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Fund Balance Projection

California Bureau of Security and Investigative Services
Draft Performance and Fee Review Report

Table 10 below shows there is a significant fund solvency problem. The table demonstrates that
months in reserve are projected to decline rapidly from 8.8 months in FY 16-17 to a negative
condition (insolvent) in FY 19-20 and continue in a negative condition through FY 22-23 if nothing
is done to increase revenues.

Table 10

Current Projected Pl Fund Condition
FY 2016-17 Through FY 22-23

Actual Est. Est. Est. Est Est Est
FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20 | FY 2020-21 | FY 2021-22 | FY 2022-23
Beginning Fund Balance $469 $840 $373 $553 -$46 -$669 -$1,316
Prior Year Adjustment $5 S0 ] S0 ] ] ]
Adjusted Beginning Balance $474 $840 $373 $553 -$46 -$669 -$1,316
Revenues and Transfers
Total Revenues $671 $677 $688 $683 $683 $683 $683
Total Transfers * $750 $0 $750 $0 S0 $0 $0
Total Revenues and Transfers $1,421 $677 $1,438 $683 $683 $683 $683
Total Resources $1,895 $1,517 $1,811 $1,236 $637 $14 -$633
Expenditures
Total Expenditures $1,055 $1,144 $1,258 $1,282 $1,306 $1,330 $1,355
Ending Fund Balance $840 $373 $553 ($46) ($669) ($1,316) ($1,988)
Months in Reserve 8.8 3.6 5.2 (0.4) (6.0) (11.7) (17.3)

DCA Budget Office

Based on its analysis, CPS HR has determined the current Pl fee structure is insufficient to
recover actual Pl-related costs and will soon reduce the fund reserve to an unacceptable level
unless action is taken now. In general, Pl licensing revenue is supposed to cover all Pl funded
costs, including licensing, enforcement, disciplinary review, administration and Bureau overhead,
however at current fee levels as shown in table 9, the revenue generated by the current fee
structure is not covering ongoing expenditures. Given that staffing levels, workload and other
expenditures are expected to grow, the Bureau must either decrease expenses, increase revenue
or achieve a combination of both to ensure the Pl fund is solvent with a sufficient reserve. As
stated above, the Pl licensing fees have not been increased since 1998 in spite of staff cost of
living increases, additional workload and other changes over the 20-year period. In order to
restore the Pl fund to financial health, fee increases must be considered as part of the solution.
Any fee increases considered for the Pl fund should result in revenues that will at least cover
annual expenditures with a small additional amount to build and maintain a prudent reserve. CPS
HR recommends that the Bureau develop a fee structure that will bring in at least $1.42 million in
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revenue by FY 22-23. This would provide for a 5.2 month reserve by the end of the 2022-23
Fiscal year.

Hourly Rate and Fee Projections

One study objective is to establish a cost basis to fairly assess services the Bureau provides for a
scheduled fee and for services that lack statutory scheduled fees. Without an accurate cost
accounting system, the most convenient and fairest way to charge for services is to determine an
hourly charge based on full absorption costing that accounts for all Bureau Pl funded staff,
operating and overhead costs. By dividing the Bureau’s Pl fund expenditures by total staff paid
hours, a fully absorbed hourly (and minute) cost rate can be derived to cover the cost of current
scheduled fee and non-fee schedule tasks/services not covered by statute.

Table 11 shows the DCA Budget Office’s annual estimated expenditures gradually increase
through FY 22-23. The number of authorized budgeted positions (PYs — personnel years) will
increase in FY 18-19 by .5 PY for SB 559 to 5.5 PYs. The Bureau intends to increase that to 1 PY by
redirecting operating expense savings, bringing total Pl funded staffing to 6 positions in FY 18-19.
Fully absorbed hourly cost is the result of dividing total net expenditures by the annual paid PY
hours per fiscal year. Cost per minute is the result of dividing the hourly cost by 60. The cost per
minute is applied to Bureau workload assumptions to determine the fully absorbed cost for a
scheduled fee task or non-fee scheduled task. The DCA Budget Office uses an average of 1,776
available hours per PY for fiscal year workload budgetary projections. Employees are paid for
2,080 hours each fiscal year.

For cost projection purposes, CPS recommends using a 4-year average of $122 per hour (or
$2.03/minute) to provide for adequate cash flow and fund reserves.

Table 11

Fully Absorbed Cost using DCA Budget Office Expenditures
FY’s 14-15 through FY 17-18

Cost Allocation FY 14-15 FY 15-16 FY 16-17 FY 17-18 4 year AVG

Expenditures $706,000 $834,000 $1,055,000 $1,144,000 $934,750
Filled Positions 3 3 3.9 5 4
Hours per year 2080 2080 2080 2080 2,080
Total hours 6240 6240 8112 10400 7,748
Cost/hour $113 $134 $130 $110 $122
Cost/minute $1.89 $2.23 $2.17 $1.83 $2.03

Sources: DCA Budget Office

Table 12 compares the financial impact of the current and proposed initial and renewal license
fees using FY 17-18 volumes. FY 17-18 was used instead of a 4-year average because of the
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the BPC provision that requires lowering fees when the Pl fund has 24 months in reserve. How
much the Bureau actually increases the Pl license fees should be based on consultation with the
DCA Budget Office and the Bureau’s licensee base.

Table 13 shows that beginning in January 2020 the proposed increased fees generate
approximately $1.42 million a year and will ensure an adequate fund reserve through FY 22-23.
Assuming non-urgency legislation was enacted in 2019, the revised fees would go into effect on
January 1, 2020. Given the urgency of the fund condition, CPS HR recommends that the Bureau
implement increased fees as soon as possible.

Table 13
Financial Impact of Selected License Fee Increases

on the Pl Fund Condition
Fee increase Effective January 1, 2020

FY 2016-17 | FY 2017-18 | FY 2018-19 | FY 2019-20 FY 2020-21 FY 2021-22 | FY 2022-23

Beginning Fund Balance $469 $840 $373 $553 $332 $444 $532
Prior Year Adjustment $5 S0 S0 S0 S0 S0 S0
Adjusted Beginning Balance $474 $840 $373 $553 $332 $444 $532
Revenues and Transfers
Total Revenues $671 $677 $688 $1,050 $1,418 $1,418 $1,418
Total Transfers * $750 $0 $750 $0 $0 $0 $0
Total Revenues and Transfers $1,421 $677 $1,438 $1,050 $1,418 $1,418 $1,418
Total Resources $1,895 $1,517 $1,811 $1,603 $1,750 $1,862 $1,950
Expenditures
Total Expenditures $1,055 $1,144 $1,258 $1,282 $1,306 $1,330 $1,355
Ending Fund Balance $840 $373 $553 $321 $444 $532 $595
Months in Reserve 8.8 3.6 5.2 2.9 4.0 4.7 5.3

*Loan Repayment from General Fund
per Budget Act 2011

Administrative Relief

If appropriate and applicable, the Bureau may wish to consider implementing an administrative
relief strategy with this fee increase. In lieu of a lengthy legislative process to change future
license fees, CPS HR recommends that the Bureau, in obtaining legislative approval for fee
increases also set a statutory maximum higher than the fees currently needed to restore the PI
Fund to a satisfactory reserve. By enabling this administrative strategy now, the Bureau would
have flexibility in setting fees in the future to ensure adequate fund reserves as revenues decline
or expenses increase.
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be less time consuming and expensive for both the Bureau and licensees who wish to
appeal the Bureau’s decisions. As described in the report, the current process requires
essentially all disciplinary actions to be addressed through the administrative hearing
process and requires involvement of the OAG. Broader Cite and Fine authority would
allow the Bureau to address violations of the Act to promote compliance in a reasonable
manner and provide for licensees to appeal the Bureau’s issuance of them to the newly
established Pl DRC.
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Appendix: BSIS Private Investigator Licensing Workload Assumptions

Initial Paper Applications

Private Investigator Qualified Manager (PIM) Class % Def Time (Min) Task Description & Assumptions
Clean Apps (30%) PTII 0.0% 40 Cashiering, mail, data entry, approval
Analyst Review SSA 0.0% 60 Review and Approval
100 Total for Initial Clean App
Management Review (15%) SSM | 15.0% 30 Review
130 Total for initial applications requiring management review
Initial deficiency/Information Clarification Efforts PTII 70.0% 40 Cashiering, mail, data entry
15 Prepare and send 1st deficiency letter
45 Return processing
Analyst Review SSA 30 Review
130 Total for initial deficiency
Management Review (5%) SSM | 5% 60 Review
190 Total for initial deficiency requiring management review
Second deficiency/Information Clarification 40.0%
Efforts PTII 40 Cashiering, mail, data entry
15 Prepare and send 2nd deficiency letter/email
60 Return processing/Follow-up assistance
Analyst Review SSA 30 Review
145 Total for secondary deficiency
Management Review (5%) SSM | 5% 60 Review
205 Total for initial deficiency requiring management review
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Initial Paper Applications

Private Investigator License (PIL) Class % Def Time (Min) Task Description & Assumptions
Clean app (10%) PTII 50 Cashiering, mail, data entry, approval
Analyst Management Review (15%) SSA 30 Review
SSM | 60 Review
Total for initial applications requiring management
140 review

Initial deficiency/Information Clarification 90.0%
Efforts PTII 50 Cashiering, mail, data entry
15 Prepare and send 1st deficiency letter
60 Return processing/Follow-up assistance

Analyst Review SSA 20 Review
145 Total for initial deficiency
Management Review (5%) SSM | 5% 60 Review
205 Total for initial deficiency requiring management review
Second deficiency PTII 45.0% 50 Cashiering, mail, data entry

15 Prepare and send 2nd deficiency letter
60 Return processing/Follow-up assistance
Analyst Review SSM | 20 Review

145 Total for second deficiency

Management Review (5%) 5% 60 Review, approval

Total for Return processing/Follow-p assistance
205 requiring management review
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Private Investigator Branch (PIB) Class % Def Time (Min) Task Description & Assumptions
Clean app (90%) PTII 30 Review, data entry, approval
Initial deficiency PTII 10.0% 30 Cashiering, mail, data entry
15 Prepare and send 1st deficiency letter
35 Return processing
Analyst Review SSA 10 Review
90 Total for initial deficiency
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Private Investigator License (PIL) Class % Def ;rl\lllT:) Task Description & Assumptions
Clean app (30%) PTII 30 Review, data entry, approval
Analyst Review  SSA 30 Review
60 Total Review
Management Review (5%) SSM | 5.0% 60 Review
Total for initial applications requiring management
120 review
Initial deficiency/Information Clarification 70.0%
Efforts  PTII 30 Cashiering, mail, data entry
SSA 15 Prepare and send 1st deficiency letter
60 Return processing/Follow-up assistance
Analyst Review 20 Review
125 Total for initial deficiency
Management Review (5%) SSM | 5% 60 Review
185 Total for initial deficiency requiring management review
Second deficiency  PTII 30.0% 30 Cashiering, mail, data entry
SSA 15 Prepare and send 2nd deficiency letter
60 Return processing/Follow-up assistance
Analyst Review 20 Review
125 Total for second deficiency
Management Review (5%) 5% 60 Review
Total for Return processing/Follow-p assistance
185 requiring management review
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Private Investigator Branch (PIB) Class % Def ;rl\lllnl‘r; Task Description & Assumptions
Clean app (90%) PTII 30 Data entry, approval
Analyst Review  SSA 10 Review
Initial deficiency ~ PTII 10.0% 30 Dataentry

15 Prepare and send 1st deficiency letter
35 Return processing
Analyst Review  SSA 10 Review

90 Total for initial deficiency
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Private Investigator License (PIL) \ Class % Def ] Time (Min) ! Task Description & Assumptions
Clean app (70%) PT 30 Cashiering, mail, data entry, approval
Initial deficiency PT 30.0% 30 Cashiering, mail, data entry, approval
15 Prepare and send 1st deficiency letter
35 Return processing
80 Total for initial deficiency
Private Investigator Branch (PIB) ‘ Class % Def ‘ Time (Min) ‘ Task Description & Assumptions
Clean app (95%) PT 30 Cashiering, mail, data entry, approval
Initial deficiency PT 5.0% 30 Cashiering, mail, data entry, approval
15 Prepare and send 1st deficiency letter
35 Return processing
80 Total for initial deficiency
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