional 21 positions were needed in 1981-82, 
and that two more technicians would be required in the current year. The 
Legislature authorized the augmentation, and the current technician staff 
(including trainee and assistant positions) is the equivalent of 157 full-time 
positions. . 

Our analysis indicates that this level of staffing is excessive for the 
following two reasons: 

1. Workload is overestimated. Although DGS anticipated that work­
load in 1981-82 would be approximately 198,700 hours, the division's time 
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reports indicate that the actual productive (billable) output in 1981--82 
was 186,130 hours. This is 12,570 hours, or 6.3 percent, less than the esti­
mate for the division. In addition, our review of the division's current year 
time reports indicate that the actual number of productive hours provided 
by technicians has decreased. The division recorded 76,144 productive 
hours during the first five months of 1981--82, whereas the corresponding 
amount in 1982--83 was 74,727. Consequently, the total number ofproduc­
tive hours during this period was 1,417 hours (1.1 PY, or 2 percent) less 
than it was in the prior year. 

By applying thelsame workload standards and the same procedure used 
to determine the past and current year level of authorized positions, we 
calculate that the radio maintenance function is overstated by 11 positions 
in the current year. The 1983--84 budget proposes to delete 6 of these 
technician positions because of new operating equipment which was not 
purchased during the current year. Nevertheless, the 1983--84 budget still 
includes 5 positions which are not needed on a workload basis. 

2. Workload standards are too low. A comparison of technician pro­
ductivity in state service and private industry indicates that state workload 
standards are too low. In order to test whether data on actual state techni­
cian productivity (which is the basis of the division's workload standards) 
reasonably reflects a technician's capabilities, we reviewed the mainte­
nance records kept by DGS and two large radio repair shops located in 
Sacramento. 

We selected 5 types of radio equipment, which are representative of 60 
percent of the equipment assigned to the division for service, and com­
pared the average time required by state-employed technicians to repair 
the radios with the average time required by private-sector technicians. 
We calculated the average service time required by ate. chnician in private 
industry by sampling work tickets, which document the technician's actu­
al travel and maintenance time spent to service a radio. Approximately 80 
work tickets were sampled for each of the five equipment units. We 
calculated average maintenance time for state employees by dividing the 
tot~ number of hours they devoted to each type of equipment by the total 
number of units that they serviced. The results of our comparison are 
displayed in Table 10. 

Table 10 
Average Maintenance Time for Radio Repair 

(in hours) 

Equipment Unit DGS 
Mobile· radio ........................................................................ 5.1 
Fixed station ...................................................................... 9.3 
Handie-Talkie .................................................................... 3.2 
Pager .................................................................................... 2.4 
Remote control.................................................................. 6.0 

Private 
Industry 

1.2 
2.8 
1.0 
1.1 
1.4 

Difference 
3.9 
6.5 
2.2 
1.3 
4.6 

Percent 
76% 
70 
69 
54 
77 

Our analysis indicates that the average technician employed by the state 
takes over twice as long as a technician employed by the private sector to 
provide radio repair service for each of the five types of equipment. .. 
Furthermore, as mentioned earlier, the division's current year time rt:lport 
indicates that the actual number of productive hours per technician is 
decreasing in the current year. 
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We know of no reason why state technicians should have a lower pro­
ductivity than comparable technicians employed in the private . sector. 
Accordingly, we recommend that the division's current workload stand­
ards be adjusted to reflect workload experience in the private sector. By 
weighting our sample data, we determined that the private sector spends 
73 percent less time servicing the five types of equipment than DGS does. 
Although the five types of equipment listed represent 60 percent of the 
number of units assigned to the division, they represent only 50 percent 
of the service time I>rovided by the division. As a result; we assume that 
50 percent of the radio maintenance staff, or 46 positions, are assigned to 
this workload. We conclude that the department is overstaffed by 34 
positions, or 73 percent of the 46 currently authorized positions. 

In summary, our analysis indicates that the Communications Division is 
overstaffed by five positions because the division has overestimatedwork­
load, and by 34 positions because it has underestimated workload stand­
ards. We recommend that these 39 positions be deleted, for a savings of 
$1,688,000. 

INSURANCE OFFICE 
Insurance Against Loss of Assets 

We recommend that a new Control Section be adopted to prohibit the 
expenditure of funds for the purchase of a discretionary commercial insur­
ance policy covering loss of assets unless the department has given the 
Legislature 30 days advance notification of its intent to do so. 

The Insurance Office informs us that in 1981-82 the state purchased 
commercial insurance policies covering the state against loss of state as­
sets, at a cost of $4,387,000. Of this amount, $4,036,000 was spent for manda­
tory ins~rance, such as. insurance required by (1) the resolutions 
governing revenue bond financing of the states' toll bridges or (2) the 
terms of a federal grant. The remaining $351,000 expended in 1981-82 was 
for elective or discretionary insurance .. 

Historically, the state has followed the policy of self-insurance whenever 
possible. The Legislature has concluded that, in the long term, it is less 
costly to pay the full cost of an occasional loss than to pay annual premiums 
to an insurance company. The Legislature reaffirmed this policy in 1981 
when it added Control Section 4.70 to the Budget Act (Section 7.00 in the 
1983 Budget Bill) prohibiting the use of funds to purchase discretionary 
tort liability poliCies unless 30 days advance notification and a cost benefit 
analysis have been given to the Legislature. 

The insurance office projects that it will spend $358,000 in 1983-84 for 
premiums on 108 discretionary policies. These policies cover (1) aircraft 
hulls, (2) buildings, (3) EDP and other equipment, (4) musical instru­
ments, and (5) office contents from losses resulting from crimes, fires, 
floods and other.perils. The fire insurance policies cover the state printing 
plant ($29.7 million), the residence of the Chancellor of the California 
State University ($569,000) and the Governor's residence ($2.4 million), 
as well as other structures. 

Not only is the need to insure any of these assets questionable, the 
amount of coverage in some cases appears to be excessive. For example, 
the policy covering the Governor's residence-$2.4 million-insures only 
the building itself, whereas the Department of General Services has in­
formed tiS that the appraised value of the mansion is $1.5 million including 
the land. . 

Our analysis indicates that there is no basis to exempt this type of 
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discretionary insurance coverage from the state's policy of self-insuring, 
except in those cases where a cost-benefit analysis demonstrates that pri­
vate insurance would be in the state's interest. For this reason, we recom­
mend that a new Control Section be adopted prohibiting the purchase of 
a discretionary commercial insurance policy covering loss of assets unless 
30 days advance notice and a written cost-benefit analysis have been given 
to the Legislature. . 

CALIFORNIA STATE POLICE DIVISION 
State Police 

We recommend that supplemental report language be adopted direct­
ing the State Police Division to report to the Joint Legislative Budget 
Committee and the fiscal committees, by November 1983, on (1) how the 
department reconciles the differences between the management report 
which .is used by the State Police for billing purposes~ and information 
submitted by agencies to the State Police Division and (2) the effective­
ness of the mechanisms established to ensure that future assessments of 
pro rata police services are accurate. 

The California State Police (CSP) traditionally has billed state agencies 
for protective services. 

Atthe direction of the Joint Legislative Audit Committee, the Auditor 
General reviewed the California State Police Division's pro rata assess­
ments for police services for 1981-82. The report, which was issued in April 
1982, determined that the assessments were inaccurate and resulted in 
various agencies being under- and over-assessed for their share of pro rata 
costs. The Auditor General recommended various actions to correct this 
problem. The Supplemental Report of the 1982 Budget Act requested our 
office to review the efforts of the Department of General Services in 
resolving the inaccurate pro rata assessments reporting for state police 
services. 

In billing agencies for state police services in the past, the CSP used 
reports prepared by the DGS Space Management Division (SMD). Until 
recently, the SMD used street and freeway boundaries, as outlined in the 
State Administrative Manual, to determine which state property is subject 
to a pro rata assessment for state police service. The Auditor General 
reported that these guidelines were, in some cases, difficult to follow, 
resulting in billing errors. He recommended that the California State 
Police Division establish clear guidelines to define what property is eligi-
ble for pro rata charges. . 

While the Auditor General's review wa.s in progress, the CSP issued new 
guidelines to SMD. The revised guidelines use city boundaries to define 
the· areas within which state property is subject to a pro rata assessment. 
The. administration unit of the Division of State Police has taken responsi­
bility to update this information as necessary. 

The Auditor General found that the CSP was billing several depart­
ments for protection of more or less property than the departments actual­
ly occupied. Although the CSP has access to SMD's records of all 
state-owriedand leased property, neither division has a fool-proof system 
for keeping records of acquisitions, disposals, and transfers of property 
owned and managed by state agencies. SMD tells us it has informed agen­
cies that they should notify the division whenever there is a change in 
their state-owned or -leased occupancy status. Departments do not always 



Item 1760 STATE AND CONSUMER SERVICES / 225 

comply with this directive, however, which means that SMD reports and 
CSP billings are inaccurate in some cases. 

In his report, the Auditor General recommended that the California 
Stat~ Police Division und~rt~e a compr~hensive su~vey of state agencies 
to dIscover errors and OmISSIonS from ItS mventory list of protected prop­
erty . 

. Accordingly, the California State Police requested that all state agencies 
which receive pro rata police services update the CSP's square footage 
records on agency-managed property. within the California State Police 
pro rata regions. Mtermaking repeated requests to the agencies, the CSP 
received this updated information. As expected, some of the data was 
inconsistent with the information in Space Management's report. These 
discrepancies have. not been reconciled . 
. We recommend tha~ ~y November 1983, the department report on how 
it plans to reconcile differences between the information contained in 
Space Management'~ report and the information provided by state agen-
cies regarding the property they own or lease. . 

In his report, the Auditor General recommended that the State Police 
Division establish a mechanism to prevent property record errors, and to 
update its property inventory as changes occur. . 

The division has proposed three actions to ensure that future property 
transactions are reflected on the pro rata inventory list. It plans to: 

• Print, on all future invoices, a statement directing agencies to review 
the invoices for accuracy and to report discrepancies, 

• Conduct an annual survey requesting updated office and square foot­
age information from all agencies, and 

• Include in the State Administrative Manual a provision requiring state 
agencies to provide specific facility information upon the division's 
request or upon vacatin.· g, reloca. ting, or occupying facilities within 
areas covered by CSP pro rata services. 

Not surprisingly, the State Police Division indicates that, although many 
agencies are quick to report discrepancies that result in overcharges, they 
do.not always reportspace for which they are not being billed. We ques­
tion whether the three actions that the CSP proposes to take will alleviate 
this problem. We recognize, however, the limitations on the division's 
ability to obtain timely and accurate data on occupancy. 

Accordingly, we recommend that the department report on the effec­
tiveness of the mechanisms established to ensure agency cooperation, 
accurate property inventory lists, and accurate pro rata assessments. 

OFFICE OF STATE PRINTING ... 
Uncertain Textbook Workload 

. We recommend that prior to budget hearings, the Department of Gen­
eral Services report to the fiscal committees the estimated savings in the 
Office of State Printing that wilJresult from enactment of Chapter 1503, 
Statutes of 1982 (AB 2561). 

Chapter 1503,Statutes ofl982 (AB 2561) , modifiedthe state's system for 
ordering textbooks, effective July 1, 1983. 

Under the current system, school districts submit all textbook orders to 
the Department pf Education, which determines which ones are to be 
~rinted by. the state. ari~ w~ich are to be ordered from commercial pub­
lishers. ThIS determmation IS based upon whether the department finds 
that the State Printer would publish the textbooks at a savings to the state. 



226 / STATE AND CONSUMER SERVICES Item 1760 

DEPARTMENT OF GENERAL SERVICES-Continued 

Savings generally depend upon the volume of the work order. In recent 
years the State Printer has produced approximately 1.3 million textbooks 
annually. 

Effective July 1, 1983, Chapter 1503 authorizes school districts to order 
materials directly from publishers. If a significant number of districts, or 
a few large districts, elect to order textbooks directly from publishers, 
workload could be reduced to a level where it would no longer be 
economically feasible for the State Printer to print K--8. . 

The State Board of Education will inform distriCts early in 1983 about 
the procedures they must use to notify the state of their intention to order 
textbooks directly. The Department of Education informs us that May 1 
is the proposed deadline by which districts must notify the board of their 
intentions. 

Chapter 867/81 (SB 653), which allows the California State Universities 
to use private binders for hand binding has already reduced the printing 
plant's need for textbook-related skills. The Department of General Serv­
ices has indicated that Chapter 1503 may completely eliminate its text­
book production workload. We were advised last spring by the Office of 
State Printing that, if this were the case, about 10 positions (approximately 
40 part-time technical and general production personnel) will be eliminat­
ed. 

The Departments of Education and General Services should know by 
the time hearings are held on the DGS budget whether the State Printer 
will have enough workload to justify continuing textbook operations. 

Accordingly, we recommend that the department report to the fiscal 
committees, prior to the budget hearings, regarding the workload and 
personnel impact of AB 2561 on the Office of State Printing in the budget 
year. 

SMALL AND MINORITY BUSINESS PROCUREMENT ASSISTANCE DIVISION 
California State Contracts Register 

We recommend that the Department of General Services raise the sub­
scription rate for.the Califomia State Contracts RegisteJ; (Item J760-00J-
666) to help cover publishing costs of the RegisteJ; for a potential savings 
of$~OOO. 

The California State Contracts Register is a semi-monthly register which 
is coordinated and published by the Small and Minority Business Procure­
ment Assistance Division. This Register references the majority of state 
agencies' or departments' small contracting and procurement activities, so 
as to inform the business community of busiriess opportunities that are 
available with state government. / 

At the department's request, the Legislature authorized the publication 
of this register, and approved increased expenditures for printing and 
postage in 1981--82. The budget change proposal submitted by the depart­
ment specified that funding for this activity would be obtained from paid 
subscriptions to the register. The department projected that during the 
first year of operations, there would be 7,400 paid subscribers. By charging 
a subscription rate of $25 to $35 per year, it proposed that this program 
would be self-supporting. 

The department informs us that subscription rates have failed to cover 
the cost of publishing the contract register. In 1980--81, therewerenopaid 
subscriptions to the Register. One issue, however, was published arid dis-
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tributed on a complimentary basis to various businesses. The department 
reports that in 1981-82 there were 1,986 paid subscribers, and estimates 
that the number will rise to 2,355 in 1982-83. It projects 3,300 subscribers 
to the contract register in the budget year. Currently, the department 
charges $50 for a subscription to the Register, $10 of which is directed to 
the Procurement Division for billing services and $40 of which is directed 
to the Small and Minority Business Procurement Assistance Division for 
publishing costs. The department, however, is unable to recover its full 
costs at this rate. Table 11 displays cost and income received for contract 
register activity since the inception of the program. 

1980-81 
(Actual) 

Cost' ...................................................... $83,000 
Income ................................................. . 
Cost in Excess of Income .................. $83,000 

Table 11 

1981-82 
(Actual) 
$238,000 

77,000 
$161,000 

• Does not include Procurement Division's cost for billing services. 

1982-83 
(Estimated) 

$265,000 
106,000 

$159,000 

1983-84 
(Projected) 

$285,000 
132,000 

$153,000 

In order to increase the number of subscriptions, the department is 
proposing to contract with a salesperson to solicit subscriptions and adver­
tisement space for the register. Any additional income resulting from this 
proposed contract would be shared between the department and the 
salesperson. It is not certain, however, if the increased marketing effort 
will be able to make this publication self-supporting. 

Clearly, it may not be feasible to raise the subscription rate sufficiently 
to cover all operating costs projected in the budget year. Consequently, 
we recommend an increase rate of only $25 per subscription as an incre­
mental step towards making this activity self-supporting, as envisioned 
when first proposed by the department and approved by the Legislature. 

3. ADMINISTRATION 
The administration program contains executive management, fiscal, 

and personnel functions which support the department's line programs. 
The department also provides accounting, budgeting, consulting and per­
sonnel services to a number of smaller state entities on a reimbursable 
basis. 

4. EMERGENCY TELEPHONE NUMBERS-LOCAL ASSISTANCE 
Under this program, the Department of General Services reimburses 

local public agencies for the costs they incur in implementing emergency 
telephone number systems. 

In 1972, the Legislature enacted allan calling for a statewide emer­
gency telephone system which woul allow a person to dial "911" any­
where in the state and be connected to an emergency services network 
of police, fire and medical organizations. Under the program, each local 
government sets up its own system and applies to the state for reimburse­
ment of its expenses. The costs are funded through the State Emergency 
Telephone Number Account of the General Fund, which derives its reve­
nues from a surcharge on all intrastate telephone billings. The surcharge 
may range from 0.5 percent to 0.75 percent; it is currently set at 0.5 
percent. The Board of Equalization sets the surcharge rate, and the Com­
munications Division of DGS administers the program. 
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During the early years of the system, a surplus built up in the account 
because surcharge. revenues far exceeded reimbursements claimed by 
local government. This is because only a few systems were in operation 
and eligible for reimbursement. 

Last year, the Department of Finance projected that the balance in the 
account would be $57.9 million as of June 30, 1982, and $56.4 million as of 
June 30, 1983. Subsequently, however, the Legislature enacted Chapter 
207/82 (AB 884) , which reverted $20 million of this surplus to the General 
Fund, in order to help avoid a deficit in the state's budget. It is legislative 
intent that these funds be returned to the emergency telephone number 
account when the funds are needed to reimburse local governments. 

According to the 1983-84 budget, the balance in the account will be 
$48.8 million as of June 30, 1983, and $50.6 million as of June 30, 1984. The 
administration is currently proposing to once again use funds in the ac­
count to help the General Fund avoid a deficit in the current year. Our 
review of this progam indicates that the proposedtransfer-$48.8 million 
-will not result in cash flow problems for the 911 account in either the 
current or budget years. 

In the current year, the department is collecting more revenues than 
it estimated, and will spend less than it estimated. Although the depart­
ment estimates current~year revenues at $21.5 million, it has received 
$11.6 million during the first two quarters of the fiscal year. After taking 
into consideration a rate reduction for telephone services, we estimate 
that revenue collections forthe current year will be $1.6 million more than 
the estimate. 

In addition, expenditures will fall short of the estimate. The local assist­
ance item· provides funds. to pay for the cost of initial installation and 
publicity expenses, as well as for ongoing telephone service and staff 
expenses. The department informed us that it inadvertently budgeted 
funds in both the current and budg_et year to reimburse local governments 
in the Los Angeles basin for installing 911 systems. Since this system will 
not be installed until the budget year, expenditures for the current year 
will be $7 million, rather than $17 million as budgeted. Consequently, we 
project that, in fact, the account will have a balance in excess of $11 million 
by the end of the current year, even if the $48.8 million is transferred to 
the General Fund as proposed in the budget. 

The budget projects expenditures under this program of $21.2 million 
in 1983-84, which would be more than covered by revenues of $23 million. 
This would result in a surplus of $1.8 million. The increase in expenditures 
reflects an increase in the number of systems approved by DGS for instal­
lation and operation. This includes the systems for the Los Angeles basin 
area. When added to the $11 million balance we project at the end of the 
current year, this would result in a balance exceeding $12 million on June 
30,1984; 
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DEPARTMENT OF GENERAL SERVICES-CAPITAL OUTLAY 

Items 1760-301 and 1760-31i 
from the General Fund, Spe-
cial Account for Capital Out­
lay Budget p. SCS 107 

Requested 1983-84 ........................................... ; ............................. . 
Recommended approval .............................................................. .. 
Recommended reduction ............................................................. . 
Recommended augmentation .................................................... .. 
Net recommended approval ................................................. -...... . 
Recommendation pending .................................................. : ........ . 

$5,241,000 
909,000 

4,052,000 
119,000 

1,028,000 
280,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Transfer Savings to the General Fund. Recommend that 

net savings of $3,933,000 resulting from our recommenda­
tions on Items 1760-301-036 and 1760-311-036 bettansferred 
from the Special Account for Capital Outlay to the General 
Furid in order to increase the Legislature's flexibility in 
meeting high-priority needs stateWide. 

2. ElevatOr Modifications. Reduce Item 1760-301-036(a) by 
$310~OOO. Recommend reduction to eliminate overbudget­
edfunds and excessive fees and contingency. Further rec­
ommend that the Budget Bill be amended to indicate that 
the funds are appropriated for the construction phase of the 
project. 

3. High-Rise Fire. and LiFe SaFety. Reduce Item 1760-301-
036(b) by $~077,OOO. Recommend deletion of proposed 
funds· because Department of Finance has been unable to 
identify what work will be accomplished. . . 

4. Minor Projects. Reduce Item 1760-301-036(c) by 
$11~OOO. Recommend reduction to eliminate five projects 
with unsubstantiated or negligible energy savings and one 
project which has received prior funding. 

5. Space Planning Activities. Augrrient Item 1760-(0)-036 by 
$l19,dOO. Recommend increase to fund certain Space Man­
agemEmt Division activities which have been inappropriate-
ly cp.arged to the Building Rental Account. ... . 

6. PCB Equipment Replacement. Reduce Item 1760-311-036 
by $1~55~OOO. Recommend reduction of $1,550,000 for dis­
posal of fluids and solids because workload has not been 
identified and costs have not been substantiated. Further, 
withhold recommendation on $280,000 for sampling, pend-
ing clarification of cost estimate .. 

ANALYSiS AND RECOMMENDATIONS . 

Analysis 
page 

230 

231 

232 

233 

234 

234 

The budget proposes $5,241,000 from the General Fund, Special Ac­
count for Capital Outlay, for three major capital outlay projects and vari­
ous :minor capital outlay projects for the Depaitment qf General Services. 
Table 1 summarizes the administration's proposal and our recommenda­
tions. 
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Table 1 

Department of General Services 
1983-84 Capital Outlay Program 

(in thousands) 

Budget Bill 
Project Location Phase" Amount 

Elevator modifications for earth-
quake safety .................................... Statewide c $1,080 

Fire and life safety modifications ...... Statewide c 2,fJ17 
Minor projects ........................................ Statewide pwc 254 
Replacement of PCB-contaminated 

equipment ........................................ Statewide pwc 1,830 
Totals ................................................ $5,241 

Analysts 
Recom- Future 

mendation Cost 

$770 

139 

pending unknown 
pending unknown 

" Phase symbols indicate: p = preliminary plans, w = working drawings, c = Construction. 

Transfer to the General Fund 
We recommend that the net savings resulting from our recommenda­

tions on Items 1760-301-036 l!nd 1760-311-036--~9~~be transferred 
from the Special Account for Capital Outlay to the General Fund in order 
to increase the Legislatures flexibility in meeting high-priority needs 
statewide. 

We recommend net reductions amounting to $3,933,000 in the Depart­
ment of General Services' capital outlay proposal. Approval of these re­
ductions, which are discussed individually below, would leave an 
unappropriated balance of tidelands oil revenues in the Special Account 
for Capital Outlay where it would be available orily to finance programs 
and projects of a specific nature. 

Leaving unappropriated funds in special purpose accounts limits the 
Legislature's options in allocating funds to meet high-priority needs. We 
recommend that any sayings resulting from approval of our recommenda­
tions be transferred to the General Fund in order that the Legislature may 
have additional flexibility in meeting these needs. 

Budget Documents Lack Sufficient Detail 
The State Administrative Manual (SAM) directs agencies to include a 

general description and specific objectives for each program in their 
budget. In addition, the SAM requires that each capital outlay expenditure 
request include the project title and a brief description of the purpose of 
the expenditure. . 

The Departn1ent of General Services' capital outlay presentation in the 
budget does not include any description or overall objectives. With the 
exception of one project, the budget fails to·identify whether the funds 
proposed for 19~ will be used for preliminary plans, working draw­
ings, construction, or acquisition. The Budget Bill includes no phase desig­
nations at all. One item in the budget, the high-rise fire and life safety 
project, is actually a proposal to fund four individual major projects at 
different locations. However, no detail is provided on this proposal in 
either the budget or the Budget Bill. In the future, the Department of 
Finance should ensure that the budget documents contain. sufficient detail 
so that the Legislature will know what it is that is being proposed. 
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Elevator Modifications for Earthquake Safety 
We recommend that Item 1760-301-036(a)~ elevator modifications for 

earthquake safety, be reduced by $31~OOO to correct for overbudgeting. 
The budget proposes $1,080,000 under Item 1760-301-036 (a) for modifi­

cations to elevators in 21 state office buildings to comply with California 
Administrative Code requirements relating to earthquake safety. The de­
partment is proposing to retrofit a total of 96 elevators under this project. 

The Elevator Safety Orders (Chapter 4 of Title 8,California Administra­
tive Code) were revised in 1975 to include provisions related to earth­
quake . safety, certain sections of which are applicable to existing 
installations. A period of seven years was allowed for bringing existing 
installations into compliance. Effective October 6, 1982, the Department 
of Industrial Relations, Division of Occupational Safety and Health, upon 
inspection, can order that noncomplying elevators be brought up to code. 
The owner of the elevator has 30 days in which to reply to the order and 
show good faith in fulfilling the requirements. This project would bring 96 
elevators in state buildings into compliance with applicable sections of the 
code. 

The department spent $45,000 in 1981-82 td prepare preliminary plans 
for this project. The 1982 Budget Act provided $41,000 for the develop­
ment of working drawings. Preliminary plans were completed in October 
1982. 

Two months prior to the completion of the preliminary plans, in August 
1982, the Department of Finance transferred the 1982-83 working draw­
ing appropriation to the Architecture Revolving Fund. Contrary to the 
requirements of the Budget Act, this was done without having received 
Public Works Board approval. . 

Fund Request Overstated. The budget includes $1,080,000 in construc~ 
tion funds for the proposed modifications. Estimates provided by the 
Office of State Architect (OSA) show that, based on completed prelimi­
naTY plans, there is a need for only $863,000 to complete the work. The 
OSA estimate hdwever, includes excessive amounts for architectural and 
engineering fees and construction contingency. An amourit equal to 20 
percent of the estimated contract cost should be sufficientto cover these 
costs for alteration projects, and. in past Analyses we have repeatedly 
recommended that funding for these purposes be limited to 20 percent: 
The Legislature generally has approve~ th,is rec0IJl!lle~da?0n.:' We· have 
also repeatedly requested OSA to prOVIde mformation Justifymg fee and 
contingency requests in excess of 20 percent. No justification, however, 
has been provided in connection with the fees and contingency amounts 
proposed for this project: . . . . 

Our analysis indicates that the University of California, Berkeley, has 
requested funds for a similar project, and has budgeted only 20 percent 
for fees and contingency purposes. We see no reason why OSA cannot 
complete this project within the same percentage. If the OSA believes an 
additional amount is warranted, it should submit supporting information 
for the. extra funds prior to budget hearings. 

Based·on the 20 percent allowance, only $770,000.should be needed to 
complete the work under this project. We recommend approval of this 
reduced amount, for a savings of $310,000. We further recommend that the 
Budget Bill be amended to specify that the funds are appropriated only 
for the construction phase of the project. 
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High-Rise Fire and Life Safety 
Were~ommend that Item 1760-301-036(b)~high~rise fire and life safet}7 

be deleted because the Department of Finance has been unable to identify 
what work would be accomplished with the fu"llds, for a reduction .of 
$2,077,000. 

The budgeUricludes$2,077,000 under Item· 1760-301-036 (b) for fire and 
life safety. modifications to high-rise state office buildings. Information 
provided by the department indicates that these funds would be used to 
bring four buildings into compliance with provisions of the California 
Administrative. Code. Specifically, funding is requested for modifications 
to the Oaklarid statebuildirig, and three buildings in Sacramento-the 
Employment Development Department building, and Office Buildings 8 
and.9. . . . 

BiJdgetAmourit UnfolliJded. It is .. not clear what work the administra­
tionintends to accomplish with the funds proposed in the budget. Based 
on estimates provided by the OSA, the budget amount is not sufficient to 
fund the work proposed. Table 2 shows the amowits which OSA indicates 
are necessary to modify the four buildings. 

Table 2 
Department of Gene~al Services 

Fire and Life Safety Modifications 
OSA Estiinated Cost 

(in thOusands) 

Estimated 
Building Construction Cost 
Office Building 8, Sacramento ................................ ; ............ ;........................................................... $435 . 
Office Building 9, Sacramento ............ ;........................................................................................... . 533 
Employment Development Building ........................................... ;................................................ 1,243 
Oakland State OffiCe Buil~g .............................................................. ;......................................... 985" 

Totai .......... ; ....... ; ............................................................................ ,................................................ $3,196 

"Amount based on Office of State Architect estimate of March 14, 1980; indexed to 1983-84price levels. 

As illdicated m the table, .OSAestimates that the modifications will cost 
ill excess of $3,000;000, while the budget contains only $2,077,000. Revised 
estimates on. three of the. projects were available to the Departinent of 
Finance (DOF)iri October 1982. TheDOF however, has been unable to 
identify wpat work is included within the ~ount budgeted. Consequent­
ly, werecoriir.rlendthatthe $2,077,000 tinder this item be deleted. 
. .Projects Should Be Budgeted Individilally.. The funds proposed for 
the firf::) and life safety projects ~ppear asa single appropriation in the 
Budget Bill. This project;lioweVer, actually cbiIlPi'ises four distmct capital· 
outlay projects, each costing in excess of $150,000. If the .Legislature 
chooses to appropriate fun.ds lbdo this work, the Budget Bill sliould be 

. amendedtQindude aspecmcappropriation for construction at each loca~ 
tion. . 
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Minor Capital Outlay 
We recommend thatltem 176O-301-036(c), minor projects, be reduced 

by $115,000 to eliminate funding for (1) five energy projects with unsub­
stantiated or minimal energy savings, and (2) one project for which funds 
have already been provided. 

Item 1760-301-036 (c) includes $254,000 for minor capital outlay projects 
for the Department of General Services. The proposed funds would be 
used for 13 projects at various locations in the state. The projects are 
summarized in Table 3. Those projects with which we have concerns are 
addressed below. 

Table 3 
Department of General Services 
Minor Capital Outlay Projects 

(in thousands) 

Type of Project Location 
Energy conservation ........ :................................................. Various 
Electrical feeder service ............................................ ...... San Diego 
Modifications to Office of State Printing...................... Sacramento 
Replace loading dock ........................................................ San Francisco 
Install sotmd system.......................................................... Long Beach 

Totals ............................................................................. . 

Budget Bill Analyst's 
Amount Recommendation 

$150 $45 
5 5 

60 60 
29 29 
10 

$254 $139 

Projects With Unsubstantiated or Minimal Energy Savings. Eight of 
the department's 13 minor capital outlay projects are justified on the basis 
of energy conservation. However, no energy~alysishas been provided 
for the following four projects: . 

• Ventilation system modification ($20,OOO)~Redding 
• Insulate interior walls ($60,OOO)-:-Fresno 
• Insulate interior walls ($7,OOO)-Stockton 
• Replace steam valves ($12,000)-San Francisco 
Th.e department has not identified any energy or utility budget savings 

to be realized from these projects. Consequently; we have. nob~si~ for 
judging whether or not the projects are cost effective. We, therefore, 
recommend that the funds for these four projects be del~ted,fora savings 
of$99,QOO. 

In addition, one project submitted by the department has an excessively 
long payback. The proposed solar collectors for the Red . J3luffstate office 
building have a payback of 15 years, based on optimisticassl.lI)lptionsabout 
energy. costs .. Generally, the' state has funded energy . projects wit:h. pay­
backs of seven years or less. Consequently, w:e do not oelieve this project 
isjustified, and we recommend that the funding be deleted, for a.savings 
of $6,000. '. '. ..... .• .... .' .. ' ... 

. Department ./Jeleted Sound System on aPrion'ty Basis. The 1978 
Budget Act included $11.7 million fOl'construction of a new.state office 
building in Long Beach. ~is jlPpropriation ~<:luded funcis to provide a 
sound system for the auditorI1lffiof the bwlding. Moreover ,the State 
Public Works Board augmented the original aPPl'opriationby $2.3 million 
-a 20 percent increase. The department indicates that the, sound system 
was deleted from the project, on apriority basis, before the construction 
contract was signed. The department is now requesting all additional 
$lO,OOOto install the souhd system in the budget year. Because the Legisla-
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ture has already provided funds for this project, and the department chose 
to delete this feature ona priority basis, we see no reason for providing 
the additional funds, Consequently, we recommend that the $10,000 for 
the sound system be deleted. 

Space Planning Activities 
We recommend that Item 176fJ..301-036(d} be added to the Budget Bill 

to provide $11~OOO from the Special Account for Capital Outlay to fund 
certain planning activities of the Space Management Division. 

The department's Space Management Division is :responsible for pro­
gramming and planning space in several new state office buildings. In our 
analysis of the department's support budget, we indicate that these activi­
ties are being inappropriately. charged against the Building Rental Ac­
count, and we recommend that rlanning activities related to four 
buildings be funded from the Specia Accountfor Capital Outlay. A more 
detailed discussion of this issue can be found under Item 1760. Based on 
our analysis, we recommend that Item 1760-301-036 be amended to in­
clude the following appropriation: 

(d) Statewide-Space Planning .......................................................................... ; .................. . $119,000 
1. Van Nuys Office Building· ........................................................................ $14,000 
2. New San Francisco Office Building........................................................ 8,000 
3. Franchise Tax Board Facility .................................................................. 85,000 
4. New Los Angeles Office Building .......................................................... 12,000 

Replacement of PCB-Contaminated Equipment 
We recommend that Item 1760-311-036 be reduced by $l~55~OOO because 

the workload related to disposal activities has not been clearly identified 
and costs have not been substantiated~ FurtheJ; we withhold recommenda­
tion on $28~OOO for sampling activities~ pending clarification of the cost 
estimate. 

Item 1760-311-036 proposes $1,830,000 from the Special Account for 
Capital Outlay for tlie replacement of PCB-contaminated equipment. 
Information provided by the department however, indicates that the 
money will not be used for replacement of equipment, but rather, for the 
incineration and detoxification of PCB fluids, disposal of contaminated 
pieces of equipment which have been removed and stored, and the sam­
pling of leaking equipment which potentially contains PCB material. 

PCB's are insulating liquids which have been used primarily in electrical 
transformers and capacitors as a dielectric fluid. The PCB substances have 
been found to be highly toxic, and can seriously harm the health of human 
beings if certain concentrations are ingested over a periodbf time. Conse­
quentl)' the use, storage, and disposal of the PCB substances are strictly 
controlled by regulations administered by the Environmental Protection 
Agency of the federal government. No health hazard exists when the 
electrical equipment encasements are tightly sealed. The problems arise 
from PCB substances leaking from the encasements. 

The Legislature appropriated $3,647,000 in the 1981 Budget Act to re­
place all leaking, hazardous or PCB-contaminated equipment which had 
been identified in a study done by a private consultant under contract to 
the OSA. The department spent $501,000 in 1981-82 to replace PCB-con­
tamimited equipment which the department felt posed a risk to food or 
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feed products, and to begin planning for the replacement of other leaking 
or hazardous installatio~s. Expenditure of the remaining funds ($3,146,-
000) was deferred and the funds were reverted. 

The Legislaturelrovided $3,147,000 in 1982-83 to complete the work 
originally propose for 1981--82. Specifically, ftmds were~rovided to re­
place leaking or hazardous transformers in non-food handling areas, and 
to store them in temporary facilities constructed for that purpose. 

The funds proposed for the budget year will be used for: 
(1) Sampling of all leaking in-service and iri-storage equipment con­

taining suspect or questionable fluids, 
(2) Disposal of high concentration PCB fluids by high· temperature 

incineration and detoxification of low concentration PCB fluids on site, 
and 

(3) Disposal of contaminated solids in chemical waste land fills ap-
proved by the EPA and the Department. of Health Services. . 

Sampling of Fluids. The department is pr()posing to sample fluids 
contained in electrical equipment which is in service and is leaking, and 
in items of equipment which are in storage. The department has identified 
653 items of equipment which need to be sampled"';"'187 are in service, 106 
are to have been removed from service by the end of the current year, 
and 360 are out of service and perhaps illegally stored. The department, 
however, has not provided any detail to substantiate the proposed level 
of funding. . 

The proposed fluid sampling is necessary so that the state will have an 
accurate assessment of which items contain PCB's. However, we have no 
basis for judging the adequacy of the amount requested at this time. 
Consequently, we withhold recommendation on this proposal until the 
department provides information detailing the associated costs. 

Disposal of Fluids and Solids. The department is proposing a program 
to dispose of PCB fluids through incineration and detoxification, and to 
dispose of contaminated solids in approved landfills. The department esti­
mates that the cost of these activities in 1983--84 is $1,550,000. We recom­
mf)nd that these funds be deleted for two reasons: 

1. It is not clear that the department will have anything to dispose of. 
2. The department has provided no infoimation justifying the costs 

used in developing the proposal. 
The need for a disposal program depends on the.successful completion 

of the equipment replacement phase of the program. As of December 
1982, the OSA's project schedule indicated that the working drawings for 
the PCB equipment replacement projects were only 50 percent complete. 
It is not clear when the documents will be finished, nor is it clear that the 
construction work will proceed in 1982-83. 

Moreover, the department has not provided any informationsupport­
ing the unit costs used in developing the program; The costs of disposal 
and detoxification depend on the methods employed and the location of 
the activities. The department has not provided this information. There 
isa potentially serious liability problem with the disposal of PCBs. The 
state could remain liable for any damage or harm resulting from the 
disposal process until the PCBsare destroyed. Consequently, the state 
could be faced with a substantial financial risk The Legislature should be 
more-fully apprised of the program details before being asked to accept 
this risk. 

Based on the lack of supporting detail, and the lack of progress in the 
1982-83 program we recommend that the $1,550,000 related to these ac-
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tivities be deleted from the department's budget. 

Projects by Descriptive Category 
In The Budget for 19~: Perspectives and Issues, we identify a num­

ber of problems that the Legislature will confront in attempting to pro­
vide for high-priority state needs within available revenues. To aid the 
Legislature in establishing and funding its priorities, we have divided 
those capital outlay projects which our analysis indicates warrant funding 
into the following seven descriptive categories: 

1. Reduce the state's legal liability-includes projects to correct life 
threatening security / code deficiencies and to meet contractual obli­
gations. 

2. Maintain the current level of service~includes projects which if not 
undertaken will lead to reductions in revenue and/ or services. 

3. Improve state programs by eliminating program deficiencies. 
4. Increase the level of service provided by state programs. 
5. Increase the cost efficiency of state operations-includes energy con­

servation projects and projects to replace lease space which have a 
payback period of less than five years. 

6. Increase the cost efficiency of state operations-includes energy con­
servation projects and projects to· replace lease space which have a 
payback period of greater than five years. 

7. Other projects-includes noncritical but desirable projects which fit 
none of the other categories, such as projects to improve buildings to 
meet current code requirements (other than those addressing life­
threatening conditions) , utility! site development improvements and 
general improvement of physical facilities. 

Individual projects have been assignedto categories based on the intent 
and ~coI?e. of each :project. These as~ignments do no~ reflect the priority 
that mdiVldmil projects should be gIVen by the LegIslature. 

The space planning activities ($119,000) fall under category six. The 
elevator modification project ($770;000) and minor projects ($139,000) fall 
under category seven. 

DEPARTMENT OF GENERAL SERVICES-~EVERSION 

Item 1760-495 to the General 
Fund 

ANAL YSISAND RECOMMENDATIONS 
We recommend approval. 

Budget p. SCS 107 

The budget proposes reversion of the unencumbered balance of appro­
priations contained in Chapter 28, Statutes of 1979. This measure included 
a $1,100,000 appropriation, derived from the interest earned on theorigi­
nal $42 million appropriation for restoration of the State Capitol, to the 
Department of General Services for electrical work, in the east and west 
wings of the State Capitol related to the restoration project. 

According to the Governor's Budget, there is a $338,000 unencumbered 
balance from the amount appropriated to the Department of General 
Services. The project is complete and the remaining funds should be 
returned to the General Fund. 
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State and Consumer Services Agency 

STATE PERSONNEL BOARD 

Item 1880 from the General 
Fund and various other funds Budget p. SCS 109 

Requested 198~ ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................... , ............................................. . 

$23,065,000 
22,155,000 
22,369,000 

Requested increase (excluding amount 
for salary increases) $910,000 (+4.1 percent) 

Total recommended reduction ................................................... . $447,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
1880-OO1-OO1-Support 
1880-001-677-Services to local governments 

Fund 
General 
Cooperative Personnel Serv­
ices Revolving 

Amount 
$21,701,000 

1,364,000 

Total $23,065,000 

SUMMARY· OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Operating Expenses and Equipment. Reduce Item 1880-001-

001 by $~OOO and Item 1880-001-677 by $1,000. Recom­
mend deletion of funding for'unjustified operating expenses 
and equipment. . 

Analysis 
page 

239 

2. Reimbursements for services to other agencies. Reduce Item 240 
J880~001-001 by $1~000. Recommend reduction in Gen-
eral Fund support by $108,000 and corresponding increase 
in reimbursements to eliminate double-budgeting for serv-
ices. prOVided to seven other agencies. 

- 3. Decentralized Employee Selection Program. Recom- 241 
mend that the board report prior to budget hearings on the 
total resources to be reallocated to departments for decen­
tralized testing in 19~. Further recommend adoption of 
supplemental report language requiring the SPB to report 
on the timetable for imPlementation of the decentralized 
testing program and the departments to be phased in to the 
program in 1983-84 and future years. . 

4. Career OpporlunitiesDevelopment (COD) Coordinator. 244 
Reduce Item 1880-001-001 by $275,000. Recommend that 
the WIN / COD program be reduced by $275,000· because 
COD coordinators duplicate other state staff. 

GENERAL PROGRAM STA lEMENT 
The State Personnel Board (SPB) is a constitutional body consisting of 

five members appointed by the Governor for lO-year terms. The board has 
authority under the state constitution and various statutes to adopt state 
civil service rules and regulations. 
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Item 1880 

An executive officer, appointed by the board is responsible for adminis­
tering 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 
personilel systems). The board and its staff also are responsible for estab­
lishing and administering on a reimbursement basis merit systems for city 
and coUnty welfare, public health, and civil defense employees, to ensure 
compliance with federal requirements. 

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

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

The board has 535.2 positions authorized in the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes total expenditures of $26,621,000 from the General 

Fund, special funds, and reimbursements for support of the SPB in 1983-
84. This is $9lO,000, or 3.5 percent, more than estimated total expenditures 
for the current year. . 

Board expenditures exclusive of reimbursements are estimated at $23,-
065,000, which is $9lO,000, or 4.11ercent, above estimated current-year 
expenditures. The General Fun portion of this request is $21,701,000, 
which is $862,000, or 4.1 percent, above the current-year leveL This 
amount will increase by the amount of any salary or staff benefit increase 
approved for the budget year. 

Table 1 summarizes expenditures and personnel-years for each of the 
board's programs, for the three-yea.r period ending June 30, 1984. As the 
table shows, the budget proposes no change in total staffing for the board 
during 1983-84. 

Table 1 
State Personnel Board 

Budget Summary 
(in thousands) 

1. Merit System Administration ............................. . 
2. Appeals .................................................................... .. 
3. Local Government Services .............................. .. 
4. Administrative Services (distributed) ............ .. 

Total Expenditures ............................................. . 
Less Reimbursements ...................................... .. 

Total State Costs (Excluding Reimbursements) .. 

General Fund .............................................................. . 
Cooperative Personnel Services Revolving Fund 
Personnel-years .......................................................... .. 

Actual 
1981-82 
$22,292 

1,892 
2$7 

(3,763) 

$26,414 
-4,045 

$22,369 

21,525 
844 
523.5 

Estimated· Proposed Change 
1!J82....83 1983-84 Amount Percent 
$21,212 $21,974 $762 3.6% 

1,685 1,779 94 5.6 
2,814 2,868 54 1.9 

(3,413) (3,635) 222 (6.5) 

$25,711 $26,621 $910 3.5% 
-3,556 -3,556 

$22,155 $23,065 $910 4.1 % 

20,839 
1,316 

524.1 

21,701 
1,364 

524.1 

862 
48 

4.1 
3.6 

a Estimated expenditures for 1982-83 do not reflect the 2 percent unallotment directed by Executive 
Order D-I-83. 
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The workload, cost, and other changes proposed for the budget year are 
displayed in Table 2. The budgeted increase in expenditures is primarily 
attributable to merit pay increases and the effects of inflation on the prices 
paid by the board, plus the restoration of employer retirement contribu­
tions that were reduced on a one-time basis in 1982-83. 

Table 2 

State Personnel Board 
Proposed Budget Changes 

(in thousands) 

Gqoperative 
Personnel 
Services 

General Revolving 
Fund Fund 

1982-83 Revised Budget' ........................................... . $20,839 $1,316 
1. Workload changes: 

None ........................................................................... . 
2. Cost changes: 

a. Personal services ..................... ; ........................... . 153 10 
b. Operating expenses ........................................... . 145 9 

3. Other changes 
a. Allocation for CALSTARS costs ..................... . ~ 

b. Restore benefit reduction in current year ....... . 507 29 
c. Reduction for Office of Administrative Law -10 --

Total Proposed Changes ..................................... . $862 $48 
1983-84 Proposed Budget ........................................... . $21,701 $1,364 

Reim-
bursements Total 

$3,556 $25,711 

163 
154 

~ 
536 

-10 
$910 

$3,556 $26,621 

• Estimated expenditures for 1982-83 do not reflect the 2 percent unallotment directed by Executive 
Order D-1-83. 

Operating Expenses and Equipment-Technical Budgeting Issues 
We recommend a reduction of $64~OOO ($63,000 General Fund i~ Item 

1880-001-001 and $l~OOO in Item 1880-001-677) because operating expenses 
and equipment are overbudgeted or lack sufficient justification. 

Analysis of the department's Supplementary Schedule of Operating 
Expenses (Schedule 11) and Supplementary Schedule of Equipment 
(Schedule 9) reveals several instances of overbudgelj,ng. Table 3 summa­
rizes the reductions that we recommend be made in the department's 
operating expense and equipment budget. A discussion of each item fol­
lows. 

Photocopier Rental. The budget includes $20,000 to purchase a 
photocopier and $10,611 to lease the same machine. 

Because the purchase of the machine would be in the state's long-term 
economic interest, we recommend that funds requested to purchase the 
copier ~e appro~ed. Use of t~ese funds,. however, Will make it unnecessary 
to contmue leasmg the copIer; Accordingly, we recommenq. that the un­
needed lease funds be deleted, for a savings of $10,611. 
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Table 3 

State Personnel Board 
Overbudgeted Operating Expenses and Equipment 

Amount Analysts 

Item 1880 

Purpose Requested Proposal Difference 
1. Multicopier rental .................... ,......................................... $10,611 $10,611 
2. Consulting-Personnel Consulting Services .................. 15,000 $10,000 5,000 
3. Consulting-State Controller's Office.............................. 65,197 35,000 30,197 
4. Equipment-Electric binrler.............................................. 1,600 1,600 
5. Equipment-Combat Arrest Simulation Device .......... . 17,000 17,000 

Totals .................................................................................. $109,408 $45,000 $64,408 
Consl!lting-Research Consulting Services. The board is requesting 

$15,000 for consulting and technical assistance services in planning, devel­
oping and analyzing test validation studies. The staff indicates that the 
$10,000 budgeted for current-year activities is adequate to meet current 
needs, and that no increased need is anticipated for 19~. Accordingly, 
we recommend deletion of $5,000 budgeted for this purpose. 

Consulting-State Controller's Office. The SPB is requesting $65,197 for 
consulting services from the State Controller's Office for development of 
reports from the employee history file and Teale Data Processing services 
associated with the reports. The board advises us that these charges are 
for standard monthly reports and any special reports required to update 
the e:m,ployment history file. Based on our analysis, we find that $30,197 
of the total amount proposed is for unspecified consulting and professional 
services. In effect, this represents contingency budgeting and fails to pro­
vide the Legislature with an opportunity to review the proposed use of the 
funds. Accordingly, we recommend a deletion of $30,197, fora correspond­
ing savings to the General Fund. 

Equipment-Electric Binder. The budget proposes the expenditure of 
$1,600 for an electric binder to be used in the Cooperative Personnel 
Services (CPS) program of the Local Government Services Division. The 
CPS staff has advised lis, however, that its manual binder is sufficient to 
meet its needs, and this equipment is not needed. Accordingly, we recom­
mend deletion of the $1,600 budgeted for this purpose. 

Equipment-Combat Arrest Simulation Device. The Selection Pro­
grams and Services Divison is requesting $17,000 for a device to test com­
bat arrest situations deemed essential for all law enforcement 
classifications. These funds would be used to purchase a yet-unspecified 
piece of equipment. According to the SPB, the feasibility study to deter­
mine the need for such equipment will not be completed until the fall of 
1983. Even after the study is completed, it is not clear that mOre equip­
ment, rather than more research and development, will be required. 

We conclude that the funding request for this equipment is premature, 
because the board has not established whether a simulation device is 
necessary to meet the board's needs or provided documentation on the 
specific item to be purchased. For these reasons, we believe that funding 
for a combat arrest simulation device should be deferred until the feasibil­
ity study has been completed. 

Budget Omits Reimbursements 
We recommmed a reduction of $l~OOO from the General Fund and a 

corresponding increase in reimbursements because the budget fails to 
reflect fully the amount of reimbursements it will receive from other 
agencies. 
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The board receives reimbursements for providing administrative serv­
ices to other state agencies. These services include exam scoring, mass 
mailings, optical scanning, and data processing. Analysis of the board's 
Supplementary Schedule of Reimbursements for the past three years re­
veals a consistent pattern of unbudgeted reimbursements. These funds are 
labledas unscheduled reimbursements in the prior-year column; the cor­
responding dollar amounts,however, do not appear in current-year esti­
mates or budget-year projections. 

The SPB's 1983-84 budget again fails to account fully for reimburse­
ments anticipated from the board's provision of the specified administra­
tive services. As of December 31, 1982,· SPB had negotiated contracts with 
the Departments of Forestry, Personnel Administration, Consumer Af~ 
fairs, and Real Estate, the Board of Corrections, the Commission on Peace 
Officer Standards and Training, and the Contractors' State License Board, 
calling for the board to receive $104,000 in reimbursements during the 
current year. These funds, however, do not appear in the current-year 
reimbursement estimates. Similarly, budgets for the same seven agencies 
in 1983-84 contain $108,000 to continue purchasing administrative services 
from the SPB, but the SPB budget does not indicate that the board will 
receive these funds as reimbursements. 

Failure to include these reimbursements in the SPB budget schedules 
results in double-budgeting, since the services are funded with appropria­
tions both in the SPB budget and in the budgets of the seven agencies. This 
unnecessarily inflates General Fund requirements, leaving the Legisla­
ture with that much less fiscal flexibility. Accordingly, we recommend that 
the SPB's General Fund appropriation be reduced by $108,000, and that 
reimbursements be increased oy the same amount. 

Merit System Administration Program 
The merit system administration program is responsible for (1) main­

taining the classification plan; (2) recruiting, selecting and placingquali­
fied candidates in state jobs; (3) developing and adopting personnel 
management policy; (4) administering the state's affirmative action pro­
gram; and (5) developing employment opportunities for disadvantaged 
persons under the Career Opportunities Development (COD) program. 

Decentralized Employee Selection Program 
We recommend that the board report to the fiscal committees prior to 

budget hearings on the total resources to be reallocated to departments for 
decentralized testing in 1983-84. We further recommend adoption of sup­
plemental report language requiring the SPB to report on the implementa­
tion of the decentralized testing program ilndthedepartments to be 
phased into the program in .1983-84 and future years. 

In 1981, the SPB initiated, on a pilot basis, decentralized employee 
selection program. Under decentralized selection, the line agency, rather 
than SPB, administers the entire civil service selection process. 

In the Supplemental Report of the 1981 Budget Act:, the Legislature 
directed the board to report on the results of its pilot program, and on its 
plans for continuing the program or extending it to other state agencies. 
The SPB reported to the Legislature in December of 1981 on the pilot 
proje~t. Dueto the preliminary nature of the data contained in the De­
cember 1981 report, the SPB provided a follow-up report in February 
1982. 

In both reports, the SPB concluded that the decentralized selection 

,. 
'. ~ 
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program is a cost effective alternative to the existing centralized civil 
service selection process. TheSPB recommended that responsibility for all 
departmental and for selected multi-departmental examining be delegat­
ed to departments. The board proposed to retain examining responsibility 
for servicewide classes, and for departmental classes with candidate 
groups larger than 1,000 people. 

During 1981-82, participation by the four departments in the pilot pro­
gram, (Department of Motor Vehicles, Department of General Services, 
Franchise Tax Board, and California Youth Authority) was on a probation­
ary basis. Upon successful completion of the probationary period, each 
department was to receive additional examining resources from the SPB. 
In its second report, the SPB identified $79,000 in resources to be reallocat­
ed to these departments during 1982-83. Subsequently, however, the De­
partment of Finance reported that, in light of the state's fiscal situation, 
the participating departments had agreed to absorb the added costs. 

During the current year, the board has expanded the decentralization 
pilot project to the following seven agencies: 

Department of Food and Agriculture 
Department of Insurance 
Department of State Banking 
Department of Transportation 
Department· of Water Resources 
State Lands Commission 
State Personnel Board 

The board currently is reviewing the progress of these seven departments, 
and indicates that it will be prepared to report on the potential transfer 
of examining resources from its budget to the budgets for these depart­
ments during legislative hearings on the budget. 

The board's most recent report on the decentralized selection program 
contains no detailed discussion of the board's plan to add additional de­
partments to the program beyond 1982-83. The report only states that 
additional departments will be phased-in in future years. In addition, the 
report provides an estimate of the number of SPB staff and related costs 
that will no longer be needed in 1982-83, but does not provide any detail 
on the fiscal effects of decentralization in subsequent years. The Supple­
mental Report of the 1981 Budget Act:, however, required an assessment 
of the board's plans to continue the decentralization program beyond 
1982-83. 

In order to ensure that the Legislature can continue to monitor the costs 
and benefits of a· decentralized selection program, we recommend that 
prior to legislative budget hearings, theSPB indicate the total amount of 
1983-84 resources to be reallocated to eligible departments to conduct 
examinations on a decentralized basis. We further recommend the adop­
tion of the following supplemental report language: 

"The State Personnel Board shall report on the departments to be 
phased in to a decentralized testing program and the timetable under 
which completion of the decentralization program is to be accom­
plished." 
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Career Opportunities Development Progrfllm 
The purpose of the Career Opportunities Development (COD) pro­

gram is to create job opportunities in the public sector for (1) current and 
potential welfare recipients and (2) disabled persons. The State Personnel 
Board administers the program in cooperation with the Employment 
Development Department (EDD) and the Department of Rehabilitation 
(DOR). The SPB negotiates, administers, and monitors contracts with 
state agencies providing training to program participants. The board 
reimburses the contracting agencies for trainees' salaries (80 percent for 
welfare recipients and 90 percent for disabled persons). The agencies are 
expected to employ the participants in permanent state jobs, once their 
training is completed. 

The EDD identifies and refers welfare applicants and recipients to 
employment and training opportunities created by the board. It also deve­
lops, negotiates, and monitors employment and trairting opportunities in 
local governments and community-based organizations. Tlie DOR identi­
fies and refers disabled clients for training and placement in state or local 
jobs. . 

The budget proposes expenditures totaling $8,562,000 from the General 
Fund and reimbursements for support of the COD program in 1983-84. 
This is an increase of $17,000, or less than one percent, over estimated 
current-year expenditures. Table 4 details proposed expenditures by pro­
gram component and revenue source. 

Table 4 
Career Opportunities pevelopmentProgram 

Expenditures by Source of Revenue and Program Component 
1981-82. 1982-83 and 1983-84 

(in thousands) 

Actual 

1981.;.82 
General Fund 

Salaries for welfare recipients ...................... $4,497 
Match for vocational rehabilitation federal 

funds • .......................................................... 1,752 
Project grants .................................... ,............... 253 
Program coordinators ...................................... 319 
Administration .................................................. 300 

Subtotals, General Fund.......................... $7,121 
Reimbursements • 

Salaries for the disabled .................................. $1,752 
Administration of the disabled unit at SPB 95 

Subtotals, Reimbursements .................... $1,847 
Total, Revenues and Expenditures ...... $8,968 

Estimated PropOsed 
198~ 198.'J....84 

$4,605 $4,605 

1,687 1,687 

275 275 
221 235. 

$6,788 $6,802 

$1,687 $1,687 
.70 73 -- --

$1,757 $1,760 
$8,545 $8,562 

1982-83 to 
198.'J....84 
Change 

Amount Percent 

$14 6.3%. 
$14 0.2% 

$3 4.3% 

$3 0.2% 
$17 0.2% 

• Through an interagency agreement, SPB transfers General Fund monies to DOR which applies this 
amount towards the required state match for federal vocational rehabilitation funds. DOR, in tum, 
provides SPB with (1) an amount equal to the amount transferred to pay salaries for the disabled 
trainees and (2) additional funds to administer a unit for the disabled in SPB. . >, . 

c InteragenCy agreements with EDD andDORincrea.sethe fufidsavail-
able for traiIiees' salaries beyond what is reflected iIi SPB'sbudget by $1.3 
million, as follows: (1) $1 million iIi federal Work Incentive (WIN) pro-
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gram ·funds is included in EDD's 1983-84 budget to pay for a portion of 
welfare trainees' salaries and (2) $320,000 in federal vocational rehabilita­
tion funds (matched by $80,000 from COD) is included in DOR's budget 
for 'salaries for the disabled in local governments. Therefore, the total 
program budget for COD III 1983-84 is $9,299,000, of which $5,605,000 is 
for salaries for welfare· recipients and $3,694;000 is for disabled' trainees. 

WIN/COD Coordinators 
We recommend deletion of funding for the COD coordinators because 

their functions duplicate those of other state staff, for a General Fund 
savings of $275,000. 

The budget proposes $275,000 in General Fund monies for WIN/COD 
program coordinators located in various agencies. These coordinators 
work with departments within their agencies to promote COD training 
opportunities and monitor the progress of COD participants. The agencies 
are reimbursed by SPB for the coordinators' salaries and benefits. Table 
5 shows the agencies proposed to have coordinators in 1983-84, and the 
proposed levels of reimbursements in the budget year. Agency reimburse­
ments in the budget year total only $208,331. SPB cannot identify how the 
remaining $66,669 will be spent. 

Table 5 
Career Opportunities Development Coordinators 

1983-84 
(in thousands) 

Authorized 
Positions 

Health and Welfare Agency ...................................................................... 1 
State and Consumer Services Agency...................................................... 1 
Resources Agency.......................................................................................... 1 
Business, Transportation, and Housing Agency.................................... _1 

'Totals ........................................................................................................ 4 

Reimbursements 
1!J83-.84 

$57,414 
60,000 
41,000 
49,917 

$208,331 

Our review indicates that the coordinator positions are not needed and 
can be eliminated for the following reasons: 

1. The agency coordinators perform services for the agencies that are 
not related to the COD program. A review of the coordinators' annual 
reports indicates that COD-related activities account for only a small 
amount of their total activities. According to the annual reports, much of 
their time is spent on such activities as civil rights and affirmative action, 
collective bargaining, and other employee-related matters. . 

2. Services performed by the COD coordinators duplicate activities 
performed by other state staH. For example, the Employment Develop­
ment Department (EDD), through its field offices, develops COD place­
ments in state departments. Affirmative action and recruitment officers 
within various state departments also develop placements and make 
proposals for training programs to COD. Finally, COD program stafflocat­
ed in SPB develop placements and monitor the progress of COD trainees. 

3. Departmental use of WIN/COD trainees is determined by specific 
departmentalneeds~ rather than by the influence of the agency coordina­
tors. For. example, the Youth and Adult Corrections Agency coordinator 
position currently is vacant. This vacancy, however, has not affected the 
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demand for WIN/COD trainees within the Department of Corrections. 
The department, which has a WIN/ COD Coordinator who spends full 
time on this function, currently is training 85 WIN/COD participants for 
clerical and correctional officer positions. Further, the departIllent's 
WIN / COD coordinator indicates that corrections has a greater demand 
for WIN / COD correctional officer trainees than tp.e program currently is 
supplying. ... 

4. Budget year coordinator staffmg and fwidiIlg levels are unc:ertEdn. 
The SPB·has budgeted $275,000 for the· coordinators iri 1983-84. However, 
we can identify only $208,331 in agency reimbursements. SPB cannot 
explain how the remaining $66,669 will be spent. .. 

For these reasons, we recommend deletion of ~ding for the COD 
coordinators,· for a General Fund savings of $275,000. To the extent that 
the agencies require addition~ support for their affirmative action and 
civil rights activities, these funds should be sought thicmgh the normal 
budgetary process. If the Legislature decides to support the four proposed 
WIN / COD coon:linator positions, we recommend the appropriatiori be 
reduced by $66,669, since SPB cannot identify how these fund.s will be 
used. 

Appeals Program 
The Appeals Program involves investigating and making recommenda­

tions relative to appeals filed with the SPB regarding examinations, dis­
criminatory actions, grievances, and related areas. The budget proposes 
no staffing changes in the appeals program. . 

Local Government Services Program 
The Local Government Services Program consists of two interrelated 

subprograms: (1) Merit Systems Service (MSS)and (~) Cooperative Per­
sonnel Service (CPS). The budget proposes no change in staffing forthese 
programs. 

Merit System Services 
Under the Merit System Services Program, the SJ>B approves or oper­

ates merit systems for a number of local government jurisdictions. This 
program operates on a fully reimbursable basis. 

Cooperative Personnel Services (Item 1880-001-671) 
Under the cooperative Personnel Services (CPS) Program; the board 

provides recruitment, selection and other technical personnel services to 
local government agencies~ All program costs, except those resultirig from 
language proficiency tests and the compilation of interpreter lists (dis­
cussed below) are financed on a reimbursement basis by local agendes. 
All reimbursements are paid into the Cooperative Personnel Services 
Revolving Fund. . 

The budget requests $87,000 from the General Fund for 1983-84 so that 
the board can continue to: . 

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

2. Compile and publish a list of interpreters it has determined to be 
proficient, for use by state agencies in conducting adplinistrative 
hearings, pursuant to Chapter 1057, Statutes of 1977 (SB 420). 
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Administrative Services Program 

Item 1900 

The Administrative Services Program consists of executive manage­
ment and central support services, including accounting, budgeting, mail 
and duplicating services. Program costs are distributed among the board's 
three line programs. _. 

The budget proposes no change in staff positions for these functions. 

Agency Reports 
Pursuant to Chapter 1632/82, which requires the review of certain state 

agency reports, the board recommends that it be permitted to continue 
publishing the following reports: 

• Report to the Governor and the Legislature on the Annuli) Census of 
State Employees. 

• Annual Affirmative Action Report. . 
• Report to the California State Legislature on State Personnel Board 

activities under the Welfare Reform Act of 1971. 
We concur with the recommendation of the board to continue these 
reports. 

PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

Item 1900 from the General 
Fund and various ftmds Budget p. SCS 115 

Requested 1983-84 ...................................................................... ; .. . 
Estimated 198~ ........................................................................... . 
Actual 1981-82 ................................................................................. . 

Requested decrease (excluding amount 
. for salary increases) $7,248,000 (-21.4 percent) 

Total recommended reduction .................................................. .. 
Recommendation pending .... : ..................................................... .. 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
1900001"()()l-Social Security Administration 
1900001-820-Retirement Administration 
1900001-83(),....Retirement Administration 

1900001-950-Health Benefit Administration 

1900001-962-Retirement Administration 

19()().()H "()()l-Administration of the Judges' Retire· 
ment System 

Total 

Fund 
General 
Legislators' Retirement 
Public Employees' Retire­
ment 
Public Employees' Contino 
gency Reserve 
Volunteer Firefighters' 
Length of Service Award 
General 

$26,591,000 
33,839,000 
29,699,000 

$15,000 
$674,000 

Amount 
$57,000 

B5,OOO 
24,OOB,OOO 

2,266,000 

48,000 

127,000 

$26,591,000 

------- -------
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SUMMARY OF MAJOR ISSUES AJIID RECOMMENDATIONS 
1. Delays in Service to Members. Recommend adoption of 

supplemental report language requiring the PERS to con­
duct a management review of delays in service to mem-
bers, and to report its findings and recommendations to the 
Legislature by November 1, 1983. 

2. Reimbursements for Investment Services. Withhold rec­
ommendation on $674,000 budgeted as reimbursement 
from .the State Teachers' Retirement Fund, pending re-
ceipt and analysis of an a,mended expenditure plan (Item 
1900-001-830) . 

3. Out-oE-State Travel. Reduce Item 1900-001-830 by 
$15,()()(). Recommend deletion to correct for overbudget­
ing (Item 1900-001-830). 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

251 

253 

254 

The Public Employees' Retirement System (PERS) administers retire­
ment, health and related benefit program that will serve an estimated 
811,882 active and retired public employees in 1982-83. The participants 
in these programs include state constitutional officers, members of the 
Legislature, judges, state employees, most nonteaching school employees 
and other California public employees whose employers elect to contract 
for the benefits available through the system. 

PERS administers the coverage and reporting aspects of the Federal 
Old Age Survivors, Disability and Health Insurance program, which is 
mandatory for state employees and is available to local public workers 
whose employers elect such coverage. The health benefits program offers 
state employees, and other public employees, a number of health benefits 
and major medical plans on a premium-sharing basis. 

The system administers a number of alternative retirement plans 
through which the state and the contracting agencies provide their em­
ployees with a variety of benefits. The costs of these benefits are paid from 
employer and employee contributions, based on specified percentages of 
each employee's salary. These contributions are designea to fund the 
long-term actuarial cost of the various benefits provided. For state em­
ployees and nonteaching local school employees, the contribution rates 
are determined by state law, and are adjusted when any statutory change 
is made in the benefits. For contracting local agencies, the employer and 
employee rates are determined by PERS actuaries, based on the cost of 
the particular benefit package approved by the respective governing bod­
ies of these agencies. 

The PEllS is managed by a Board of Administration, the members of 
which are either elected by specified membership groups or appointed by 
the Governor. The PERS is under the administrative jurisdiction of the 
State and Consumer Services Agency. . 

The PERS has a total authorized staff of 692.6 positions in the current 
year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes total net expenditures of $26,591,000 from various 

funds for support of PERS in 1983-84. This is a decrease of $7,248,000, or 
21.4 percent, from estimated current-year expenditures. This, however, 
makes no allowance for the cost of any salary or staff benefit increase that 

9--76610 
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may be approved for the bpdget year. . 

The apparent reduction of $7.2 mjllion in proposed expenditures by the 
PERS is misleading. The decrease reflects a technical change in budget­
ing, rather than a true reduction in expenditures. In the prior and current 
years, the annual General Fund appropriation for local PERS retirement 
program costs mandated by legislatiori have been included in the PERS 
budget. In the 1983-84 budget, thi~ appropriation ($8,265,000) is proposed 
under separate item ("Mandated Local Programs" -Item 9680-101-001) in 
the G~neral Government portion of the budget. If adjustmerits are made 
for this change, the net total expenditure of $26,591,000 proposed for 
1983-84 actually is $1,017,000, or ~.O percent, above estimated curre:q.t-year 
expenditures. . 

Staffing, expenditures and fun¢ling sources are shown for the PERS in 
Table 1, for the past, current and budget years. 

Table 1 
Summary of Public EmplQyees' Retirement System 

Budg,t Requirements 
(lollars in millions) 

Staff-Years 

Program 
Actuttl·· Estjrnated Proposed 
1!!{J1-82 1982-83 1!J83....84 

Retirement ............................................... . 
Social Security ......................................... . 
Health Benefits ............................... ; ..... ... 
Redesign Projects ..................... , ...... ; ...... . 
Administration: 

Distributed to other programs ....... . 
Undistributed ..................................... . 

Legislative Mandates ............................ .. 
Totals ................................................ .. 

Reimbursements ............•............... , ........ . 

548.2 
15.7 
51.4 
'lp.7 

(199.3) 
12.7 

648.7 

Net Totals.......................................... Q48.7 

Funding Source 
General ................................ ,; ............... . 
Public Employees' J\etirement........ ' 
Public Employees' Contingency Re-

serve ............................................. . 
Legislators' Retirement· .; ................. . 
Volunteer Firefighters' Leqgth of 

Service Award ............................. . 
Net Total Funding .......................... ' 

596.2 594.3 
17.1 17.1 
53.5 53.6 
14.0 14.0 

(219.6) (216.7) 
11.B 27.2 

692.6 706.2 

692.6 706.2 

Expenditures 
Actual Estimated Proposed 
1981-82 1982-83 1!J83....84 

$20.1 $22.3 $23.4 
0.5 0.5 0.5 
2.0 2.2 2.3 
1.0 1.3 1.1 

(10.2) (11.B) (12.2) 
0.6 0.5 !l.6 
6.7 B.3 (B.3) 8 

- --
$30.9 $aS.!. $27.9 

-1.2 -l.3 -1.3 - -
$29.7 ~.B $26.6 

$6.9 $8.5 $O.2b 

20.7 23.0 24.0 

2.0 2.2 2.3 
oj 0.1 0.1 

0.01 0.05 0.05 -
$29.7 $33.Bo $26.6 

8 Beginning ~ 1983-84, ~ expenditure is budgeted Under Item 9680 in the General Government portion 
of the budget. ' . 

b Includes proposed expenditures of $57,000 for Social Security a~tration and $127 ,()()() for administra­
tion of the. Judges' Retirement System, payable from the General Fund. 

o Estimated expenditures for 19~ do not reflect the 2 percent unallotment directed by Executive 
Order 0-1-83. ., . . 
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Budget-Year Changes '. . 
The budget proposes a staff increase of 25.5 positions. This increase is 

proposed to meet existing and anticipated workload resulting from a new 
federal law affecting PERS benefits and a recent court decision, and to 
improve administrative services. 

Specifically, under the retirement program (1) seven new positions are 
proposed to comply with recently enacted federal income tax withholding 
requirements, (2) two positions will be needed to comply with a court 
decision which deemed holiday pay and uniform allowances to be part of 
employees' compensation and therefore requires PERS to recalculate 
benefits for safety members and (3) one limited-term I>osition is extended 
to meet ongoing workload in the Refund Section. Under the administra­
tion program, (1) 12.5 positions are added to improve internal administra­
tion, redesign and auditing functions and (2) 3 positions are proposed to 
handle the increasing management workload associated with construction 
of the new PERS headquarters building. 

Partially offsetting the staff increase is the proposed' deletion of three 
positions (two attorneys and one legal J:ypist) from the PERS Legal Office. 
According to the budget document, this reduction reflects a folic)' deci­
sion made by the administration to centralize the provision 0 legal serv­
ices in the Department of Justice, and to limit the use of legal positions in 
. the individual departments to the highest priority areas. The impact of this 
reduction on PERS will be discussed later in this analysis. . 

The budget proposes a total of $859,000 in merit salary and benefit 
increases for existing staff. A major portion of this increase is attrib\lted to 
restoration of the employer's retirement contributions, following a one­
tiine reduction in the contribution rate during the January-June 1983 
period. 

Table 2 
Budget-Year Changes (By Fund) 

Expenditures (in thousands) 

StalfYears 
1982-83 Revised Net Budget ...................................... 683.7 b 

1. Workload Changes 
a. Retirement program .......... ;............................... 10.0 . 
b. Consolidated Data Center ............................... . 
c. New PERS building coordinators.................... 3.0 
d. Administration program.................................... 10.5 
e. Internal auditing program ................................ 2.0 

2. Cost Changes 
a. Merit salary and benefit increases ..... , ........... . 
b. License fee for actuarial program ................. . 
c. Recruitment of new executive officer ......... . 
d. Data processing costs ....................................... . 
·e. External consultant services ........................... . 
f. Other operating costs (net) ............................. . 

3. Program Change Proposals 
a. Redesign of actuarial programs ..................... . 
b. Reduction of in-house legal staff ................... . -3.0 
c. Legislative mandates ......................................... . 

1983-M Proposed Net Budget ................................... . 706.2 
Net Increase Over 1982-83 Proposed Budget. ...... . 22.5 

General Nongovernmental 
Fund Cost Funds" 
.$8,478 $25,361 

253 
340 
63 

133 
68 

859 
12 
25 

-140 
-547 

-29 11 

100 
-131 

-8,265 

~ $26,407 
-$8,294 $1,046 

Total 
$33,839 

253 
340 
63 

133 
68 

859 
12 
25 

-140 
-547 
-18 

100 
-131 

-8,265 

$26,591 
-$7,248 

• Includes the Public Employees' Retirement Fund, the Public Employees' Contingency Reserve Fund, 
Legislators' Retirement Fund and the Volunteer Firefighters' Length of Service Award Fund. 

b Total authorized positions, adjusted for saJary savings and new positions established during l~. 
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In the operations category, additional funds are proposed for (1) inter­
departmental consulting services, including $100,000 for redesign of the 
computerized actuarial programs, (2) data processing at the Teale Center 
($340,000), (3) costs associated with recruitment of a new executive offi­
cer, (4) pro-rata charges, and (5) other operating expenses. The budget 
proposes to reduce support for external consultants and data processing 
costs by $547,000 and $140,000, respectively, due to the completion of 
several computerized retirement administration and accounting pro-
grams. . . 

The budgetary impact of these changes is shown in Table 2. Our analysis 
of the information submitted in support of these changes indicates that, 
with the exception of those discussed below, the proposed changes are 
warranted. 
Delays in Service to Members 

In response to a growing number of complaints from members about 
significant delays in PERS service, we examined the adequacy of the 
services provided by PERS staff. 

Our analysis indicates that a growing backlog in certain key sections of 
the system is primarily responsible for the delays in service to members. 
These sections are the Member Services Section in the Membership Divi~ 
sion and the Processing Unit in the Benefits Division of the system. The 
Member Services Section is responsible for maintaining members' records 
and making changes in service credit and contributions. The Processing 
Unit in the Benefits Division handles all applications for PERS benefits 
and inquiries from members concerning benefits. . 

Statistics compiled by the PERS show an accumulated backlog of work 
totaling approximately 40,000 staff hours (equivalent to 23 staff-years) in 
the Benefits Division and 15,000 staff hours (equivalent to 8.5 staff-years) 
of the Membership Division, as of December 1982. In the Membership 
Division, this backlog increased the average response time for requested 
changes in service records to 11 months. The average response time con­
sidered desirable by this division is 6 months. In the Benefits Division, the 
desired processing time of applications from the receipt of the application 
to the payment of the first benefit check is 2 months, rather than the 
current 3-12 months. Table 3 shows the processing record of this division 
during 1981-82 for the various benefits paid,as compiled by the PERS. 

Table 3 

PERS Benefits Division 
Percent of Total Applications Processed in 1981-82 

from Date of Receipt 

Benefits category {f...2 months 
Service retirement.................................... 87% 
Disability retirement................................ 35 
Industrial disability .................................. 46 
Pre-retirement death .............................. 28 
Post-retirement death.............................. 63 

3--IJ months 
11% 
41 
35 
54 
30 

6 months-l year 
2% 

24 
19 
18 
7 

Total 
100% 
100 
100 
100 
100 
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Table 3 shows that, with the exception of service retirement and post­
retirement death benefits, the fERS was unable to meet its desired proc­
essing time for more than one-half of the benefit applications received 
during 1981-82. The resulting delay in receipt of payment may be critical, 
particularly for recipients of disabUity and death benefits. 

There are numerous rea.sons for the backlog and the resulting delays in 
processing time. Some of the delay may be due to incorrect or incomplete 
applications, or may be caused by the employers in processing and for­
wardin.g the paperwork to PERS. The majority ofth. e delays, however, are 
PERS-related. The PERS advises us that the factors which are primarily 
responsible for these delays include (1) staff shortage in the critical proc­
essing and computing units, (2) recent past changes in eligibility_require­
ments, service and interest crediting rates (which increased workload, but 
were not accompanied by staff increases), (3) high turnover among key 
technicians in the processing units and (4) shortage of supervisors who 
assign and monitor workload in the critical processing units. 

Our review indicates that approval and strategic allocation of additional 
staff may solve the problem of delays in the long run, but will not alleviate 
these problems in the short term. This is because it takes 6 months to 1 
year, and the use of considerable supervisor-time, to train new PERS 
employees for work in the critical processing units . 

. PERS Management Study is Needed 
We recommend that supplemental report language be adopted direct­

ing the PERS, in cooperation with the Department of Finallce~ to conduct 
a.management review of the delays in processing IilPpJications for benefits 
and record-changes within' the Benefits arid Membership DiVision of 
PERS, and to report its findings and recommendations to the Joint Legisla­
tive Budget Committee and the fiscal committees by November 1~ 1983. 

In recent years, the PERS has requested and received substantial staff 
increases. A large portion of these increases were allocated to the adminis­
tration and redesign programs, rather than used to address the accounting 
backlog in the retirement program. 

Our analysis indicates that certain management actions should be con­
sidered by the PERS as a means of alleviating the delays in providing 
service to members. These management actions might include (1) redis­
tributing existing PERS· staff to sections with the most serious backlog 
problems, (2) establishing a taskforce, composed of existing, cross-trained 
technicians and supervisors capable of handling various types of work­
loads, and (3) allocating bucJgeted overtime funds to units with the great­
est need, in order to ease the backlog problem. 

In July 1982, the Membership Division established a Staff Advisory 
Group to investigate the ba~}dog proble~ ~n its Member Services Secti<;m, 
and to make recommendations for alleVIating the problem. Charged WIth 
specific responsibilities, this group is scheduled to report its findings and 
recommendations to the division chief by Atlgust 1983. The aenefits Divi­
sion is also considering a management review of the backlog problem in 
its processing and benefit calculation units. 

We believe that completion of an internal PERS review of the backlog 
problem is essential if a solution to this problem is to be found. Therefore, 
we recommend adoption of the following supplemental report language: 

"The PERS, in cooperation with the Department of Finance, shall con­
duct a management review of the delays in processing applications for 
benefits and record-changes within the Benefits and Membership Divi-
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sions, and report its findings and recommendations to the Joint Legislative 
Budget Committee and the fiscal committees by November 1, 1983." 

Significant Changes in the Public Employees' Retirement Law 
During its 1981-82 Regular Session, the Legislature enacted and the 

Governor signed Senate Bill 46 (Ch.330/82) which made a number of 
significant changes in the Public Employees' Retirement Law. Effective 
June 30,1982, this statute: 

1. Reduces permanently the employers' retirement contribution rates 
for state and school members of the PERS by specified amounts, based on 
actuarial experience. As shown in Table· 4, this reduction will result in 
estimated total savings of $66.8 million (all state funds) in 1982-83, increas­
ing annually thereafter in proportion to the increase in payrolls for state 
and certified school memoers of the PERS; 

2. Authorizes the PERS Board of Administration to further reduce 
PERS contribution rates for state, school and contracting agency employ­
ers during the January':"June 1983 period, if such reduction would not 
adversely affect the system's actuarial integrity. Accordingly, the PERS 
board authorized additional, temporary reductions in state employer's 
contribution rates for the January-June 1983 period, as shown in Table 4. 
For employers of PERS school members and contracting agency mem­
bers, similar relief was provided in the form of a contribution credit, to be 
applied evenly during the January-June 1983 period, instead of a percent­
age reduction in their contribution rates. These reductions and the PERS 
administrative actions will result in total estimated savings during 1982-83 
of $254 million to the state, $73 million to school employers and $132 
million to local contracting agencies; 

3. Requires the PERS crediting rate (the annual interest rate paid by 
the PERS on employers' and employees' retirement contribution ac­
counts) to be no less than the actuarial interest-earning rate. In recent 
years, the· crediting rate has lagged behind the actuarial interest rate, 
resulting in the accumulation of reserves for deficiencies in the Public 
Employees' Retirement Fund (PERF) reaching nearly $1 billion; 

4. Restricts the use of the PERF reserve for specified purposes, and 
limits the amount of the reserve to an amount equal to 1 percent of total 
PERS assets at the end of each fiscal year; 

5. Extends, for a two-year period, an ad hoc cost-of-living adjustment of 
10 percent in pensions paid to all PERS retirees and beneficiaries eligible 

. to receive benefits as of December 31, 1979. The act requires !l transfer of 
$130 million from the PERF reserves (in excess of the 1 percent of assets) 
for the payment of this ad hoc benefit during the October 1982-Septem­
ber 1984 period; and 

6. Designates the earnings on PERS assets which exceed actuarial 
liabilities, specified crediting obligations and PERS administrative costs to 
be used for (a) supplemental crediting of interest to employers' and em­
ployees' PERS contribution accounts, (b) additional reduction in employ­
ers' PERS contributions and (c) establishment of an Investment Dividend 
Disbursement Account (IDDA) for future cost-of-living adjustments to 
PERS retirees and beneficiaries during the 1984-1989 period. 

----------
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Table 4 

Changes in Employers' PERS Contribution Rates 
Pursuant to Ch. 330/82 

(percent of applicable salaries) 

Permanent Rate 
PERS Membership Prior to 7/1/82 
State miscellaneous ....... . 
State industrial .............. .. 
State safety .................... .. 
Highway Patrol ............. .. 
School employees ........... . 
Contracting agency em-

ployees .................... .. 

19.563% 
20.263 
20.409 
31.995 
13.020 

Change 
Permanent Rate Temporary Rate from Current 
effective 7/1/82 January-June 1983° Permanent Rate 

18.345% 8.773% -9.572% 
18.971 11.055 -7.916 
20.339 12.423 -7.916 
23.113 15.197 -7.9is 
12.045 

• School and contracting agency employers receive a credit which they deduct from their mon~y PERS 
contributions during the January-June 1983 period, rather than a reduction in their respective contri­
bution rates. 

b Varies, depending on the membership classification of the employees and provisions of the contract with 
PERS. 

C These rates will terminate June 30, 1983 and contributions will be based on permanent rates effective 
July 1, 1982, unless changed by prior le~slative and PERS Board action. 

Excess Reserves Finance Benefits for State Employees and Increased Aid to 
Education 

Under provisions of Chapter 330 and corresponding provisions in the 
1982 Budget Act, the PERS Board took action to finance certain .benefits 
provided to state employees during 1982-83 by replacing a totalof $254 
million in state funds in the budget with the state's share of excess reserves 
in the PERF. This was accomplished by (a) redUCing the state~s (employ­
er's) PERS contributions during the January-June 1983 period, as shoWn 
in Table 4, (b) additional crediting of interest on retirement contributions 
in stat.e employer's PERS accounts~ (c) transfer~ng exc~ss funds in special 
benefit accounts, and (d) extending the funding penod for benefits of 
state PERS members from 25 years to 30 years. The loss to the employers' 
account in PERF resulting from these actions was made up bya transfer 
of $254 million from the state's share of the excess reserves in the PERF. 

These actions freed Up $254 million in· state funds which were used, 
pursuant to the 1982 Budget Act, to finance benefits for state employees 
(including merit salary and benefit adjustments, and a $50 per month 
reduction in most state employees' PERS contributions) and an additional 
$50 million for school apportionments during 1982-83. 

Funding of Investment Office Uncertain 
We. withhold recommendation on $G7~()()() budgeted as a reimburse­

ment from the State Teachers' Retirement Fund for investment serVices 
provided by the PERS to the State Teachers' Retirement System (STRS), 
pending receipt and analysis of an amended expenditure plan which is 
consistent with statutory requirements (Item 19(JO-OOl-830). ' 

The budget proposes that the PERS will receive $674,171 in reimburse­
ments from the State Teachers' Retirement Fund for investment services 
to be performed for the STRS through interagency agreement in 1983-84. 

An analysis indicates that the proposal to budget funding for these 
services as reimbursements is not consistent with the provisions·of Chap­
ter l434/82 (AB 3163). Effective Julyl, 1983, this act prohibits the STRS 
from employing, through interagency agreement, any investment person­
nel which also concurrently serve as investment staff to the PERS. 
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The budget document acknowledges that provisions of Chapter 1434 

will result in the loss of the budgeted reimbursements from the STRS. The 
budget also states that, at the time it was prepared, the STRS had not 
completed its proposal for implementing Chapter 1434 and the PERS had 
not completed its analysis of the fiscal impact of this act on its Investment 
Office. Consequently, the budget does not reflect any change in the cur­
rent method for funding this function, as the law req1.!ires. The budget 
document states that an amended expenditure plan will be submitted by 
the Department of Finance prior to legislative consideration of this item. 

Pending receipt and analysis of an amended eJq>enditure plan for the 
PERS Investment Office, we withhold recommenaation on the $674,000 
budgeted as reimbursement from the State Teachers' Retirement Fund. 

Out-o'-State Travel Overbudgeted 
We recommend a reduction of $15,0f.HJ from the Public Employees' 

Retirement Fund (Item 1900-001-830) because the proposed 100 percent 
increase in out-oE-state travel has not been justified 

The budget proposes $87,000 for out-of-state travel by the PERS Board 
and staff in 1983-84. This is $21,000, or 31 percent, more than estimated 
1982-83 expenditures for this purpose. Of the $87,000, $30,000 is proposed 
for trips to inspect out-of-state properties to be considered for the PERS 
mortgage and real estate equity investment programs; This is 100 percent 
more than the $15,000 budgeted for this purpose in 1982-83, and 132 
percent higher than the $12,925 actually spent during 1981-82. 

Our analysis indicates that a 100 percent increase for intrastate travel 
associated with the real estate investment programs is unjustified, for the 
following reasons: 

1. PERS recor. ds show that only $5,442 (36 percent) of the $15,000 budg­
eted for this purpose in the current year had been spent as of December 
31, 1982. Given the travel freeze imposed by the Governor on January 3, 
1983, it is reasonable to assume that actual 1982-83 expenditures will not 
exceed the $12,925 spent for real estate travel outside California in 1981-
82. 

2. Taking this $12,925 as a budgeting base and applying a 7 percent price 
increase for 1982-83 and a 5 percent price increase for 1983-84, the amount 
justified for 1983-84 would seem to be approximately $15,000, rather than 
the $30,000 proposed. .. 

For these reasons, We recommend that $15,000 requested for out-of­
state travel be deleted from the proposed budget. 

Proposed Reduction in Legal Staff 
The budget proposes to reduce! the existing staff of the PERS Legal 

Office by three positions (two staff counsels and one legal typist) and 
delete a total of $131,000 supporting these positions. Accorditig to the 
budget document, this proposal reflects the administration's overall policy 
decision to increase reliance on the centralized legal services of the De­
partment of Justice by reducing the number of legal and support positions 
in state entities. The proposed reduction would eliminate one-third of the 
currently authorized staff of the PERS Legal Office; . 

During recent years, there has been an increase in the number of legal 
challenges involving various PERS benefits and retirement rights, result­
ing in a growing number of administrative and court hearings. In 1979, the 
Department ofJustice authorized the PERS Legal Office to represent the 
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system in these types of cases, in order to handle the increasing workload. 
Subsequently, the PERS legal staff was increased by two attorney posi­
tions. 

If this trend in PERS legal workload continues in 1983-84, the proposed 
reduction in PERS legal staff will require a corresponding increase in legal 
services provided by either the Attorney General or private counsel. 

Our analysis indicates that the amount budgeted by the :pERS for Attor­
ney General's legal services in 1983-84 is $77,177 more than the amount 
reflected in the Attorney General's budget. The excess may be used by the 
PERS to purchase additional legal services as needed, either from the 
Attorney General or from private counsel, to handle the additional legal 
workload. 

In the event the Attorney General, or private counsel cannot provide 
legal services to the PERS in a timely manner, the system may forego or 
lose administrative or judicial challenges of retirement benefits, resulting 
in potentially major growth in retirement program costs. . 

Legislative Mandates Underfunded 
The 1983-84 budget proposes a General Fund approJ.)riation of $8,265,-

000 (Item 9680-101-001) to reimburse local entities for their costs of com­
plying with various legislative mandates involving additional employer's 
PERS contributions. This appropriation is $1,149,000, or 12.2 percent, less 
than the revised estimate of current-year expenditures. Th.e amount is 
shown under Item 1900 buds proposed to be appropriated under a new 
item 9680, in the General Government section. 

The apparent reduction of $1.1 million in budgeted expenditures is 
misleading and is unlikely to occur. The budget estimate is based on 
actuarial estimates, while the revised, current-year cost estimate is based 
on claims actually filed for reimbursements. Historically, claims filed have 
exceeded the actuarial estimates, and the difference have been covered 
by deficiency· appropriations in the claims bill. For example, the 1982-83 
claims bill augmented the amount appropriated for the current year by 
$1,128,000. Based on this experience, it is reasonable to assume that the 
actuarial estimate for 1983-84 underfunds these mandates by a similar 
amount. The projected 1983-84 costs of these mandates will be adjusted 
in December 1983, when a more accurate cost estimate can be developed, 
based on actual claims filed. 

The 1983-84 appropriation is based on the estimated, amortized costs of 
four mandates as follows: 

Amount 
(thousands) 

L Ch 1398/74 (AB 2926) Retirement credit for unused sick leave for PERS school members $1,300 
2. Ch 1170/78 (AB 2545)-Pension increase for certain retired school members of PERS .. 5,100 
3. Ch 1036/79 (SB 629)-Cost of living increase for retired school members of PERS.......... 1,620 
4. Ch 799/80 (SB 162) increased death benefits to survivors of PERS school members ........ 245 

Total.................................................................................................................................................. $8,265 
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STATE TEACHERS' RETIREMENT SYSTEM 

Item 1920 from the State Teach­
ers' Retirement Fund and the 
Teacher Tax-Sheltered Annui­
ty Fund Budget p. SCS 121 

Requested 1983-84 ......................................................................... . 
Estinlated 1982-83 .•.......................................................................... 
Actual 1981-82 .......................................... ; ....................................... . 

$11,486,000 
10,898,000 
10,380,000 

Requested increase (excluding amount for salary 
increases) $588,000 (+5.4 percent) 

.Total recommended reduction ................................................... . 
Recommendation pending ........................................................... . 

None 
$1,565,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
1920-001-835-Retirement Administration 
1920-001-96,'3-;-Annuity Administration 

Total 

Fund 
State Teachers' Retirement 
Teacher Tax-Sheltered An­
nuity 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Staff Benefits. Withhold recommendation on $945,000 

budgeted for staff benefits, pending submittal of a revised 
budget. (Items 1920-001-835 and 1920-001-963). . 

2. Investment Services Budget. Withhold recommendation 
on $620,000 budgeted for investment services from PERS, 
peneJing receipt and analysis of an amended expenditure 
plan (Item 1920-001-835). 

3. Legal.staff Reduction. Recommend the STRS report prior 
to budget hearings on its plans to handle workload with a 
reduced legal staff. 

GEt4ERAL .PROGRAM STATEMENT 

Amount 
$11,424,000 

62,000. 

$11,486,000 

Analysis 
page 

258 

258 

259 

The State Teachers' Retirement System (STRS) was established in 1913 
as a .statewide system for providing retirement benefits to public school 
teachers. The system is managed by the State Teachers' Retirement 
Board, and is urtder the administrative jurisdiction of the State and Con-
sumer Services Agency. .. 

The primary responsibilities of the STRS include (1) maintaining a 
fiscally sound plan for funding approved benefits, (2) providing author­
izedbenefits.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 re­
sponsibility for STRS, the board reviews applications for benefits provided 
oy the system. 

Funding for the benefits provided by the system is discussed under 
"Contributions to the Teachers' Retirement Fund" (Item 6300). 

The STRS has a total authorized staff of 280 positions in the current year. 
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ANALYSIS AND RECOMMENDATIONS 
The budget proposes two appropriations of $11,486,000 from the Teach­

ers' Retirement Fund and the Teacher Tax-Sheltered Annuity Fund for 
support of the STRS in 1983-84. This is $588,000, or 5.4 percent, more than 
estimated 1982-83 expenditures. This increase will grow by the amount of 
any salary or staff benefit increase approved for the budget year. 

Table 1 shows the staffing, expenditures and funding sources for the 
STRS in the past, current and budget years. 

Table 1 
State Teachers' Retirement System 

Summary of Budget Requirements and Funding 
(dollars in millions) 

Staff-rears 

Programs 
Actual Estimated Proposed 
1981-82 1982-83 1983-84 

Administration .................................... .. 
Operations (re6ords) ........................ . 
Member services ................................. . 
Accoooting ........................................... . 
Data processing ................................. ... 
Management services ......................... . 
External operations· ..................•....... 

18.6 
70.8 
89.6 
30.3 
37.3 
26.4 

Totals .................................................. 273.0 
Reimbursements ................................. . 

Net Totals ........................................... 273.0 
Fooding 

22.3 
5.0 

112.3 
30.0 
39.2 
28.7 
42.5 

280.0 

280.0 

22.3 
5.0 

110.3 
30.0 
39.2 
27.7 
41.5 

276.0 

276.0 

Teachers' Retirement Food ..................• ; ............................................. . 
Teacher Tax-sheltered Annuity Food ............................................... . 

Net Total Fooding ................................................................................... . 

Expenditures 
Actual Estimated Proposed 
1981-82 1982-83 1983-84 

$1.2 $1.3 $1.4 
2.3 0.2 0.3 
3.2 4.1 4.2 
1.2 '1.2 1.3 
1.5 1.6 1.7 
1.3 1.3 1.3 

1.5 1.6 - -
$10.7 $11.2 $11.8 
-0.3 '-0.3 -0.3 

$10.4 $10.9 ,$11.5 

$10.3 
0.1 

$10.4 

$10.8 
0.1 

$10.9 

$11.4 
0.1 

$11.5 

• New programs resulting from internal reorganization of the STRS during 1982. 

Budget-Year Changes 
The, budget proposes to establish permanently two limited-term posi­

tions to continue a, rehabilitation program for STRS disabilitants. The 
program, established during 1981-82 as a pilot project, is designed to 
rehabilitate STRS members:with an occupational disability through medi­
cal ~nd vocatio~al counselin.g .. Th~ STRS statist!cs show that the program 
aVOIded an estimated $1 million m future retirement program costs by 
returning STRS'disabilitants to the workforce during its two years of oper­
ation. For this reason, the budget proposes to continue the program on a 
permanent basis, at an increased cost of $24,000. The increase will be used 
for, consultant services, primarily for vocational counseling. 

The budget proposes the deletion of three positions (two staff counsels 
and one legal typist) from the STRS Legal Office and $131,000 in support­
ing funds, as part of the administration's policy to encourage the use by 
state entities of the Department of Justice for legal services. 

The proposed budget-year changes also include additional operating 
expenses for (1) actuarial valuation and experience analysis required by 
state law ($73,000), (2) new computer equipment for the on-line informa­
tion system ($124,000), (3) increased prorata charges ($211,000) and (4) 
$2~,000 for restoration of the system's PERS contributions following a 
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one-time reduction in· these contributions during 1982-83. 
The budgetary impact of these and other changes proposed for 1983-84 

is shown in Table 2. 

Table 2 
Budget-Year Changes 

Expenditures· 
(thousands) 

1982-S3 Revised Budget .......................................................................................................................... $10,898 
1. Program Change Proposals 

a. Continue rehabilitation program on a permanent basis ...................................................... 24 
b. Reduction of in-house legal staff ................................................................................................ -131 

2. Cost Changes 
a. Actuarial valuation and experience analysis ............................................................................ . 
b. Equipment for computerized information .system .............................................................. .. 
c. Prorata charges .............................................................................................................................. .. 
d. Restored retirement contributions .......................................................................................... .. 

. e. Other cost changes ....................................................................................................................... . 
1983-84 Proposed Net Budget ............................................................................................................. . 

Net Increase Over 1982-S3 Revised Budget .................................................................................... .. 

73 
124 
211 
224 
63 

11,486 

$588 

• Includes expenditures from the State Teachers' Retirement Fund and the Teacher Tax Sheltered Annui­
ty Fund. 

Staff Benefits Underbudgeted 
We withhold recommendation on $945,000 budgeted for staff benefjts~ 

pending submittal of a revised budget by STRS and the Department of 
Finance (Items 1920-001-835 and 1920-oo1-963). 

The budget requests $6,289,000 for STRS personal services. This amount 
includes $945,000 budgeted for staff benefits, including retirement, health, 
unemployment and other insurance contributions, assuming a staff of 276 
positions in 1983-84. The $945,000 is 17.7 percent of the $5,344,000 in net 
total salaries and wages budgeted for these positions. 

Our analysis shows that the actual cost of staff benefits in 1981-82 was 
$1,612,000 for 273 positions. The $1.6 million amounted to 31.5 percent of 
the $5.1 million spent by STRS for salaries and wages during 1981-82. On 
the basis of actual experience , it is clear that the $945,000 proposed for staff 
benefits will not be sufficient to fund the cost of benefits that the STRS 
will be reqt}ired to pay iIi 1983-84. 

Therefore, we withhold recommendation on the amount budgeted for 
staff benefits, pending submittal of a revised budget which adequately 
funds staff benefits. 

Funding of Investment. Services Uncertain 
We withhold recommendation on $62~000 budgeted for investment 

services to be provided by the Public Employees' Retirement System 
(PERS) to the STR~ pending receipt and analysis of an amended expendi­
ture plan for these services which is consistent with statutory requirements 
(Item 1920-oo1-835). 

The budget proposes the expenditure of $620,000 for STRS investment 
services to be performed by the PERS investment staff through interagen­
cy agreement in 1983-84. 
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Our analysis indicates that budgeting for this service through the PERS 
is inconsistent with the provisions of Chapter 1434/82 (AB 3163). Effective 
July 1, 1983, that statute prohibits the STRS from employing, through 
interagency agreement, any investment personnel which also concurrent­
ly serves as investment staff to the PERS. 

The budget document states that at the time the budget was prepared 
STRS had not determined how it will implement Chapter 1434, The 
budget indicates that the STRS is considering establishing its own in-house 
investment unit, and an appropriate expenditure plan for such a unit will 
be submitted by. the Department of Finance prior to. budget hearings. 

Pending receipt and analysis of an amended expenditure plan for in­
vestment of STRS assets, we withhold recommendation on the $620,000 
budgeted for investment services from the PERS. 

Proposed Reduction in STRS Legal Staff 
We recommend that the STRS report to the Legislature prior to the 

budget hearings on how it plans to handle its workload with a reduced 
legal staf£ 

The budget proposes to reduce the existing staff of the STRS Legal 
Office by three fositions (two staff counsels and one legal typist), and to 
delete a total 0 $131,000 supporting these positions. According to the 
budget document, this proposalis part of the administration's statewide 
poli~y designed to encolirage the provision of legal services on a central­
ized basis through the Department of Justice, and to minimize duplilca­
tion of these services by the legal staff employed by individual state 
entities. The proposed reduction would eliminate approximately one-half 
of the currently authorized staff of the STRS Legal Office. 

In recent years, there has been a steady increase in the STRS legal 
workload, as a result of (1) a growing number of legal challenges involving 
retirement benefits and (2) increasing complexity inthe administration 
and investment of the system's assets. Prior to 1976, the workload of the 
STRS Legal Office consisted primarily of in-house legal support to the 
STRS Board and staff, as well as research. assistance to the Attorney Gen­
eral for legal opinions and representation in legal disputes. Beginning in 
1976, the STRS Legal Office assumed responsibility for drafting opinions 
on STRS legal matters. In 1979, the Attorney General delegated to the 
STRS legal staff the responsibility for making court appearances and filings 
on all joinder dissolution of marriage cases involving STRS benefits, as well 
as representation of the system's interests in administrative hearings held 
in northern California. These delegations were made in order to facilitate 
the handling of the STRS legal workload. As a result of these delegations 
and a growing STRS workload in the investment area, the STRS legal staff 
was increased by two attorney positions in 1982. 

If recent trends, in STRS legal workload continue during 1983-84, as we 
expect them to, the proposed reduction of three positions from the STRS 
Legal Office will require the STRS to purchase additional legal services, 
either from the Attorney General or from private counsel. 

In the event the STRS cannot purchase additional legal services, or the 
Attorney General and private counsel cannot provide legal services in a 
timely manner, the STRS may forego or lose legal challenges involving 
retirement benefits. This may accelerate the growth in STRS retirement 
program costs. 

For these reasons we recommend the STRS report to the Legislature 
prior to the budget hearings on how it plans to handle its workload with 
a reduced legal staff. 
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DEPARTMENT OF VETERANS AFFAIRS AND VETERANS' 
HOME OF CALIFORNIA 

Items 1960-1970 from the Gen­
eral Fund and special funds Budget p. SCS 125 

Requested. 1983-84 ......................................................................... . 
Estimated 1982-83 ...... ; .................................................................... . 
Actual 1981-82 ................................................................................. . 

$34,811,000 
32,292,000 
30,879,000 

Requested increase (excluding amount for salary 
increases) $2,519,000 (+7.8 percent) 

Total recommended reduction ................................................... . 

198~4 FUNDING BY ITEM AND SOURCE 
Item Description 
1960;001 ;001-AdministrationlV eterans Claims 

and Rights 
1960-001-592-Administration 
Continuing Appropriation-Administration 
Continuing Appropriation-Administration 
1970-011-OIil-Veterans' Home 
1960-101;ooI-Locai Assistance 
1970-011-890--Veterans' Home 

Fund 
General 

Cal-Vet Farm and Home 
Cal-Vet Farm and Home 
Cal-Guard Farm and Home 
General 
General 
Federal Trust 

$72,000 

Amount 
$2,074,000 

703,000 
12,487,000 

386,000 
18,741,000 

420,000 
(8,869,000) 

Total $34,811,000 

SUMMARY OF.MAJOR ISSUES AND RECOMMENDATIONS 
1. Department Legal Services Unit. Recommend department 

report to the fiscal committees, prior to budget hearings, on 
measures it plans to take to reduce the backlog in its legal 
services unit. 

2. New Positions. Recommend three positions proposed for 
the Veterans' Home be limited to June 30, 1985, to reflect 
projected automation efficiencies. 

3. Automation Project. Recommend department report to the 
fiscal committees by October 15, 1984, on potential savings 
from the Veterans' Home automated management system. 

4. Operating Expenses. . Reduce Item 19'70-001-001 by 
$'72,000. Recommend deletion to correct for overbudget­
ing. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 
263 

263 

264 

264 

The Department of Veterans Affairs provides 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. Provides low-interest farm and 
home loans to qualifying veterans, through the sale of general obligation 
and revenue bonds. 
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2 .. Veterans Claims and Rights. Assists eligible veterans and their de­
pendents in obtaining federal and state benefits, by providing claims rep­
resentation, county subventions, and direct educational assistance to 
qualifying· veterans' dependents. . 

3. The Veterans' Home. Pr6yides approximately 1,400 Califorhia war 
veterans with several levels of medical care, rehabilitation services, and 
residential services. . 

4. Cal-Guard Farin and Home Loan. Provides low-interest farm and 
home loans to qualifying National Guard members through the sale of 
revenue bonds.· .. 

5. Administration. Provi~e~for implementation of PQliGies established 
by the California Veterans Board and the department director. 

The department is authorized to httve 1,318.5 positions in the current 
year. 

ANALYSiS AND RECOMMENDATIONS 
The budget proposes expenditures of $34,811,000 from various state 

funds for support of the department in 1983-84. This is an increase of 
$2,519,000, or 8 percent, over estimated current-year expenditures. This 
amount will increase further by the amount of any !ialary or staff benefit 
increase approved for the budget year. 

Table 1 
Department of Veterans Affairs 

Funding Summary 
(dollars in thousands) 

Change from 
Actual Estimated Proposed J982-83 
J98J-82 J!J82...8.'J J!J$.84 Amount Percent 

General Fund: 
Item 196O'OO1.(J()1 (Claims and Rights! 

Administration) ............................ : •.... $2,187 $2,046 $2,074 $28 1.4% 
Item 1970-011.(J()1 (Veterans' Home) .. 16,771 17,0Z1 18,741 1,714 10.1 
Item 1960-101.(J()1 (Veteran Service 

Offices) .............................. ; ................. 420 420 420 -- --
$1,742 Totals, General Fund ............................ $19,378 $19,493 $21,235 8.9% 

Special Fund (Cal Vet): 
Item 1960'001·592 (Department Ad-

ministration) ........................ ; .............. $583 $720 $703 -$17 -2.4% 
Continuing Appropriation (Loail Pro-

gram Administration) ...................... 10,655 11,722 12,487 765 6;5 
Loans, debt service, taxes ........................ 693,606 793,072 8It5,850 52,7'78 6.7 

Totals, Cal-Vet Fund ............................ $704,844 $805,514 $859,040 $53,526 6.6% 
Special Fund (Cal-Guard): 

Continuing Appropriation (Depart-
ment Administration) ...................... $18 $34 $36 $2 5.9% 

Continuing Appropriation (Loan Pro-
245 gram Administration) ...................... 323 350 27 8.4 

Loans, debt service, taxes ......................... 14,918 16,698 23,832 7,134 42.7% 

T~tals, Cal-Guard Fund ...................... $15,181 $17,055 $24,2i8 $7,163 42.0% 
Federal Funds ................................................ 8,253 9,755 8,869 -886 9.1 
Reimbursements ............................................ 3,691 3,932 4,021 89 2.3 

Grand Totals ............... ; .......................... $751,347 $855,749 $91'7,383 $61,634 7.2% 
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DEPARTMENT OF VETERANS AFFAIRS AND VETERANS' HOME OF CALIFOR­
NIA-Continued 

As shown in Table 1, expenditures from all funding sources, including 
federal funds and reimbursements, plus the cost ofloans, debt service, and 
taxes for the Cal-Vet and Cal-Guard loan programs, are proposed at $917,-
383,000 in the budget year. This is $61,634,000, or 7.2 percent, above the 
estimated level of these expenditures and costs in 1982-83. 

The budget proposes expenditures of $21,235,000 from the General 
Fund for support of veterans' claims and rights, educational grants, the 
Veterans' Home, and county veteran service offices in 1983:-84. This is ail 
increase of $1,742,000, or 8.9 percent, above the current~year level. The 
special fund expenditures under the two loan programs will provide for 
(1) a portion of the department's administrative costs, (2) administration 
of the loan programs, and (3) the cost of property tax, interest, and insur­
ance payments on behalf of participating home buyers. The federal fund­
ing shown in Table 1 consists of direct medical and billet· payments 
received by the department from the federal government on behalf of 
residents of the Veterans' Home. The reimbursements include federal 
"aid and attendance" payments made to disabled veterans who require 
special assistance, and fees paid directly by the veterans. 

Table 2 summarizes the department's expenditures and personnel­
years, by program, for the prior, current, and budget years. 

Table 2 
Department of Veterans Affairs 

Program Cost Summary 
(dollars in thousands) 

Expenditures 
Farm and Home Loan-Cal Vet ....... . 
Claims and Rights .................................. .. 
Veterans' Home ..................................... . 
Fami and Home Loan-Cal Guard .. .. 
Administration ........................................ .. 

Totals ................................................ .. 

Personnel-Years 
Farm and Home Loan-Cal Vet ........ 
Claims and Rights .................................... 
Veterans' Home ...................................... 
Farm and Home Loan-Cal Guard .... 
Administration .......................................... 

Totals .................................................. 

Actual 
1981-82 
$704,844 

2,328 
28,994 
15,lSl 
(1,146) 

$751,347 

272.1 
37.9 

S91.3 
6.3 

~) 
1,207.6 

Cal-Vet Farm and Home Loan Program 

Estimated 
1982-83 
$805,514 

1,959 
31,221 
17,055 
(1,389) 

$855,749 

292.4 
36.3 

969.2 
6.S 

(35.7) 

1,304.7 

Proposed 
1983-84 
$859,040 

1,956 
32,169 
24,21S 
(1,404) 

$917,383 

291.1 
34.3 

956.2 
6.S 

~) 
1,288.4 

Change from 
1982-83 

Amount 
$53,526 

-3 
948 

7,163 
~) 
$61,634 

-1.7 
-2.0 

-13.0 

(-2.0) 
-16.3 

Percent 
6.6% 

-0.2 
-3.0 
42.0 

-.i!:!) 
7.2% 

-0.4 
-5.5 
-1.3 

(-5.6) 
-1.3% 

The budget proposes $859,040,000 for the Cal-Vet Farm and Home Loan 
program in 1983-84. This is an increase of $53,526,000, or 7 percent, over 
estimated current-year expenditures. The budget-year appropriation 
proposed for the. Cal-Vet program is expected to finance approximately 
7,400 new loans amounting to $336,550;000. Because the department is the 
legal owner of the property ~anced with Cal-Vet funds, it is responsible 
for paying property taxes and insurance on this property. These costs ate 
expected to total $107,000,000 in 1983-84. The budget also includes 
$13,190,000 for loan processing and servicing, and program administration. 
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Interest payments, redemption of bonds, and costs associated with selling 
new bonds are proj~cted to total $402,300,000. The interest payments are 
primarily responsible for the increase in expenditures during the budget 
year. 

Backlog in Cal-Vet Program 
We recommend that the department report to the fiscal committees, 

prior to budget hearings, on what measures it plans to take to reduce the 
backlog in its legal services unit. 

The budget proposes deleting one attorney from the department's legal 
stl;lff" of two attorneys, for a $54,000 savings to the Cal-Vet fund. This 
reduction reflects a policy decision by the administration to reduce the 
number of attomeypositions in the line agencies iri order to centralize the 
provision of state legal services in the Department of Justice. At the same 
time that it is eliIIlinating this position, however, the budget is also propos­
ing one new attorney position and one clerical position in the depart­
ment's legal services unit. Both positions were administratively 
established during the current year to respond to a significant increase in 
the workload of this unit. The net effect of these two budget adjustments 
is to leave. the department with the same number of attorneys-two-as 
authorized in the 1982 Budget Act. 

The legal services unit currently has a large and growing backlog, due 
to a substantial increase in the number of foreclosure cases requiring legal 
action. The number of active cases of all types-including foreclosures-at 
year-end, has risen from 75 in June 1980, to 120 in June 1981, and to 244 
iri June 1982. The backlog has developed because there has been no in­
crease in output per attorney to offset the increase in workload. Our 
analysis indicates that the staffing level proposed in the budget will not be 
sufficient to eliIIlinate-or even stablize-the current backlog. According 
to the department's data, failure·to eliminate the backlog could result in 
a major loss of revenue. 

The department estimates that the 156 foreclosure actions that are now 
pending .involve loans that amounted to $7.8 million as of July 1, 1982. 
Department staff indicate that further delays in r,esolving these cases may 
result in a revenue loss of approximately $1 million annually. 

Given this potential revenue loss, we recommend that the department 
report to the fiscal committees, prior to budget hearings, on what meas­
ures it plans to take to reduce the backlo~ in its le~al services unit. 

Veterans' Home 
The budget proposes appropriations totaling $32,169,000 from various 

funds for support of the V eterans'Home in 1983-84 .. This is $948,000, Or 3.0 
percent, above estimated current-year expenditures. General Fund ex­
penditures, including the allocation of headquarters administrative costs, 
are proposed at $19,279,000, and expenditures from federal funds are ex­
pected to be $8,869,000. Reimbursements are estimated at $4,021,000, With 
$3,375,000 of that amount coming from fees paid by members. 

New Positions May not be Needed Permanently 
We recommend that three propose.d positions be limited to June 30; 

1985, to refle.ct projected automation efficiencies. . 
The budget proposes 11 additional,positions to be £irian ·thi"oft 

increased Medicare reimbursements, allowing a netGeneta't . . 
of $107,000. Our review of department data indicates that th~. >nl' 
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are necessary to improve medical care and insure continued federal ac­
creditation ·of the home. Our analysis indicates, however, that three of the 
positions-those proposed to handle workload increases in . the Medicare 
billing and pharmacy sections-may not be needed on a permanent basis. 
According to· departmental documents, these sections should experience. 
significant productivity improvements as a: result of the.home's automated 
financial management ahd patient tracking information system, which is 
scheduled to begin oper~tionin these sections by December 1983. The 
department indicates that. it is not certain to what extent these positions 
will be needed in t~e future, in light of the new system. For this reason, 
we recommend that the three positions be limited to June 30, 1985, so that 
the ongoing need for the positions will be subject to legislative review. 

Automation· Project Delayed 
We recommend the adoption of supplemental report language requir­

ing the department to report to the Legislature by October 15, 19~ on 
potential savings from the Veterans' Home automated management sys-
tem. . .. , 

The Supplemental Report of the 1982 Budget Act required the depart­
ment to report to the Legislature, prior to October 15, 1983, on the poten­
tial savings from implementation of the automatedmahagement system 
at the Veterans' Home. Due to project delays that have already been 
experienced, and the likelihood of further delays as a result of the Gover­
nor's Executive O:tder prohibiting equipment purchases during the re­
mainder of the cutrent year, the. department will not have. sufficient 
experience with the operation of the system to. report by October of this 
year. On this basis,we recommend that the Legislature give the depart­
ment more time to prepare the report by adopting the following supple­
mental report language: 

"The department shall, not later than October ~5, 1984, report to the 
Joint Legislative Budget Committee on ,potential savings in personnel 
costs and positions, resulting from. implementation of the automated 
management system at the Veterans' Home. The report shall include, 
at a minimum; the following: (a) positions which caIl be eliminated, and 
resulting savings; (b) positions which cart be eliminated that the depart­
ment wishes to redirect to provide a higher level of service; (c) positions 
which cannot be eliminated because of licensure level-of-care require­
ments •. The department shall also s~b~t to the J o~t; Legislative B':ldget 
Comnuttee,a progress report prOVIding any prelimmary data available 
on these issues, not later than OCtober 15, 1983." 

Operating ExpensesOverbudgeted 
We recommend deletion (jf $72,000 requested for operating expenses to 

correct [or overbudgetiil!f, for.a correspondingsavings·to the General 
Fund. 

In the current year, the department received a $69,000 grant from the 
U.S. Department of Energy to examine the Veterans' Home energy use 
policies, <and identify potential methods of reducing costs through im­
proved energy conservation. The grant will expire at the end of the cur­
rent year; The budget, however, has included this amount (adjusted to 
compensate for inflation) in the home's baseline budget request for 1983-
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84. This results in operating expenses being overbudgeted by $72,000 .. 
Accordingly, :we recommend a reduction of this amount, for a General 
Fund savings of $72,000 (Item 1970-001-001). 

DEPARTMENT OF VETERANS AFFAIRS-CAPITAL OUTLAY 

Item 1970-301 from the General 
Fund, Special Account for 
Capital Outlay Budget p. SCS 136 

Requested 1983-84 .......................................................................... . 
Recommended approval ............................................................... . 
Recommended reduction ............................................................ .. 
Recommendation pending ................... ; ....................................... . 

$3,512,000 
163,000 

3,092,000 
257,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Transfer to General Fund. Recommend that savings result­

ing from our recommendations on Item 1970-301-036-$3,-
092,OOO-be transferred from the Special Account for 
Capital Outlay to the General Fund to increase the Legisla­
ture's flexibility in meeting high-priority needs statewide. 

2. Master Plan Costs. Recommend that, prior to hearings on 
the Budget Bill, the department report to the Legislature 
on a revised program for implementing the Master Plan for 
the· home. 

3. Availability of Federal Funds. Recommend enactment of 
Budget Bill language prohibiting commitment of state con­
struction funds until the department obtains a commit­
ment from the federal government to fund· 65 percent of 
project cost. 

4. Funding Request Not Clear. Reduce Items 1970-301-036 
(b)~ (c)~ (d)~ (e)~ and (f) by a total of$~32~000. Recom­
mend deletion of five projects because the Department of 
Finance has been unable to identify what will be accom­
plished with the proposed funds. 

5. Section F. Withhold recommendation on Item 1970-301-
036 (k), Section F remodel, pending receipt of information 
detailing how the project will be coordiiiated with other 
remodeling efforts· at the home. 

6. Sections H,]; ~ and L. Reduce1tem 1970-301-036{i) by 
$450,000. Recommend deletion because funds will not be 
needed in the budget year, given the status of related 
projects. 

7. Acute Care Facility Renovation. Reduce Item 1970-301-
036{g) by $50,000. Recommend deletion because funds 
will not be needed in the budget year, given the status of 
a related project. Further, recommend that the depart­
ment report to the Legislature on any proposed shifts in 
functions between the existing hospital and the new hospi­
tal addition. 

8. Hospital Wards lA~ 2A~ and3A. Reduce Item 1970-301-

Analysis 
page 

267 

267 

268 

269 

270 

270 

271 

272 
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036 (h) by $5o,(f(JO.Recommend deletion because funding 
will not be needed in the budget year, given the status of 
related project. Further recommend that the department 
report to the Legislature on the progress and findings of 
the Ward lApilot project. . 

9. Renovate Heating System~ Sections A and C Reduce Item 273 
1970-301-036(j) by $216,000. Recommend deletion be-
cause the work is not essential and the Legislature has 
previously disallowed funding for this work. .. 

10. Minor projects. Withhold recommendation on. one 273 
project, pending clarification of cost estimate and of im-
pact of skilled nursing renovations. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes $3,512,000 from the General Fund, Special Ac­

count for Capital Outlay, for 10 major capital outlay projects and three 
minor projects at . the Veterans lIome in Yountville. The major capital 
outlay projects are related to the master plan for renovation of the Veter­
ans Home. The department's proposal, and our recommendations are 
summarized in Table 1. . 

Table 1 

Department of Veterans Affairs 
1983-84 Capital Outlay Program 

Item 197()'301-O36 
(in thousands) 

Project Title Phase a 

Section A (domiciliary) ............ : ........................................ . 
Section B (intermediate care) ........................................ . 
Section C (domiciliary) ............... , ................ , .................. ... 
Section D (domiciliary) ...................................................... . 
Section E (domiciliary) ..................................................... .. 
Section F (residential care) ........................................... ... 
Sections H, J, K, L (domiciliaries) ................................. . 
Acute Care Facility renovation ...................................... .. 
Hospital Wards, remodel ................................................... . 
Renovate Heating Systems, Sections A and C ............. . 
Minor Projects ..................................................................... . 

Total ............................................................................... . 

Budget 
BiD 

Amount 
$1,041 

50 
1,156 

39 
40 

225 
450 
50 
50 

216 
195 

$3,512 

Estimated 
Analyst's Future 
Proposal Costa 

pending 

pending 

pending 

a Based on available information, we are unable to determine either the phase for which funds are 
requested or the estimated future cost. 

Budget Documents Lack Sufficient Detail 
The State Administrative Manual (SAM) directs agencies to include a 

general description and specific objectives for each program in their 
budget. In addition, the SAM requires that each capital outlay expenditure 
request include the project title and a brief description of the purpose of 
the expenditure: 

The Department of Veterans Affairs Capital Outlay presentation in the 
budget does not include any description or overall objectives. Further, the 
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budget and the Budget Bill both fail to identify whether the funds 
proposed for 198~ will be used for preliminary plans,. working draw­
ings, construction, or acquisition. In the future, the Department of Fi­
nance should ensure that the budget documents contain sufficient detail 
to inform the Legislature of what is being proposed. . 

Transfer to the General Fund 
We recommend that the savings resulting from our recommendations on 

Item 1970-301-036-$~09~~be transferred from the SpecialAccount 
for Capital Outlay to the General Fund in order to increase the Legisla­
tures flexibility in meeting high-priority needs statewide. 

We recommend reductions amounting to $3,092,000 in the Department 
of Veterans Affairs capital outlay proposal. Approval of these reductions, 
which are discussed individually below, would leave an unappropriated 
balance of tidelands oil revenues in the Special Account of Capital Outlay, 
where it would be available only to finance programs and projects of a 
specific nature. 

Leaving unappropriated funds in special purpose accounts limits the 
Legislature's options in allocating funds to meet high-pHority needs. So 
that. the Legislature may have additional flexibility in meeting these 
needs, we recommend that any savings resulting from approval of our 
recommendations be transferred to the General Fund . . 
Overview of Master Plan 

We recommend that; prior to hearings on the Budget Bil4 the depart­
ment provide the Legislature with a revised schedule and cost estimates 
for implementing the Master Plan for the Veterans Home. 

The Department of Veterans Affairs operates a home in Yountville to 
provide long-term care to California veterans who meet eligibility re­
quirements set forth in the Military and Veterans Code. In 1979, the 
department prepared a master plan to correct identified code and certifi­
cation violations, and to renovate the facilities at the home. The work 
proposed in the master plan would provide new and renovated space for 
the following levels of service: 

• Acute Care. An addition to Holderman Hospital would be construct­
ed to house 56 acute care beds, surgery, laboratory, radiology, phar­
macy, and a major portion of the outpatient clinic services. Other 
acute care support facilities would be retained in part of the existing. 
hospital structure. 

• Skilled Nursing. The remaining portion of the hospital wouM" lJe; .. 
renovated to provide space for 308 skilled nursing beds. Modificmion~:, . 
would correct privacy and space violations. 

• Intermediate Care. The two annexes to the hospital and the Section. • 
B building would be remodeled to provide a total of 302 intermediate 
care beds. The proposed work would correct code deficiencies:amf:­
privacy and space violations. 

• Residential and Domiciliary Care. Ten buildings wouIdbe renova[;' 
ed to provide residential and domiciliary care for home. .~. -
The renovation would correct code deficiencies aruip1:o:videon.e-,. 
two-, and three-bed rooms to meet privacy and space req~emeuts.. 

In addition to renovating facilities as discussed above, tne-:ma!tter plan 
also proposes major improvements to other facilities. IncludetimtDe-ovef<-··' 
all plan are modifications to the laundry building, boiler plant, mrunkiteh· 
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en and dining room, maintenance shop, central warehouse, members 
workshops, recreation/theatre building and the administration building. 

The master plan estimated that the total cost of these renovations and 
improvements would be $30.7 million. This is equivalent to $38.7 million 
when adjusted to reflect 1983-84 prices. 

As the department has proceeded with the implementation of the 
master plan, the estimated costs of individual projects proposed in the 
plan are turning out to be significantly more than what was anticipated. 
Table 2 compares the original estimated cost, the master plan cost adjust­
ed to reflect 1983-84 prices, and the Office of State Architect's latest 
estimate of cost for each of the projects which has received funding from 
the Legislature, or which is proposed for funding in the budget year. As 
shown in the table, those projects for which current cost estimates are 
available are expected to cost 46 percent more than the amount originally 
anticipated when the master plan was presented to the Legislature. If this 
trend continues, implementation of all features of the master plan could 
cost $57 million (1983-84 prices). 

Table 2 

Department of Veterans Affairs 
Comparison of Master Plan and Office of State Architect Cost Estimates 

(in thousands) 

Acute Care Hospital Addition ................. . 
Section A (Domiciliary) ........................... . 
Section B (Intermediate Care) ............. . 
Section C (Domiciliary) ........................... . 
Section D (Domiciliary) ........................... . 
Section E (Domiciliary) ........................... . 
Section F (ReSidential Care) ................. . 
Hospital Wards lA,2A, 3A ....................... . 

Totals ..................................................... . 

Original 
Estimated 

Cost in 
Master 
Plan 
$6,250 
1,625 
1,875 
1,750 
1,5OQ 
1,500 

125 
1,125 

$15,750 

Master 
Plan 
Cost 

Adjusted 
to ReDect 

1983-84 Prices 
$7,875 
2,048 
2,363 
2,205 
1,890 
1,890 

158 
1,418 

$19,847 

LatestOSA 
Estimated 

Cost 
$9,516 
3,225 
3,601 
3,558 
2,769 
2,892 
1,999 
1,484 

$29,044 

Percent 
Increase 

Over 
Master 

Plan Cost, 
As Adjusted 

21% 
57 
52 
61 
47 
53 

1165 
5 

46% 

So that the Legislature is kept fully informed of the estimated total cost 
of implementing the Veterans Home master plan, we recommend that 
the department update the estimated costs ~nd schedule for implementa­
tion of the plan and submit this information to the Legislature prior to 
hearings on the department's budget. This information should indicate 
when the department will be requesting funds· for preliminary plans, 
working drawings, and construction, for each project included in the plan. 
The estimated costs should be expressed in 1983-84 prices, and the sched­
ule should take into account the moves and staging required to implement 
the plan. . 

Availability of Federal Funds 
We recommend that Budget Bill language under Item 1970-301-036 be 

amended to prohibit the Office of State Architect from entering into con­
struction contracts for any project related to the master plan until a firm 
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commitment is obtained from the Veterans Administration to fund 65 
percent of the projects cost. 

The department assumes that the Veterans Administration (VA) will 
provide 65 percent of the total project cost of implementing the master 
plan, and that the state's share will be 35 percent. Recovery of the federal 
share, however, does not occur until after construction on the project has 
started. 

The Budget Bill includes language which provides that no funds for 
working drawings related tomaster plan projects shall be released sooner 
than 30 days after written notification has been provided to the Joint 
Legislative Budget Committee that the project qualifies for federal 
matching funds. Identical language was included in the 1982 Budget Act 
for the projects funded in the current year. Because no funds were appro­
priated for construction in 1982-83, the 1982 Budget Act language did not 
address the release of funds for construction. 

By letter dated December 1, 1982, the Director of Veterans Affairs 
notified the Chairman of the Joint Legislative Budget Committee that the 
following projects are eligible for 65 percent VA participation: 

1. Hospital Addition (acute care). 
2. Section A (domiciliary). 
3. Section C (domiciliary). 
4. Section B (intermediate care) . 
5. Section D (domiciliary). 
6. Section E (domiciliary). 
7. Holderman Hospital Ward lA renovation. . 
The fact that a project qualifies for federal funding does not mean that 

the federal government is committed to fund 65 percent of the total cost. 
This commitment should be obtained before the state enters into a con­
tract for construction of any master plan project at the Veterans Home. 
Otherwise, the state would be obligated to finance the entire cost of the 
project in the event the federal government declined to fund it. To assure 
that this does not occur without legislative approval, we recommend that, 
if My construction funds are provided in the Department of Veterans 
Affairs' budget, the following language be included under Item 1970-301-
036: 

"No contract for construction of any project related to the Department 
of Veterans Affairs' master plan shall be entered into prior to tIie depart­
ment obtaining a written commitment from the federal government to 
fund 65 percent of the project cost." 

Funding Request Not Clear 
We recommend deletion of Item 1970-301-036(b) Section A Domicilia~ 

(c) Section B Intermediate~ (d) Section C Domicili~ (e) Section D 
DomiciliaFy,and (f) Section E Domicili~because the Department of 
Finance has been unable to identify what will be accomplished with the 
proposed funds~ for a reduction of $~32~OOO. 

The budget includes funding for five projects which have been consid­
ered previously by the Legislature. These projects would correct code 
deficiencies and privacy and space violations in living quarters at the 
home. Table 3 shows these five projects, the amounts which have been 
provided to date, the amounts which OSA indicates are needed for the 
next phase of each project, and the amount included in the Budget BilL 



270 / STATE AND CONSUMER SERVICES Item 1970 

DEPARTMENT OF VETERANS AFFAIRS-CAPITAL OUTLAY-Continued 

Table 3 

Department of Veterans Affairs 
Comparison of Needed Funds and Budget Request 

(in thousands) 

Previous 
Project Funding" 

Section A ...................................................................................... $215 pw 

Section B ............ .......................................................................... 113 p 

Section C ...................................................................................... 239 pw 

Section D ...................................................................................... 87 p 

Section E ............... ;...................................................................... 90 p 

Funds Needed 
for Next 
Phasea,b 

$2,975· 
144 w 

3,303 • 
111 w 

115 w 

a Phase symbols indicate: p = preliminary plans, w = working drawings, c = construction. 
b Based on OSA estimates. 

Budget 
BiD 

Amount 
$1,041 

50 
1,156 

39 
40 

As shown in Table 3, the amounts included in the Budget Bill do not 
coincide with the amounts the OSA and the department indicated are 
needed for the next phase of the project. Moreover, the Department of 
Finance has been unable to identify what work would be accomplished 
with the requested funds. Because it is not clear what the administration 
is proposing to do with the money it is requesting, we have no basis for 
recommending approval of the funds, and therefore, recommend that the 
funds for these five projects be deleted, for a reduction of $2,326,000. 

Section F 
We withhold recommendation on Item 1970-301-036(k), Section F, 

pending the receipt of information detailing how the project will be coor­
dinated with other remodeling work at the home. 

The budget includes $225,000 under Item 1970-30l-036(k) for an un­
specified purpose related to remodeling the Section F building at the 
Veterans Home. This structure currently houses the only residential care 
facility at the home. The proposed renovations include modifications to 
meet handicapped requirements, installation of a direct-indirect evapor­
tative cooling system, and renovations to the electrical and heating sys­
tems. 

When the master plan was developed, the department anticipated mak­
ing only minor modifications to the Section F building. Consequently, the 
master plan assumed that the residents of Section F could remain in the 
structure while the work was being accomplished. Since that time, the 
scope of the project has increased significantly with the incorporation of 
evaportat,ive cooling for the building. It is no longer clear that the resi­
dents will be able to remain in the building during construction. 

We withhold recommendation on this project, pending darification by 
the department of the need to relocate the Section F residents during 
construction, and the consequent need to coordinate this project with 
other remodeling activities at the home. 

Sections H, J, K, and L, Remodel 
We recommend deletion of Item 1970-301-036 (i), Sections II, J, K, and 

L remodel, because (1) funds for these projects will not be needed in the 
budget year, and (2) we have no information to judge the adequacy of the 
funding reques~ for a reduction of $450,000. 

Item 1970-301-036 (i) would provide funding for an unspecified purpose 
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related to remodeling of the Section H, J, K, and L buildings. The depart~ 
ment is proposing to renovate the four existing domiciliary buildings to 
correct fire and life safety and handicapped code violations. The proposed 
work includes modifications to the toilet and bathing facilities, installation 
of a handicapped entrance ramp, the widening of all doorways, enclosure 
of stairways, and other minor fire and life safety modifications. The project 
also includes installation of a: direct-indirect evaportativecooling system 
for each of the buildings, and renovation of the electrical and heating 
systems. 

Timing of Project. The master plan for the Veterans Home indicates 
that the members who currently live in Sections H, J, K, and L will be 
moved temporarily to the completed Section E building while the remod­
eling work on these four buildings is in progress. The department's sched­
ule however, does not take this into account. It shows remodeling 
construction on Sections H, J, K, and L starting before the remodeling of 
Section E is completed. The schedule also assumes that construction funds 
for the Section E building will be provided in 1983-84. The budget howev­
er, does not include funds for this purpose. Consequently, the construction 
of Section E will be delayed at least four months beyond what is anticipat­
ed in the department's schedule. Thus, work on the plans for Sections H, 
J, K, and L can be delayed. Because the proposed funding is not needed 
in the budget year, we recommend that the item be deleted. . 

OSA Estimate Not A vailable. At the time this Analysis was prepared, 
the OSA had just received authorization from the Department of Finance 
to proceed with tlle preparation of a budget package for this project. 
Budget packages are supposed to be completed well in advance of when 
the budget is submitted to the Legislature, so that the amounts included 
in the budget reflect what is needed for the project. Since this information 
is not available, we have no basis for judging the adequacy of the proposed 
funds. . 

We note that this project actually comprises four distinct major capital 
outlay proj~cts. In future presenta~ons, each of these projects should be 
pre~ented mdependently and funding requests should be made on that 
basIS. 

Acute Care Facility Renovation 
We recommend deletion of Item 1970-301-036(g)~ Acute Care Facility 

renovation~ because (1) funds for the project will not be needed in the 
budget yeaI; given the status of a related projec~ and (2) we have no 
information to judge the adequacy of the funding reques~ for a reduction 
of $5~OOO. Further, we recommend that prior to hearings on the Budget 
Bill, the department report to the Legislature on any proposed shifts in 
functions between the existing hospital and the new hospital addition. 

Item 1970-301-036 (g) includes $50,000 for an unspecified purpose relat­
ed to renovation of a portiori of Holderman Hospital to house the acute 
care support services. Specifically, the two-story clinic addition and the 
ground floor of the most easterly wing of the hospital will be renovated 
to provide space for central supply, speech pathology, audiology, dental, 
physical and occupational therapy, and administrative services. 

The department indicates that the acute care support services are essen­
tial to the health care program at the Veterans Home. These services will 
complement those functions which are to be housed in the new hospital 
addition. 

In response to language included in the 1981 Budget Act, the depart-



272 / STATE AND CONSUMER SERVICES . Item 1970 

DEPARTMENT OF VETERANS AFFAIRS-CAPITAL OUTLAY-Continued 

ment contracted with an outside consultant to compare various alterna­
tives for meeting the acute care needs of home members. The results of 
this study were presented to the Legislature during hearings on the 1982 
Budget Bill. The Legislature chose to provide funds for preliminary plans 
and working drawings for a hospital addition to house 56 acute care beds, 
surgery, laboratory, radiology, pharmacy, and a portion of the outpatient 
clinic services. The remaining functions are to be retained in the existing 
hospital structure. 

Plans Not A vallable for Review. At the time this Analysis was pre­
pared, the OSA had not completed work on the schematic drawings and 
budget estimate for the renovation project. Moreover, it is our under­
standing that the architect who is developing plans for the hospital addi-

. tion has recommended several changes regarding the functions to be 
housed in the addition. This would affect the proposed renovation work. 
The department should provide information to the Legislature detailing 
ahd justifying any proposed changes in the project scope, and the impact 
of these changes on the overall program. 

Timing of This Project is Dependent Upon Progress of Hospital Addi­
tion Project. The need to proceed with planning for the acute care 
support services renovation is linked to progress in constructing the hospi­
tal addition. Renovation of the acute care support services cannot begin 
until construction of the hospital addition is completed and the functions 
have been moved from the existing building into the new structure. 

The schedule which the department submitted with its 1983-84 capital 
outlay program indicates that it will take approximately 16 months to 
prepare preliminary plans and working drawings for this project. The 
same schedule indicates that construction on the hospital addition is to 
begin in 1983-84. No funds, however, are included in the budget to finance 
the construction of the hospital addition, and the department indicates 
that the preparation of working drawings for the addition will take most 
of the budget year. This will delay the estimated completion date for the 
addition until January 1986 at the earliest. Consequently, planning funds 
for this project are not needed in 1983-84. 

For these reasons, we recommend deletion of the $50,000 proposed for 
planning in connection with the renovation of the acute care support 
services. 

Hospital Wards lA, 2A, and 3A, Remodel 
We recommend deletion of Item 1970-301-036(h)~ hospital wards re­

mode4 because funds for the project will not be needed in the budget 
ye~ given the status of related projects~ for a reduction of $5~OOO. We 
further recommend that the department report on the progress of the 
Ward lA pilot project and the need to assess its impact before proceeding 
with further ward renovations . 
. Item 1970-301-036 (h) provides $50,000 for an unspecified purpose relat­

ed to remodeling hospital wards lA, 2A, and 3A. Wing A of Holderman 
Hospital currently contains open ward nursing units foracute care, skilled 
nursing care, and intermediate care. The master plan for the Veterans 
Home provides that this space will be used for skilled nursing care only. 
The acute care functions will be moved into the hospital addition and 
intermediate care will be moved into the remodeled Section B building. 
The three floors of the A wing will then be remodeled to provide space 
for 22 skilled nursing beds each. 
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Problems with Timing of Project. Construction work to remodel the 
hospital wards cannot begin until the functions can be moved from this 
space into the hospital addition and Section B. Construction funds are not 
included in the 1983-84 budget for either of these projects. If construction 
funds for the hospital addition and Section B are approved in 1984-85, 
construction of the hospital ward remodel project coulo begin in 1985-86. 
The department estimates that it will take approximately 14 months to 
prepare preliminary plans and working drawings for this project. There­
fore funding for the preparation of preliminary plans and working draw­
ings can be deferred until 1984-85. 

Previously Funded Work. The department requested and received 
funding in 1981-82 to remodel hospital ward lA: The $94,600 provided by 
the Legislature was for a pilot project to remodel Holderman Hospital to 
meet the privacy, space and recreation requirements of a skilled nursing 
unit, and to show the effects of the proposed arrangement on the type of 
I>atient which the home serves. The department was planning to assess 
these effects before proceeding with the remodeling of the entire hospital. 

The information submitted by the department fails to address the status 
of this project. It would appear from the budget documents prepared by 
OSA that the construction work on Ward lA is being included in the 
project proposed for the budget year. The department should address this 
inconsistency in its program, as well as the reasons why the results of the 
pilot project do not need to be assessed before the remainder of the 
hospital is remodeled. 

Renovate Heating Systems, Sections A. and C 
We recommend deletion of Item 1970-301-036(j), renovate heating sys­

tems, Sections A and C; because the work is not essential and the Legisla­
ture has previoil~ly disallowed funding for this work, for a savings of 
$216,000. 

Item 1970-301-0360) includes $216,000 to renovate the heating systems 
in the Section A and Section C buildings. The department is proposing to 
replace the existing steam heating system with a hot water system. The 
. department indicates that the existing radiator systems are old, and that 
it is more cost effective to replace them than to repair them. 

Previous Legislative Action. The 1981-82 budget included a proposal 
to remodel the Section A and Section C buildings. Included in this pro­
posal was the renovation of the existing heating system .. In appropriating 
funds for the preparation of preliminary plans and working drawings for 
these buildings, the Legislature adopted language in the SuppJemental. 
Report of the 1981 Budget Act excluding the renovation of the radiator 
heatin~ system from the scope of the project. 

Justification for the Project Has Not Been Provided. The department 
indicates that it would not be cost effective to repair these systems. It has 
not, however, provided any analysis supporting this conclusion. . 

Because the Legislature has previously disallowed funding for this 
project, and because the department has not provided adequate informa­
tion in support of its request, we recommend that the $216,000 proposed 
in the budget be deleteo. . 

Minar Projects 
We recommend approval of $163,000 for two minor projects. We with­

hold recommendation on $32,000 for rest rooms in Holderman Hospital, 
pending receipt of additional information. 
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The budget includes $195,000 under Item 1970-301-036(a) for minor 
capital outlay projects at the Veterans Home. Funds are being requested 
for the following three projects: 

1. Correct filtration plant deficiencies ($149,000). 
2. Restrooms, hospital community center ($32,000). 
3. Automatic doors, administration building ($14,000). 
Filtration Plant. In February 1980, the Veterans Home was notified by 

the Department of Health Services of certain deficiencies at its water 
filtration plant, located below Rector Reservoir. The proposed project 
would rectify the deficiencies and preclude the need to increase staffing 
at the plant. The project is justified and we recommend approval. 

Community Center Restrooms. The old dining room of the hospital is 
used as a community center for the home. The department indicates that 
there are no restroom facilities near this center. Therefore the depart­
ment is proposing to install male and female restrooms in the adjacent 
hallway. 

The department is in the process of planning extensive renovations to 
Holderman Hospital. It is not clear how those renovations will affect the 
need for the restrooms. Further, it is not clear that the proposed work can 
be accomplished for the $32,000 which is being requested. Consequently, 
we withhold reco:rnmendation on this project, pending clarification of the 

, cost estimate ap.d of how this project relates to the overall renovations of 
the hospital building. 

Automatic Doors. Members of the home require frequent access to 
the administration building to reach the cashier, estates office, financial 
services, social services, guardianship offices, and the Cal Vet hall. The 
department is proposing to install automatic doors to increase accessibility 
for handicapped individuals. We recommend approval. 

Projects by Descriptive Category 
In The Budget for 1983-84: Perspectives and Issue~ we identify a num­

ber of problems that the Legislature will confront in attempting to pro­
vide for high-priority state needs within available revenues. To aid the 
Legislature in establishing and funding its priorities, we have divided 
those capital outlay projects which our analysis indicates warrant funding 
into the following seven descriptive categories: 

1. lteduce the state's legal liability-includes projects to correct life 
threatening security / code deficiencies and to meet contractual obli­
gations. 

2. Maintain the current level of service-includes projects which if not 
un.dertaken will lead to reductions in revenue and/ or services. 

3. Improve state programs ~y elimi~ating program deficiencies. 
4. Increase the level of serVIce prOVIded by state programs. 
5. Increase the cost efficiency of state operations-includes energy con­

servation projects and projects to replace lease space which have a 
payback period of less than five years. 

6. Increase the cost efficiency of state operations-includes energy con­
servation projects and projects to replace lease space which have a 
payback period of greater than five years. 

7. Other projects-includes noncritical but desirable projects which fit 
none of the other categories, such as projects to improve buildings to 
meet current code requirements (other than those addressing life­
threatening conditions) , utility/site development improvements and 
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general improvement of physical facilities. 
Individual projects have been assigned to categories based on the intent 

and scope of each project. These assignments do not reflect the priority 
that individual projects should be given by the Legislature. 

The two minor projects at the Veterans Home ($163,000) fall under 
category seven. 

Business, Transportation and Housing Agency 

SOLAR CAL OFFICE 

Item 2060 from the General 
Fund Budget p. BTH 1 

Requested 1983-84 ...................................................................•..... ; 
Estimated 1982-83 ........................................................................ ~ .. . 
Actual 1981--82 a •••••••••••••••••••••••••••••••••••••••••••.•••••••••••••••••••••••••••••••••••• 

Requested decrease (excluding amount for salary 
increases) $132,000 (-52.8 percent) 

Total recommended reduction ................................................... . 

• Reflected in budget for the Secretary for Business, Transportation and Housing. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Earlier Termination of Office. Reduce Item2060-001-465 by 

$118~OOO. RecoJIlIIlend no funding for office in budget year 
. because there IS no justification to keep office operating for 
six months. 

GENERAL PROGRAM STATEMENT 

$118,000 
250,000 
88,000 

$118,000 

.. Analysis 
page 
276 . 

.... The SolarCal Office serves as staff to two entities created by executive 
order. . 

The SolarCal Council was established in May 1978 by executive order. 
The order directs the council to (1) advise the Governor on means for 
achieving rapid development of solar l'mergy in the state, (2) develop 
administration policies concerning commercialization of solar energy, (3) 
make inf()rmation on solar energyavaUable to the public, and (4) promote 
cooperation with the federal government and public and private interests 
regarding solar energy. Members of the cduncil represent various seg­
ments of the solar energy industry. 

The Local Government Commission on Renewable Resources and Con­
servation, which is composed of local officials appointed by the Governor, 
assists local government officials in adopting ordinances to enhance solar 
energy development and promote cooperation in renewable resource 
development and conservation between state and local governments. 

The budget erroneously indicates that the office has 8.5 authorized 
positions in the current year, rather than the 7.5 positions approved in the 
1982 Budget Act. 




