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INTRODUCTION

In response to a resolution of the Joint Legislative
Audit Committee and in compliance with federal Office of
Revenue Sharing regulations, we have conducted a financial
audit of the Department of Consumer Affairs. This audit was
conducted under the authority vested in the Auditor General by

Section 10527 of the Government Code.

The Consumer Affairs Act of 1970 established the
Department of Consumer Affairs to succeed the Department of
Professional and Vocational Standards, which had been operating
since 1929. The primary purpose of the Department of Consumer

Affairs is to protect and represent California consumers.

The Department of Consumer Affairs 1is organized
within the State and Consumer Services Agency and is comprised
of 23 boards, five bureaus, and one commission. The Director
of Consumer Affairs oversees the five bureaus and has
administrative responsibility for the boards and commissions
which have independent policy-making authority. Each board,
bureau, and commission regulates a professional or occupational
group. (Hereafter, the boards, bureaus, and commission are

referred to collectively as boards.)



Because the department is designated as the consumer
advocate in state government, by the Consumer Affairs Act, its
responsibilities transcend the regulation and Tlicensing of
professional or occupational groups. The department manages
these responsibilities and carries out the purposes of the
act through four centralized divisions--Administration,
Investigation, Consumer Services, and Building Maintenance and

Operations.

The Department of Consumer Affairs' programs are
supported primarily by fees received from the licensing and
registration of professional and occupational  groups,
appropriations from the State's General Fund, and income from

investment of surplus money.



AUDITOR'S OPINION

To the Joint Legislative Audit Committee of the California
Legislature:

We have examined the general purpose financial statements of
the various funds and account groups of the Department of
Consumer Affairs for the year ended June 30, 1978 listed in the
foregoing Table of Contents. Our examination was made 1in
accordance with generally accepted auditing standards and
accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary in
the circumstances.

In our opinion, the general purpose financial statements listed
in the aforementioned Table of Contents present fairly the
financial position of the various funds and account groups of
the Department of Consumer Affairs at June 30, 1978 and the
results of its operations for the year then ended, in
conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year.

The accompanying supplemental information and the columns on
the accompanying financial statements captioned '"Total
Memorandum Only" for June 30, 1978 are not necessary for a
fair presentation of the financial statements, but are
presented as additional analytical data. The supplemental
information has been subjected to the tests and other auditing
procedures applied in the examination of the general purpose
financial statements listed in the foregoing Table of Contents
and, in our opinion, is fairly stated in all material respects
in relation to the financial statements taken as a whole.

The columns on the accompanying financial statements for the
year ended June 30, 1977, which are presented for comparative
purposes only, were not audited by us and accordingly we do not
express an opinion on them.



In connection with our examination, we also (1) made a study
and evaluation of the Department of Consumer Affairs' system of
internal accounting control and (2) performed tests of
compliance with the Revenue Sharing and Antirecession Fiscal
Assistance Acts and regulations as required by Sections II.C.3
and ITI.C.3 of the Audit Guide and Standards for Revenue

Sharing and Antirecession Fiscal Assistance Fund Recipients

issued by the Office of Revenue Sharing, U. S. Department of
the Treasury. Based upon the above procedures, we noted no

instance of noncompliance with the regulations.

WESLEY E. NOSS
Assistant/ Auditor General

Date: April 13, 1979

Staff: Curt Davis, CPA
Michael C. Dendorfer, CPA
Romero Zamora
Patricia Nishi
Benjamin Wald
Ann Reicherter
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DEPARTMENT OF CONSUMER AFFAIRS

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE AND OPERATING CLEARING
GOVERNMENTAL FUND TYPES

FOR THE FISCAL YEAR ENDED JUNE 30, 1978

(With Unaudited Amounts for 1977)

General
Revenues:
Fees, Licenses, and Permits § 316,945
Income from Surplus Money
Investment Fund -
Miscellaneous Revenues 2,209
Total Revenues 319,154
Other Financing Sources:
Support Appropriations 376,844
Reimbursements --
Prior Year Adjustments -
Total Sources 695,998
Expenditures:
Current:
Personal Services 240,802
Operating Expenses and
Equipment 147,653
Board of Control Claims -
Prior Year Adjustments 2,966
Total Expenditures 391,421
Excess of Sources over
(under) Expenditures 304,577
Other Financing Uses:
Transfer of Accountability
to the State Controller (318,894)
Excess of Sources over
(under) Expenditures
and Other Uses (14,317)
Fund Balance - July 1 --
Operating Clearing - July 1 (5,928)
Fund Balance - June 30 $ --
Operating Clearing - June 30 $ (20,245)

Total
Special (Memorandum Only)

Revenue June 30, 1978 June 30, 1977
$46,446,469 $46,763,414 $25,433,459
1,924,791 1,924,791 1,368,291
195,278 197,487 153,925
48,566,538 48,885,692 26,955,675
-- 376,844 354,677
3,231,346 3,231,346 2,602,684
305,902 305,902 2,275
52,103,786 52,799,784 29,915,311
17,260,320 17,501,122 14,799,723
19,684,795 19,832,448 17,846,689
231 231 999
1,149,658 1,152,624 (566,962)
38,095,004 38,486,425 32,080,449
14,008,782 14,313,359 (2,165,138)

14,008,782
19,592,388

%33,601,170

(318,894)

13,994,465
19,592,388
5,928)

$33,601,170

5_(20,245)

The notes to the financial statements are an integral part of this statement.

(376,784)

(2,541,922)

22,106,447
21,935

$19,592,388

$ (5,928)
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DEPARTMENT OF CONSUMER AFFAIRS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS
PROPRIETARY FUND TYPE
INTERNAL SERVICE FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 1978
(With Unaudited Amounts for 1977)

June 30, 1978 June 30, 1977

Operating Revenues:
Income from Surplus Money

Investment Fund $ 89,878 $ 51,104
Assessments 4,957,745 5,192,546
Rent 1,291,716 1,214,534
Miscellaneous Income 3,721 25,660

Total Operating Revenues 6,343,060 6,483,844
Non-Operating Revenues:
Transfers from General Fund 1,018,752 897,784
Reimbursements 2,357,122 1,566,833
Total Operating Sources 9,718,934 8,948,461
Operating Expenses:
Personal Services 5,287,886 4,920,143
Operating Expenses and Equipment 4,051,550 4,009,518
Prior Year Adjustments 466,037 376,177
Total Operating Expenses 9,805,473 9,305,838
Net Loss (86,539) (357,377)
Retained Earnings - July 1 459,293 816,670
Retained Earnings - June 30 $ 372,754 $ 459,293

The notes to the financial statements are an integral part of this statement.

-8-



DEPARTMENT OF CONSUMER AFFAIRS
STATEMENT OF CHANGES IN FINANCIAL POSITION -
PROPRIETARY FUND TYPE '
INTERNAL SERVICE FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 1978
(With Unaudited Amounts for 1977)

June 30, 1978 June 30, 1977

Uses of Working Capital:

Operations:
Net Toss $ (86,539) $ (357,377)
Net Decrease in Working Capital $ (86,539) $  (357,377)
Elements of Net Increase (Decrease)
in Working Capital:
Cash $ 26,517 $ 86,798
Deposits in Surplus Money
Investment Fund 129,000 (1,248,000)
Receivables (Net of Allowance) (53,427) 481,844
Due from Surplus Money Investment Fund 12,594 (46,345)
Due from Other Funds (927,008) 1,086,962
Expense Advances to Employees 20,256 1,623
Accounts Payable 176,758 (271,015)
Due to Other Funds 473,351 (378,213)
Reimbursements Received in Advance 58,541 (70,000)
Uncleared Collections (3,121) (1,031)
Net (Decrease) in Working Capital $ (86,539) $ (357,377)

-0~

The notes to the financial statements are an integral part of this statement.



DEPARTMENT OF CONSUMER AFFAIRS
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUND
SPECIAL DEPOSIT

FOR THE FISCAL YEAR ENDED JUNE 30, 1978

Balance Balance
July 1, 1977 Additions Deductions June 30, 1978

ASSETS
Cash $ 149,430 $ 31,682 $ -- $ 181,112
Securities and Other
Properties Held in Trust 17,956,795 2,133,147 2,539,804 17,550,138
Total Assets $18,106,225 $2,164,829 $2,539,804 $17,731,250
LIABILITIES

Due to Depositors
and Others $18,106,225 $2,164,829 $2,539,804 $17,731,250

The notes to the financial statement are an integral part of this statement.

-10-



1.

DEPARTMENT OF CONSUMER AFFAIRS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1978

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements reflect the financial
position and results of operations of the Department of
Consumer Affairs. The statements have been prepared in
conformity with generally accepted accounting principles
applicable to state and local governments as prescribed by the
American Institute of Certified Public Accountants and by the
National Council on Governmental Accounting.

The accompanying financial statements are structured into
Governmental Fund Types, a Proprietary Fund Type, a Fiduciary
Fund Type, and an Account Group. The Department of Consumer
Affairs accounts for only its portion of the three fund type
categories. The State Controller maintains the central
accounts for all state funds and annually publishes
consolidated fund statements.

GOVERNMENTAL FUND TYPES

Governmental Fund Types are those through which most
governmental functions are financed. The acquisition, use, and
balances of the government's expendable financial resources and
the related current liabilities--except those accounted for in
Proprietary Funds--are accounted for through governmental
funds. The General Fund and Special Revenue Funds are the
Governmental Fund Types in the Department of Consumer Affairs.

General Fund

This fund includes all financial resources not accounted
for in another fund. There are two General Fund agencies
in the department.

Special Revenue Funds

These funds are used to account for specific revenues and
operating expenditures earmarked for the registration and
regulation of professional or occupational groups. There
are 39 special revenue funds in the department.

-11-



The Governmental Fund Types are maintained on the modified
accrual basis of accounting. Some of the more significant
elements include:

Income
Throughout the fiscal year all income, except certain
reimbursements which are recorded when billed, is

accounted for on a cash basis. At June 30, the accounts
are adjusted to accrue all earned but uncollected income.

Expenditures

Expenditures are accounted for at the time claims for
payment are filed with the State Controller. At June 30,
all valid expenditure commitments are accrued as
expenditures against budget appropriations including
encumbrances outstanding for which no goods or services
have been received.

Liabilities

Retirement Plan - Regular employees are members of
the PubTic EmpToyees' Retirement System (PERS), which
is a defined benefit, contributory retirement plan.
The amount the department and employees contribute to
PERS 1is actuarially determined under a program in
which contributions plus retirement system earnings
provide the necessary funds to pay retirement costs
as accrued. Retirement contributions for the year
totalled $2,523,884.

Vacation and Sick Leave - Costs of vacation and sick
Teave are charged when benefits are used rather than
when they are earned.

PROPRIETARY FUND TYPE

The Proprietary Fund Types are used to account for measurements
of net income and capital maintenance within a government's
organizations and activities. These fund types resemble those

often found in the private sector.
Included in this category are Internal Service Funds. The

Internal Service Fund for the department 1is the Consumer
Affairs Fund.

-12-



Consumer Affairs Fund

This fund is used to account for the financing of central
operations and board expenditures (excluding payrolls) on
a cost reimbursement basis.

The Proprietary Fund Type is maintained on the accrual basis of
accounting. Revenues are recognized in the accounting period
in which they are earned, and expenses, except for depreciation
are recognized in the period incurred. The department does not
record depreciation on fixed assets, rather they record the
expenses for fixed assets at the time of acquisition.

FIDUCIARY FUND TYPE

Fiduciary Fund Types are used to account for assets held by a
governmental unit in a trustee capacity. Included in this
category are Agency Funds. The Agency Fund for the Department
of Consumer Affairs is used to account for monies, bonds, and
certificates of deposit held by the State Treasurer for various
licensees who are required to make deposits in accordance with
various laws and regulations.

ACCOUNT GROUP

The Account Group is used to account for general fixed assets.
Assets purchased are recorded as expenditures in the
appropriate fund in the year of acquisition or encumbrance.
General fixed assets increased by a net of $672,595 during the
fiscal year.

BUDGETED REVENUES AND EXPENDITURES

The amounts shown under "Budget as Adjusted" for revenues and
detailed expenditure accounts reflect the Governor's Budget
after allowing for adjustments by the budget act, interim
statutory changes affecting appropriations, and authorized
executive budget revisions issued during the year.

-13-



3.

DEPOSITS IN SURPLUS
MONEY INVESTMENT FUND

This account shows the amount of the agency's money in the
Surplus Money Investment Fund. The Surplus Money Investment
Fund is wused to account for the monies that have been
transferred for investment purposes. All earnings derived from
investments of the fund are apportioned to the contributing
funds. Interest due from the Surplus Money Investment Fund is
accrued at June 30.

ALLOWANCE FOR
DEFERRED RECEIVABLES

This account reflects the amount of receivables that are not
expected to be collected within the next fiscal year. Students
enrolled in a medical loan program owe $233,731 of the $250,157
account balance to the Board of Medical Quality Assurance as of
June 30, 1978. Under this Tloan program, the board is
authorized to grant loans to California residents enrolled in
medical education programs. Since 1971, the board has granted
150 loans totalling $284,400. Only a portion of these loans
has been repaid. The board, however, has recently developed a
program to facilitate loan collections.

DUE FROM OTHER FUNDS/
DUE TO OTHER FUNDS

The amounts in these two accounts are primarily (1) owed to the
Consumer Affairs Fund by the various other departmental funds,
or (2) owed by the Consumer Affairs Fund to the various other
departmental funds. In the first instance, a board owes money
to the Consumer Affairs Fund when its share of costs for
central operations and board expenditures has exceeded its
advance payment. By contrast, the Consumer Affairs Fund owes
money to departmental funds when a board's advance payment
exceeds its share of costs for central operations and board
expenditures.

DUE TO DEPOSITORS AND OTHERS

This account represents the amount of monies, bonds, and
certificates of deposit the State Treasurer holds for various
licensees who are legally required to make deposits. Of the
$17,725,572 due at June 30, 1978, $16,614,054 s due to
depositors licensed by the Contractors' State License Board.

-14-



7.

PRIOR YEAR ADJUSTMENTS

These accounts show the difference between the net amount of
revenue, expenditures, abatements, and reimbursements accrued
as of the previous June 30, and the actual amount of revenue,
expenditures, abatements, and reimbursements obtained during
the current fiscal year.

ASSESSMENTS

The costs of administrative services are paid from the Consumer
Affairs Fund. These costs are reimbursed to the fund by a pro
rata charge to the boards' special funds based upon a ratio of
each board's total expenditures to all boards' total
expenditures.

OPERATING CLEARING

The account balance at June 30 represents a clearing account
between the General Fund and the State Controller.

-15-



SUPPLEMENTAL INFORMATION

SUPPLEMENTAL INFORMATION
COMBINING FINANCIAL STATEMENTS

COMBINING BALANCE SHEET--ALL GENERAL FUND
AGENCIES '

COMBINING BALANCE SHEET--ALL SPECIAL
REVENUE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN OPERATING CLEARING--ALL GENERAL
FUND AGENCIES

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE--ALL SPECIAL
REVENUE FUNDS
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DEPARTMENT OF CONSUMER AFFAIRS

COMBINING BALANCE

SHEET

ALL GENERAL FUND AGENCIES

JUNE 30, 1978

(With Unaudited Totals for 1977)

ASSETS

Cash

Receivables

Allowance for Deferred Receivables
Due from Other Funds

Expense Advances to Employees

Total Assets

LIABILITIES, ENCUMBRANCES
QUTSTANDING, AND OPERATING CLEARING

Liabilities:
Accounts Payable
Due to Other Funds
Uncleared Collections

Total Liabilities
Encumbrances Outstanding
Operating Clearing

Total Liabilities,

Encumbrances Outstanding,
and Operating Clearing

Board of
Guide Dogs Athletic Totals
for the Blind Commission June 30, 1978  June 30, 1977
$ -- $ 5,319 $ 5,319 $ 5,028
- 50 50 11
- (50) (50) --
- 21,025 21,025 151
80 2,537 2,617 --
$ 80 $ 28,881 $ 28,961 $ 5,190
$ 1,404 $ 39,944 $ 41,348 $ 6,708
193 1,101 1,294 3,345
-- 10 10 --
1,597 41,055 42,652 10,053
6,070 484 6,554 1,065
(7,587) (12,658) (20,245) (5,928)
$ 80 $_28,881 $ 28,961 $ 5,190
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DEPARTMENT OF CONSUMER AFFAIRS
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN OPERATING CLEARING
ALL GENERAL FUND AGENCIES
FOR THE FISCAL YEAR ENDED JUNE 30, 1978
(With Unaudited Amounts for 1977)

State Board

Revenues:
Fees, Licenses, and Permits
Miscellaneous Revenues

Total Revenues

Other Financing Sources:
Support Appropriation
Prior Year Adjustments

Total Sources

Expenditures:
Personal Services
Operating Expenses and
Equipment
Prior Year Adjustments

Total Expenditures

Excess of Sources over
(under) Expenditures

Other Financing Uses:
Transfer of Accountability
to the State Controller
Excess of Sources over
(under) Expenditures
and Other Uses
Operating Clearing - July 1

Operating Clearing - June 30

Athletic of Guide Dogs
Commission for the Blind June 30, 1978 June 30, 1977
$ 316,785 $ 160 $ 316,945 $ 336,928
2,209 -- 2,209 4,088
318,994 160 319,154 341,016
366,881 9,963 376,844 354,677
-- -- -- 3,792
685,875 10,123 695,998 699,485
237,279 3,523 240,802 244,531
136,424 11,229 147,653 106,033
1,842 1,124 2,966 --
375,545 15,876 391,421 350,564
310,330 (5,753) 304,577 348,921
(318,733) (161) (318,894) (376,784)
(8,403) (5,914) (14,217) (27,863)
(4,255) (1,673) (5,928) 21,935
$ (12,658) $(7,587) $ (20,245) $_(5,928)
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OTHER INFORMATION

As an integral part of our examination, we reviewed
the department's accounting procedures and related system of
internal accounting control to the extent we considered
necessary to properly form an opinion concerning the fairness
with which the department's financial statements present
financial position and results of operations in accordance with

generally accepted accounting principles consistently applied.

OQur review enabled us to suggest improvements which
would result in better operating procedures and controls. A
management letter describing the  suggested operating
improvements was issued to the department in conjunction with
certain recommended adjusting entries necessary in order to
achieve compliance with generally accepted accounting

principles.

The department fully concurs with the suggested

operating improvements and adjusting entries.
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cc:

Members of the Legislature

0ffice of the Governor

Office of the Lieutenant Governor
Secretary of State

State Controller

State Treasurer

Legislative Analyst

Director of Finance

Assembly Office of Research

Senate Office of Research

Assembly Majority/Minority Consultants
Senate Majority/Minority Consultants
California State Department Heads
Capitol Press Corps



