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July 1, 2015

Assembly Member Susan Bonilla, Chair
Assembly Business and Professions Committee
1020 N St., Room 383

Sacramento, CA 85814

Senator Jerry Hill, Chair

Senate Business, Professions and Economic Development Committee
State Capitol, Room 2053

Sacramento, CA 85814

Re: Pro Rata Study

Dear Assembly Member Bonilla and Senator Hill,

Senate Bill 1243 (Hill, Chapter 395, Statutes of 2014) required the Department of Consumer Affairs
(Department) to provide a one-time study of its process for distributing administrative costs (pro rata)
among its 39 boards, bureaus, committees, commission and program (boards). The purpose of the
study is to:

Determine if the current methodology is the most productive and cost efficient manner for the
Department and the boards;

Consider whether some services provided by the Department should be outsourced or
charged based on usage; and,

Consider whether boards should be allowed to opt out of paying and receiving certain
administrative services.

In December 2014, the Department contracted with CPS HR Consulting (CPS) to conduct a study in
accordance with SB 1243. Attached is the completed study, including a survey of the Department’s
boards in regards to the pro rata process.

The following is a brief summary of what CPS recommends the Department explore as possible
alternative approaches to its current process:

Changing the cost distribution of non-jurisdictional calls and correspondence to all boards
evenly.

Mitigating the effects of high costs in a particular fiscal year, by changing the distribution of
Office of Information Services costs to a two-year roll forward methodology as used by the
Division of Investigation.

Use an approach for authorized posmons that considers weighted authorized positions and
workload or an approach that utilizes historical trends and distributes costs based on an
average amount of authorized positions and workload over time.

Utilizing an activity-based costing (ABC) methodology. ABC is a form of cost accounting that
is designed to accurately reflect the cause-and-effect relationships between products or
services, activities and costs.
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