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IDENTIFIED ISSUES, BACKGROUND AND
RECOMMENDATIONS REGARDING THE BEARHFTI

BRIEF OVERVIEW OF THE “BEARHFTI”

History and Function of BEARHFTI

The Bureau of Electronic and Appliance Repair, Hétamishings, and Thermal Insulation —
BEARHFTI—was established in 2009 with the enactneém8BX4 20 (Strickland, Chapter 18,
Statutes of 2009). That bill merged the separatre®.u of Home Furnishings and Thermal Insulation
(HFTI) and the Bureau of Electronic and Applianapgir (EAR) into one regulatory entity. The
BEARHFTI was last reviewed by the Senate Committe®usiness, Professions and Economic
Development and the Assembly Committee on Busirirsgessions and Consumer Protection [now
the Assembly Committee on Business and Profess{@uwhmittees) in 2014.

The original HFTI program was established in ed8¢1 to deal with flammability issues in the
mattress manufacturers industry. Flammabilityesswere widely recognized during the 1906 San
Francisco earthquake and the subsequent firessaitreity.

The original EAR program was established in 196&ddress fraudulent and negligent issues in the
television repair industry. Prior to the mergeH#TI and EAR, the jurisdiction of both regulatory
entities had greatly expanded over time to keep path changing technology and industry products.

Today, BEARHFTI (although merged) continues to apetwo separate regulatory programs: 1) the
HFTI program which is responsible for the oversightl regulation of furniture and bedding
manufacturers, importers, wholesalers, retailengply dealers, custom upholsterers, thermal
insulation manufacturers, bedding sanitizers; anthe EAR program which includes the repair of
televisions, microwave ovens, audio and video @aklequipment, video cameras, video games,
copiers, computer systems, smart phones, tabtetsépair and installation of auto stereo and alarm
equipment, interlock ignition devices and residargatellite/antenna equipment, major home
appliances, such as refrigerators, freezers, stowass, washer, dryers, dishwashers and trash



compactors, and the sale and administration ofiepontracts for various consumer items sold or
used for personal, family or household use.

As a result of SB 19 (Hill, Chapter 421, Statute&@l7), BEARHFTI is scheduled to assume the
licensing and enforcement duties for household mgwehich are currently regulated by the Public
Utilities Commission (PUC) beginning July 1, 2018.

With the addition of the Household Movers Progr&BARHFTI will oversee three separate
regulatory programs under its jurisdictional umlarelCurrently, BEARHFTI licenses/registers
businesses, it does not license individuals. Tpdi@able laws for electronic and appliance repair
dealers are specified in Business and Professiods (BPC) § 9806t seq, home furnishings are
specified in BPC § 1900&t seq, and household movers are specified in BPC §38P3eq.

BEARHFTI currently regulates approximately 15 lisare categories throughout both programs. The
following list represents BEARHFTI's licensure agdeies as of December 1, 2017:

* Appliance Service DealeRepairs, services or maintains major applian@595 licensees)

» Combination Service DealeRepairs, services, or maintain electronics anpbnagppliances.
(586 licensees)

» Electronic Service Dealeinstalls, repairs, services, or maintains elegt® (5,005 licensees)

» Service Contract AdministratoFacilitates the compensation of parties for ckaonrepairs
under service contracts and other activities orald@lf service contract sellers. (48 licensees)

» Service Contract SelleBells service contracts. (12,105 licensees)

* Bedding Retailer Sells bedding products including pillows, matses, quilts, comforters, and
sleeping bags. (1,960 licensees)

» Custom UpholstereiRepairs, reupholsters, re-covers, renews uphetsterniture, or who
makes to order and specification of the user atigl@aiof upholstered furniture, using either
new materials or the owner’s materials. (495 lie®s$

* Furniture/Bedding RetailerSells both upholstered furniture and bedding potsl (11,879
licensees)

* Furniture Retailer:Sells upholstered furniture. (2,055 licensees)
* Importer. Manufactures or wholesales, through employeegents, any article of upholstered
furniture, bedding, or filling material manufactdreutside of the United States for purpose of

resale in California. (5,006 licensees)

* Furniture/Bedding ManufactureManufactures upholstered furniture or bedding/hole, or
in part, or who uses new or secondhand materialpholster any product. (1,540 licensees)



» Sanitizer Sanitizes bedding or filling materials for respleposes. A licensee, who holds a
Manufacturer, Importer, Bedding Retailer, FurnitBedding Retailer, or Custom Upholsterer
license, does not need a separate Sanitizer licEisécensees)

» Supply DealerManufactures, processes or sells any felt, iptpads, woven, or plastic
fabrics, or loose material in bags or containersicealed or not concealed, to be used or that
could be used in articles of upholstered furnituréedding. (122 licensees)

e« Thermal Insulation ManufactureProduces insulation materials or a combinatiomaferials
that retards the transfer of heat or cold. (11dnsees)

* Wholesaler Sells any article of upholstered furniture or thed or filling materials to another
for the purpose of resale, but does not includaffiiiate or subsidiary where the ownership
and name are identical, and that is the exclugilessutlet of a manufacturer. (198 Licensees)

BEARHFTI's current mission statement, as stateitsi013-2017 Strategic Plan, is as follows:
To protect and serve the consumers while ensurinigia and competitive marketplace.

BEARHFTI reported in itR017 Sunset Review Reptirtat an updated Strategic Plan would be in
place by January 2018; however, BEARHFTI is stilthe process of finalizing an updated strategic
plan.

BEARHFTI's mandate includes making protection @ fhublic its highest priority in exercising its
licensing, regulatory, and disciplinary functiona/henever the protection of the public is incoresist
with other interests sought to be promoted, théggotamn of the public is paramount. (BPC § 9810.1,
19004.1)

Advisory Council Membership

The BEARHFTI Consumer Advisory Council (Councillawoluntary body which provides
information and guidance related to the industBE®\RHFTI oversees. Members of the Council
serve in an advisory capacity only and make paiag other related recommendations to the Bureau
Chief. According to the BEARHFTI, the purpose loé¢ {Council is to:

* Provide perspective and advice on consumer andahedues;
» Research and recommend creative solutions to caersamma industry problems;

» Advise the Bureau Chief on outreach efforts to comars, the public, licensees, and the
industry; and,

* Provide information and comments to the Bureau Ginea broad range of policy issues
including consumer education, industry outreach, ragulatory compliance.

The Council is currently comprised of 12 membeeses professional and five public, and all are
appointed by the Director of the DCA. The Counmdlls expanded in October of 2015 from nine to 11,



then again in December of 2017 to 12 members. Gdwencil aims to meet twice a year, at a
minimum. Since the Council is not statutorily mateti, there are no quorum requirements.
There are currently no vacancies on the Coundile most recent appointments include two
representatives of the household movers indudthe following is a listing of the Council members
and their backgrounds:

Term
Expiration
Date

Appointment
Date

Appointing

Name and Short Bio A

Pascal Benyamini, Public Member 10/1/2017 10/01/2019 Director of
Mr. Benyamini is an attorney and partner at DrinR&tdle & Reath DCA

LLP. Since October 2009, Mr. Benyamini has servedhe Board of
Directors for the California Furniture Manufactuéssociation, and
since July 2015, he has served on the Board otfire for the Los
Angeles Chapter of the National Tooling and MaahinAssociation.
Mr. Benyamini received his Juris Doctorate from thaversity of
California, Davis School of Law, and his Bachela&dbees, summa cun
laude, in Economics and French Studies, from thieedsity of
California, Los Angeles.

Sharon Bradley, Professional Member 02/1/2006 10/01/2019 Director of
For 13 years, Ms. Bradley has served as the CE@edflorth American DCA

Home Furnishings Association and the Executive Voesident of the
North American Retail Service Corporation, proviglieadership,
advocacy, and education to owners and managesneé lfurnishing
companies. Ms. Bradley holds a Master of Sciendgéuman Resource
Management.

Burt Grimes, Professional Member 10/1/2005 10/01/2019 Director of
Mr. Grimes started his company, Pacific West FumeitManufacturing, DCA

in 1979 and continues to successfully grow hisrmes, including
acquisition of Royal Mattress Manufacturing in 20M. Grimes
currently serves on the Board of Directors of tladifGrnia Furniture
Manufacturers Association, and has also servedessdent. Mr.
Grimes holds a Bachelor of Science degree in BasiAgministration
from the University of Northern Colorado.

Christopher Higdon, Professional Member 12/01/2017 12/01/2019 Director of
Mr. Higdon is President and CEO of California MayiBystems and DCA

has served his company and the industry for overedds. He is active
in the community serving on the boards of the Saergto State Alumni
Association, Northeastern California Better BusinBsreau, California
Moving and Storage Association, and the Americarvikig and
Storage Association

Judy Levin, Public Member 10/01/2015 10/01/2019 Director of
Ms. Levin has worked in the non-profit arena fory2ars and for the DCA

last 7 years has led the Center for Environmengalltd, working for
corporations, and governmental, health care, agidehieducational
organizations to move the market towards saferymisd Ms. Levin has
recently been awarded the 2015 International lotédesign
Association Leadership Award of Excellence. Ms. ibewlds a Master
of Arts Degree in Social Work from the UniversitiyMichigan.

Michael Lipsett, Public Member 10/01/2017 10/01/2019 Director of
Dr. Lipsett worked in California state governmeuot fiearly 30 years, DCA

most recently as Chief of the Environmental Hehitrestigations
Branch in the California Department of Public HealHe played a
central role in establishing the state’s biomomitpprogram, which
evaluates toxic chemical exposures in Californsadents. He received
his M.D. degree from the University of Californian Diego.
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Dr. Donald Lucas, Public Member 10/01/2015 10/01/2019 Director of
Dr. Lucas currently works as a Combustion Scieatishe Lawrence DCA
Berkeley National Laboratory and the UniversityG#lifornia,
Berkeley. His research focuses on combustion bymtsdand has led tg
the development of diagnostic methods for the méagof toxic
combustion. Dr. Lucas holds a Ph.D. in Physicalrikgy from the
University of California, Berkeley.

Antoinette Stein, Public Member 10/01/2017 10/01/2019 Director of
Dr. Stein currently works with for the non-profihfironmental Health DCA

Trust. Dr. Stein brings 7 years’ work experienc&aneral Electric
Company (GE) where she worked in research and ojerent of
materials and processes including radiant barridrlew emissivity
coating technology for GE Medical Systems and Gieraft Engines.
She also brings 8 years work experience for thie StaCalifornia
working in the Department of Public Health in theviEonmental
Health Laboratory Branch and the Department of Garervices
Procurement Division in the Environmentally PrefdeaPurchasing
Unit. Dr. Stein holds a Ph.D. in Environmental Emgring from
University of Cincinnati.

Stephen McDaniel, Professional Member 10/01/2017 10/01/2019 Director of
Mr. McDaniel serves as the Assistant Executive @aeand Assistant DCA
General Counsel to the Service Contract IndustynCiv (“SCIC”), a
national trade association representing the intedsthe service
contract industry. Mr. McDaniel oversees SCIC'o#&# to enact and
monitor legislative, regulatory and administrataativity throughout the
United States. Mr. McDaniel focuses his practicet@nareas of service
contract, warranty, motor vehicle ancillary produealth care, and
insurance industries.

Brandon Wilson, Professional Member 10/01/2017 10/01/2019 Director of
Mr. Wilson currently serves as the Chief Complia@décer for DCA
MALOUF®, and has served in various compliance niraj, product
development, enforcement, and safety roles sine8.19r. Wilson
holds Bachelors of Science in English from Utahetaniversity.

Stephen Weitekamp, Professional Member 12/01/2017 12/01/2019 Director of
Mr. Weitekamp has been involved with the moving atadage industry DCA

since 1980. He has held several leadership positiod has served as
President of the California Moving and Storage Asstion (CMSA)
since 2006. He is also engaged with national atenational moving
and storage issues and serves as a member ofale dfadirectors for
the American Moving and Storage Association (AMSA).

Dr. David Yarbrough, Professional Member 10/01/2015 10/01/2019 Director of
Dr. Yarbrough has been active in the field of thermsulation for over DCA

35 years and is the author of over 150 technicalidh@nts on the
subject. Dr. Yarbrough is the founder of R&D, . Yarbrough holds
a Ph.D. in Chemical Engineering from the Georggitate of
Technology, and is a registered engineer in twmesta

Fiscal, Fund and Fee Analysis

BEARHFTI is a special fund agency whose activides funded through regulatory and license fees.
BEARHFTI does not receive support from the GenEuadd. As a result of the merger of the HFTI
and the EAR programs, BEARHFTI currently oversees separate funds: HFTI Fund and EAR
Fund. With the addition of the Household Moveregtam, BEARHFTI will separately administer the
Household Movers Fund as well. These funds audsed further in Issue #3 below.



All licenses under the EAR program are renewed altyyiand all licenses under the HFTI program
are renewed biennially, with the exception of thermal Insulation Manufacturer’s license which is
renewed annually. All licenses expire on the |ast of the month of expiration.

FEE SCHEDULE AND REVENUE - HFTI Program (List revenue in thousands)
0,

e [ T [ o B P e
Retail Bedding Dealer $140 $150 $46 $17 $23 $12 <1%
Retail Furniture Dealer $140 $150 $13 $20 $16 $57 1%
Retail Furniture/ Bedding Dealer $280 $300 $242 $284 $122 $247 5%
Custom Upholsterer $420 $450 $10 $10 $18 $11 <1%
Sanitizer's License $420 $450 $1 $1 $1 $1 <1%
Supply Dealer's License $625 $675 $2 $3 $5 $3 <1%
Wholesale Furniture/Bedding Dealer |  $625 $675 $10 $10 $18 $31 1%
Furniture/Bedding Manufacturer $750 $940 $78 $90 $108 $197 4%
Importer's License $750 $940 $477 $514 $567 $546 11%
Thermal Insulation Manufacturer $2,000 $2,500 $14 $14 $6 $14 <1%

Note: This table was taken from the Bureau of Edeit and Appliance Repair, Home Furnishings anéffimal Insulation’s 2017 Sunset Review Report

FEE SCHEDULE AND REVENUE - EAR Program (List revenue in thousands)
- ] . Statutory |[FY 2013/14FY 2014/15FY 2015/1€FY 2016/17% of Total
Initial Registration Fees Cllirtet = Limit Revenue| Revenue| Revenue| Revenue Revenue
Service Contract Seller $95 $95 $125 $146 $166 $148 5%
Service Contract Administrator $95 $95 $16 $1 $1 $1 <1%
Electronic Service Dealer $190 $205 $154 $132 $129 $136 5%
Appliance Service Dealer $190 $205 $41 $52 $57 $51 2%
gggwlg:natlon Electronic/Appliance Service $375 $405 $10 $4 $38 $18 1%

Note: This table was taken from the Bureau of Edeit and Appliance Repair, Home Furnishings anérfimal Insulation’s 2017 Sunset Review Report

BEARHFTI reports that at the conclusion of Fiscalay (FY) 2016/17, the HFTI's reserve was
approximately $3.1 million (7.0 months) and the E&\Reserve was approximately $2.8 million (11.9
months). While neither fund under BEARHFTI is reeqd to maintain a specified reserve level, the
DCA typically recommends that entities maintain-@ @ionth reserve in order to provide for a
reasonable contingency fund to absorb any unfonesests, such as costly enforcement actions or
other unexpected client service costs. BEARHFBuisject to BPC §128.5 which specifies that at the
end of any FY, any agency within the DCA that hasncumbered funds in amount that is more than
the agency’s operating budget for the next two EYequired to reduce fees.

As reported by BEARHFTI the total revenues antit@gefor the HFTI fund for FY 2017/18 is $8.095
million and for the EAR fund is $5.828 million. &hotal estimated expenditures for FY 2017/18 are
$4.984 million for the HFTI program and $2.701 ioiii for the EAR program.

BEARHFTI raised fees for all of its licensees (gxche Thermal Insulation Manufacturer’s license) -
HFTI licenses in September 2016 and EAR licensdsimuary 2017. Licensing fees are capped in
statute and additionally specified in regulatiohgcenses under the EAR program are renewed
annually and licenses under the HFTI program arewed biennially.
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Through the HFTI fund, BEARHFTI provided a loanthe GF in FY 2011/12. The loan was repaid in

FY 2013/14 with interest.

FUND CONDITION - HFTI

(Dollars in Thousands) Y Y FY Y Y Sy
2012/13 2013/14 | 2014/15  2015/16 = 2016/17 2017/18*
Beginning Balance $2,271 $1,847 $3,287 $2,606 $3,022 $3,054
Revenues and Transfers $3,879 $4,390 $4,103 $4,711 $4,768 $5,041
Total Revenue $6,150 $7,737 $7,390 $7,317 $7,790 $8,095
Budget Authority $4,648 $4,858 $5,024 $5,014 $4,866 $4,828
Expenditures $4,340 $4,454 $4,855 $4,433 $4,354 $4,984
Loans to General Fund $0 $0 $0 $0 $0 $0
Accrued Interest, Loans to General Fu| $0 $16 $0 $0 $0 $0
Loans Repaid from General Fund $0 $1,500 $0 $0 $0 $0
Fund Balance $1,781 $3,261 $2,530 $2,876 $3,054 $2,837
Months in Reserve 4.8 8.1 6.8 7.3 7.0 6.6

* Projected

Note: This table was taken from the Bureau of Edbeit and Appliance Repair, Home Furnishings anérfimal Insulation’s 2017 Sunset Review Report

and subsequently updated on February 26, 2018.

FUND CONDITION - EAR

(Dollars in Thousands) 20?2(/13 FY 2013/14 FY 2014/15 20?5:/16 20?6(/17 201C;;18*
Beginning Balance $1,935 $2,182 $2,378 $2,056 = $2,447 $2,848
Revenues and Transfers $2,373 $2,564 $2,199 $2,554 | $2,736 $2,980
Total Revenue $4,308 $4,746 $4,577 $4,610 | $5,183 $5,828
Budget Authority $2,412 $2,677 $2,841 $2,875 $2,945 $2,613
Expenditures $2,141 $2,370 $2,541 $2,170 $2,104 $2,701
Loans to General Fund $0 $0 $0 $0 $0 $0
Accrued Interest, Loans to General Fu $0 $0 $0 $0 $0 $0
Loans Repaid from General Fund $0 $0 $0 $0 $0 $0
Fund Balance $2,151 $2,365 $2,034 $2,436 $2,848 $2,962
Months in Reserve 10.8 11.2 11.2 125 11.9 124

* Projected

Note: This table was taken from the Bureau of Edeit and Appliance Repair, Home Furnishings anérfimal Insulation’s 2017 Sunset Review Report

and subsequently updated on February 26, 2018.

For the last four FYs, the HFTI program has expdrajgroximately 28% on enforcement, 8% on
licensing, 43% on administration, and 21% on DCA m@ta. The EAR program has expended
approximately 34% on enforcement, 16% on licensligp on administration, and 39% on DCA pro

rata.



Cost Recovery

According to BEARHFTI, cost recovery is rarely orele in administrative cases, as the disposition of
a case is typically a revocation. However for thoases where cost recovery is ordered (such as a
stayed revocation with a suspension); cost recoenften a term of probation. BEARHFTI utilizes
the Franchise Tax Board’s (FTB) intercept programlitensees if the business is a sole propriator o
a partnership model (those typically have socialsgy number or other tax payer identification
numbers associated with them). As noted, becaasw witations are issued for unlicensed activity-
where no identifying number exists-cost recovergtigh the FTB is not always successful.
BEARHFTI does not have the authority to seek cesbvery through statement of issue filings.

BEARHFTI does not have the authority to order tastin for the consumer, and instead recommends
settlements of refunds, reworks, and adjustmentiatsactions. BEARHFTI notes that since FY
2013/14, approximately $1 million has been returtedonsumers via refund, rework, or adjustment
as a result of filed consumer complaints.

Staffing

BEARHFTI has approximately 48 authorized staff poas (19 under the EAR program and 28.9
under the HFTI program) with multiple vacanciesha licensing, investigations and administrative
units. BEARHFTI has requested a staff increaseuijiin the Budget Change Proposal process as a
result of the addition of the Household Movers Paog effective July 1, 2018. Bureau staffing is
discussed further in Issue #4 below.

Licensing

Current licensees are not required to meet educatiexamination standards, but applicants for
licensure are requested to provide information &past criminal history. Licensees under the
Household Movers Program will be required to pasexamination and as a result, the BEARHFTI
will administer examinations for that division beging July 1, 2018. For all other programs,
applicants sign under penalty of perjury that tifermation provided in the application is true and
correct. Applicants who report past disciplinarformation are required to provide additional
documentation to BEARHFTI in order to determinéhié past criminal activity is substantially related
to the functions of the license being applied fadditionally, BEARHFTI searches internal records
for any criminal or administrative cases, citatioc@sumer complaints, or other actions previously
related to an applicant.

BEARHFTI does not have statutory authority to rexjueirrent or prospective licensees to comply
with fingerprint requirements. However, beginnihdy 1, 2018, it will have the authority to require
fingerprints only for those current and prospectigensees within the Household Movers Program.

BEARHFTI has established an internal timeframertpss all applications within 30 days.
BEARHFTI reports that it has met its internal timeghes by processing applications within 5-16 days
during the last FY.



Enforcement

BEARHFTI's established performance target for fitgastigation process is 180 days or less.
According to BEARHFTI, cases are prioritized basadhe level of consumer harm and business
practices. Average completion times range betv@®eto 100 days, with most cases being completed
within a 60-day period. BEARHFTI notes that outeoluntry cases may take longer to settle.

BEARHFTI reports that it has changed its enforcetnpencess since the prior sunset review. Prior to
2016/17, BEARHFTI utilized field staff to conduatsite inspections throughout the state. Now, in
addition to field staff, in-house staff reviews mess websites and advertisements to identify pialen
violations. BEARHFTI reports that this shift hased to improve daily operations, efficiency, and
response times. Cases identified as a high priaré referred to field staff, while routine compta

are handled in-house. Field inspectors continw®ialuct routine inspections for unlicensed agtivit
and address issues that cannot be handled thrbagh-house Compliance Unit. Currently,
BEARHFTI does not have a standard number of busesethat it investigates to determine whether
they are in compliance with the law. BEARHFTI rmbtbat many of its complaints are related to
invoicing or estimate documentation issues, serm#gract issues, and manufacturer’s warranties and
can often be addressed without field investigatweek. Although BEARHFTI receives many
complaints regarding manufacturer’s warranty issit@es not have jurisdiction over such
warranties.

BEARHFTI reports that the overall number of complaireceived has increased since the prior sunset
review, but complaints referred to field investigathave decreased because many issues are now
addressed through its in-house complaint procksaddition, BEARHFTI reports that in FY 2014/15

it implemented the $0 citation program, which pd®8 violators with 30 days to correct a violation
before a monetary citation or fine is issued. BEAR reports that this process is working well
because it allows BEARHFTI to provide outreach addcation to businesses in an effort to achieve
compliance; however, any subsequent violationdtresmonetary penalties as permitted under
existing law.

ENFORCEMENT STATISTICS

FY 2014/15 | FY 2015/16 | FY 2016/17
Complaints Received 2725 2665 2054
Closed 1035 1523 1062
Referred to Investigation 1656 1171 976
Average Time to Close 5 6 2
Pending (close of FY) 45 13 29
Source of Complaint
Public 1049 989 821
Licensee/Professional Groups 2 1 1
Governmental Agencies 11 20 6
Other 1676 1676 1233
Conviction / Arrest
CONV Received 2 0 0
CONV Closed 2 0 0




Average Time to Close 1 0 0

CONV Pending (close of FY) 0 0 0
LICENSE DENIAL

License Applications Denied 7 8 5

SOls Filed 4 2 4

SOls Withdrawn 3 0 0

SOls Dismissed 0 0 0

SOls Declined 1 0 1
Average Days SOI 451 0 449
ACCUSATION

Accusations Filed 1 0 0
Accusations Withdrawn 0 0 1
Accusations Dismissed 0 0 0
Accusations Declined 0 0 0
Average Days Accusations 330 0 540
Pending (close of FY) 0 1 0
CITATION AND FINE

Citations Issued 1495 1523 1134
Average Days to Complete 5 5 4
Amount of Fines Assessed $78,500 | $87,500 $380,415
Reduced, Withdrawn, Dismissed $34,250 | $28,150 $98,700
Amount Collected $26,000 | $22,850 $165,165
CRIMINAL ACTION

Referred for Criminal Prosecution 0 0 0
Inspections conducted 4,681 5,202 4,185

Note: This table was taken from the Bureau of Edeit and Appliance Repair, Home Furnishings anéffimal Insulation’s 2017 Sunset Review Report,
with clarifying information provided by BEARHFTI.

The table below shows the timeframes for the lagte years for investigations and formal discipline

Enforcement Timeframes FY 2014/15 FY 2015/16 FY 2016/17
Investigations: Average days to close 57 119 67
Discipline: Average Days to Complete 607 739 219

Note: This information was taken from the Bureatlettronic and Appliance Repair, Home Furnishiagsl Thermal Insulation’s 2017 Sunset Review
Report

The table below identifies the actual formal disoigry actions for the past three years.

Formal Disciplinary Actions FY 2014/15 FY 2015/16 FY 2016/17
Accusations Filed 1 0 0
Revocation 1 1 1
Voluntary Surrender 0 0 0
Suspension 0 0 0
Probation with Suspension 0 0 0
Probation 1 2 1
Probationary License Issued 0 0 0

Note: This information was taken from the Burea&lettronic Appliance Repair, Home Furnishings amrmal Insulation’s 2017 Sunset Review
Report
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The fine schedule for violations of EAR laws areaped under Title 16, California Code of
Regulations (CCR) § 2771, and the fines for seru@ract violations are specified in BPC §9855.8.
Fines are levied depending on the severity of thkatron, repeat violations, and can range anywhere
between $100 and $2000.

The fine schedule for violations of the HFTI laws apecified under 4 CCR § 1383.2 and BPC
819094. Fines are levied depending on the vialaticeach licensure category. For example, a
violation of labeling requirements can result ifire between $100 and $1000. The highest fines
levied under HFTI can be up to $2500 and are préuately assessed for violations of the
flammability regulations. BEARHFTI has not incredsts fine amounts since the previous sunset
review and reports that it deems the current feredule is appropriate for the types of violatitmet
occur. The average fine under the EAR progran2&0$nd $500 under the HFTI program. As
reported by BEARHFTI, the five most common reasimngssuing citations are:

* Unlicensed activity;

* Failure to meet flammability standards;

e Chemical statement notification violations;
* Labeling violations; and,

* Invoice and estimate violations

In the DCA’s annual report to the Legislature, &sareported that BEARHFTI assessed $383,916 in
fines, reduced $75,050, and collected $173,865.

Unlicensed activity continues to be an issue foumber of industries regulated by BEARHFTI. It is
unknown which licensing group has highest numbétsibicensed activity; however, BEARHFTI
reports that it receives the most complaints akend,issues the most citations to those engaged in
unlicensed electronic and appliance repair prastice

BEARHFTI notes that about 20 percent of businedsasot meet current licensure requirements. To
address the unlicensed industry, BEARHFTI utilibeth field inspectors and internal investigations.
Internal staffs use the internet to check for besses offering licensed services and field inspgcto
conduct routine inspections of businesses provitioegmsed services. Additionally, BEARHFTI
works with industry associations and relies on fipm licensees to combat unlicensed activity.
Enforcement efforts and unlicensed activity arewssed further in Issue #9 below.

Laboratory/Product Testing

California is one of two states in the nation @tducts laboratory testing and establishes
classifications for filling materials containedfurniture and bedding products. Laboratory tesiting
conducted for products under the HFTI program. rEs¢ of the country has looked to California for
technical expertise in determining the industrywdads. California’s licensees in these industries
typically produce products that meet Californiaighhstandards and distribute those products to the
rest of the nation. BEARHFTI has access to, ang imspect and test, any article of upholstered
furniture, bedding, or insulation, and may condesaize, or destroy any of those products thatrare i
violation of the law. While companies do not néedhave their products tested to receive a license,
staff may randomly select items for testing to datae if products are in compliance. BPC § 19200.5
authorizes BEARHFTI to open and inspect any artélepholstered furniture or bedding, including
pillows or cushions for inspection purposes to emslie materials comply with California’s product
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standards. Under current law, the BEARHFTI is remito reimburse the manufacturer, distributor,
or retailer for the actual cost of any article ample of filling material or insulation taken fasting.
However, if the product fails the test, then BEARHIS not required to provide reimbursement.
BEARHFTI has averaged approximately $10,000 in beireement costs for product sampling
annually during the last four FYs.

Between 2013 and 2017, BEARHFTI tested an annwexbae of approximately 350 samples of
upholstered furniture products (adult and juvenieattresses (crib and twin, etc.), bedding pragluct
(pillows, mattress pads, plumage products, amohgrs}, and thermal insulation products (i.e. boards
battings, reflective barriers, etc.). Upholstefwthiture and mattresses make up the largest stiare
those samples.

In 2018, BEARHFTI is projected to sample approxiehaB90 samples, including 330 upholstered
furniture samples and approximately 60 insulati@mgles. These samples do not include those
products which are tested by the Department of @oand Substance Control (DTSC), as part of SB
1019 (Leno, Chapter 862, Statutes of 2014) labalorgpliance for flame retardant chemicals.

Flammability Standards and the Implementation ofL8B9

At the time of the BEARHFTI's last sunset revievd $019 was simultaneously being considered by
the Legislature. That bill required the manufaetsrof upholstered furniture to include a label
indicating whether or not the product has addeadélaetardant chemicals, and provided BEARHFTI
with enforcement authority to ensure compliance. aXesult of this law, BEARHFTI in conjunction
with the DTSC coordinate those products to be ¢efstecompliance with California’s flame retardant
labeling standards. BPC 8§ 19094 requires BEARHBProvide the DTSC with a sampling of
products to be tested to determine if the labeliately states whether or not there are flamedatdr
chemicals in a particular product. BEARHFTI ispessible for annually determining the number of
products to be tested based on the financial resswavailable. BEARHFTI is responsible for paying
the costs for product testing and since 2015 itrbesbursed DTSC between $10,000 and $15,000
annually for compliance testing costs.

(For more detailed information regarding the resmhties, operation and functions of BEARHFTI,
please refer to its 2017 Sunset Review Reports fidport is available on its website:
http://www.bearhfti.ca.gov/forms_pubs/sunset 20df7)p

PRIOR SUNSET REVIEW: CHANGES AND IMPROVEMENTS

BEARHFTI was last reviewed by the Legislature tlglogunset review in 2013-14. During the
previous sunset review, 13 issues were raise@etrember 2017, BEARHFTI submitted its required
sunset report to the Committees. In this repddABHFTI described actions it has taken since its
prior review to address the recommendations madhe. following are some of the more important
programmatic and operational changes, enhanceraedtsther important policy decisions or
regulatory changes made. For those which weraddressed and which may still be of concern to
the Committees, they are addressed and more fisityisised under “Current Sunset Review Issues.”
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Revenues were increased with the passage of AB 1{Rwdley-Thomas, Chapter 187,
Statutes of 2015).

Standards were adjusted. The Committees directed BEARHFTI to reexaminesigndards,
especially its feather and down and labeling stedgjdo determine if 1) some of those
standards should be relaxed so that manufactuaersmeet them more easily, presuming
there is no appreciable impact on consumer sa?¢tstandards should be clarified or better
advertised; or 3) its penalties for home furniskiagd thermal insulation violations, which
average $500, are too low to act as a proper @eierr

In January 2015, the TB 117-2013 standard was immgaiéed replacing TB 117. The Bureau
anticipated that the failure rate, based on the stawdard, would range between 5-10
percent. The current failure rate for TB 117-20a8ples is 6.8%; therefore actual
compliance rate is within the previously estimgtadameters.

The Bureau reports that it is currently evaluatwgpting the sliding scale maximums for
damaged feathers for blended waterfowl featherdaweh products which will provide more
realistic and obtainable results for the plumagkistry and which BEARHFTI does not
believe will cause economic or health and safepahds to the consumer.

The Bureau reports that it is also evaluating anmgnegulations to reflect a more stringent
oxygen number not exceeding 10 grams of oxygerd @@)000 grams of sample. The update
will reflect what is accepted internationally arahsidering the upmost cleanliness for the
consumer as 10 grams of oxygen per 100,000 granmsap®le is a cleaner plumage product.

BEARHFTI held a workshop in February 2017 regargingposed regulatory amendments to
product labeling requirements. Some of the iterssudised during the workshop were
antiquated requirements; propose new law label plesnadding definitions, and clean-up

of obsolete passages. The Bureau plans to sulmegiudatory proposal to amend current
labeling requirements in the summer of 2018.

BEARHFTI complied with the requirement to provide a report to the Legislature.

During BEARHFTI’s last sunset review, the Commigiégentified a number of questions
related to the current regulatory oversight andcstre of BEARHFTI including whether
BEARHFTI should switch to biennial license renewfalsall licenses; whether BEARHFTI
should deregulate or streamline market segmentsthehBEARHFTI should continue to
offer certain home furnishings licenses; whetherBEARHFTI should consolidate license
types that are highly similar or are infrequentbed; whether BEARHFTI should deregulate,
consolidate, or issue stand-alone licenses toizarstand custom upholsterers with another
license type.

AB 2740 (Bonilla, Chapter 428, Statutes of 2014jure=d the above mentioned issues to be
addressed in a report submitted to the Legisldiyréuly 1, 2015. In order to answer the
guestions raised by the Committees, BEARHFTI catdhwith CPS HR Consulting to
perform a market condition assessment on the spéssiies identified. CPS HR Consulting
conducted interviews and/or surveys with BEARHFHmagement, Advisory Council
members, industry officials, and a representatarafde of California consumers to gather
information for the assessment. This report exachalkeof the above questions. BEARHFTI
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submitted its findings in the supplemental repResponse to Issues and Recommendations
Pursuant to the Bureau of Electronic and AppliaR&pair, Home Furnishings and Thermal
Insulation 2014 Sunset Reviews a result of the findings from the report, BEARHMRas
raised two new issues in 2917 Sunset Review Repmrtiuding licensure renewal and
combining licensure categories which are discugseubre detail below.

BEARHFTI has a new Bureau Chief.
BEARHFTI's current Bureau Chief, Nicholas Oliverasvappointed by the Governor in
October of 2017.

BEARHFTI updated its website in April 2016.

BEARHFTI updated its website as part of216 Outreach Plamvhich was developed in
response to the issues identified in the 20EBket Condition Assessment Final Repohs
part of the outreach plan, BEARHFTI updated its sviehbto remove duplicative pages and
content, bring increased visibility for accessingortant consumer information and
publications including enforcement related datal eneate a more user-friendly site.
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CURRENT SUNSET REVIEW ISSUES FOR THE
BUREAU OF ELECTRONIC AND APPLIANCE REPAIR, HOME
FURNISHINGS AND THERMAL INSULATION

The following are unresolved issues pertaining EABRHFTI or areas of concern that should be
considered, along with background information facleissue. There are also recommendations
Committee staff have made regarding particularessr problem areas BEARHFTI needs to address.
BEARHFTI and other interested parties have beewigea with this Background Paper and
BEARHFTI will respond to the issues presented dedrécommendations of staff.

BEARHFTI ADMINISTRATION ISSUES

ISSUE #1: (BreEZe) BEARHFTI continues to use outd&@d information technology systems and
other standalone programs in lieu of BreEZe. Whais BEARHFTI's technology future? Have
information technology needs changed with the addan of the Household Movers Program?

Background: DCA has been working since 2009 on replacing mlgtantiquated standalone IT
systems with one fully integrated system. In Seyter 2011, DCA awarded Accenture LLC with a
contract to develop and implement a commerciatlogt-shelf IT system, commonly referred to as
BreEZe. BreEZe was intended to provide appliceking, licensing, renewals, enforcement,
monitoring, cashiering, and data management capesil In addition, BreEZe is web-enabled and
designed to allow licensees to complete and sudppications, apply for renewals, and pay the
necessary fees through the Internet. The pubhatso file complaints, access complaint statud, an
check licensee information.

The project plan called for BreEZe to be implemdnitethree releases. The first release was
scheduled for July 2012. BEARHFTI was originaléheduled for inclusion in Release 3 of the
project. Under Special Project Report 3.1, whiatived the changing scope and cost of the BreEZe
project, Release 3 was removed from the projeatedyin 2015.

DCA currently has no formal plan to expand BreEZéhe 19 boards originally included in Release 3.
Instead, DCA first intends to conduct a cost-berefalysis for Release 3 boards and then make a
decision about whether programs previously slabedRElease 3 of the project will come onto BreEZe
and, if so, how that will be implemented. It ig otear whether the system has been evaluatedeb me
the needs of Release 3 entities like BEARHFTI, mainyhich are facing significant operational
challenges due to their lack of dynamic IT capacity

According to BEARHFTI, in August 2017, staff mettwDCA'’s Chief Information Officer and
Executive Office and agreed on a phased-in apprbaghnning with an inventory and
documentation of existing licensing and enforcenierisiness processes. Outputs from this analysis
will serve as key inputs to the Project Approvdeticle process. BEARHFTI advises that it will
work with DCA and the California Department of Taology to evaluate all alternatives prior to
selecting the best technology response, a strategBEARHFTI states is consistent with DCA'’s
Strategic Plan for all Release 3 boards and burealisough no “bridge system” is being utilized,
several workarounds are currently being used isfggirogram requirements or needs that cannot
be met by current legacy systems.
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BEARHFTI reports in the two tables below (Tablentl & able 2) the amount that it has expended on
the BreEZe program.

BreEZe Costs (Table 1)

FY 2013/14 FY 2014/15 FY 2015/16 FY 2016/17 FY 2017/18*

$147,434 $75,378 $72,778 $179,692 $147,000 (projected)

Note: This table was taken from page 19 of the 8u Electronic Appliance Repair, Home Furnishiagsl Thermal Insulation’s 2017 Sunset Review
Report

During the 2014 sunset review, Committee staffechihe issue of BreEZe. At that time, Committee
Staff recommended BEARHFTI update the Committeesiatine current status of its implementation
of BreEZe including expecting start dates, new finmalities, additional costs, and any existing or
expected declines in serve levels and licensingeaforcement backlogs. AB 2740 required
BEARHFTI to report back to the Committees on tlas of its implementation of BreEZe, including
whether the system will accommodate its currentfahde needs. In BEARHFTI'2015 Report to
the Legislatureit provided the following concerning BreEZe.

“At present, the Department continues to supp@tBhbreau’s legacy systems as the Bureau’s
transition to BreEZe in Release 3 is not currestiyeduled. The Department will conduct a formal
cost-benefit analysis of BreEZe, in conformancéliie State Auditor’'s Report, prior to moving
forward with Release 3. Unless the cost-beneftyans indicates otherwise, the goal remains to
have a single integrated licensing and enforcemsgstem. The Department and Bureau are
awaiting the outcome of that analysis prior to piag the Bureau’s transition to BreEZe. The
Bureau has paid a share of the initial hardwaresanfitivare investment costs, and will continue to
contribute to the remaining non-Accenture projexdts, but will not pay Accenture project costs
for Release 1 and 2. BreEZe project costs areatidcamong the boards and bureaus based upon
their respective share of the Department’s ovarahual initial licensing application and license
renewal transactions.”

BEARHFTI included Table2 in it2015 Report to the Legislatuvehich specified the BreEZe cost
breakdown for each of the programs (EAR) and (HFTI)

BreEZe Costs (Table 2)

Total Costs % of EAR Costs % of Total HFTI Costs % of Total
Total Budget Fund Budget Fund Budget
FY 2013-14 | $147,434 2.15% $60, 955 2.56% $86,479 1.93%
FY 2014-15 75,378 0.94% $29,305 1.02% $46,073 0.90%
FY 2015-16 | $208,307 2.69% $82,397 2.92% $125,910 2.55%
FY 2016-17 | $183,677 2.33% $72,560 2.54% $111,117 2.22%

Note: The information for this table was taken frpage 25 of the Response to Issues and Recomnmredatirsuant to the BEARHFTI's 2014 Sunset
Review [Section 12, AttachmentC.1]

With the exception of FY2013/14and2014/15 the reported BreEZe costs provided by BEARHFTI
are inconsistent, making it difficult to determitie actual costs associated with the IT projectaand
continued support for the program.
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Staff Recommendation: BEARHFTI should update the Committee about the cent status of its

IT program. How will the addition of the Householilovers Program impact BEARHFTI’s

current technology needs? Also, BEARHFTI shouldm@ain why its projected 2017/18 costs for
BreEZe are expected to be higher than 2014/15 afd®216 and why BEARHFTI paid a higher

cost in FY 2016/17 given that it will never utilizee system and to date, does not have a new I pla
in place? Also, BEARHFTI should try to provide thaccurate costs for FYs 2015/16 and 2016/17.

ISSUE #2: (DCA PRO RATA). What services does thEAR program receive from the DCA
that would lead to a 50% higher Pro Rata expenditue than the HFTI program?

Background: DCA'’s utilization of pro rata continues to be@mgoing issue for the Legislature and
the Committees. BPC § 201 authorizes the Diregfttine DCA, with the approval of the Department
of Finance, to charge boards and bureaus for estthaiministrative expenses, commonly referred to
as Pro Rata. Currently, all DCA entities are scidje pay “pro rata” in order for the DCA to proeid
centralized administrative services to all of itglds, committees, commission and bureaus, ingudin
BEARHFTI. Pro rata shares fund numerous DCA-wigleises including call center services,
complaint resolution, and correspondence unitaceéall boards, bureaus, commissions and
committees under the jurisdiction of the DCA ari-&eded programs, meaning funds are paid solely
by the fees collected from licensees, the issygmfata and the administrative charges to DCA
programs has long been a subject of scrutiny tarerthat each entity is charged the fair and
reasonable amount for services rendered by the DE&Asuch, pro rata expenditures are often
examined as a part of the sunset review process.

In 2014, BEARHFTI reported that the EAR programre@pproximately 37% of its budget on pro
rata and the HFTI program spent approximately 19%s doudget on pro rata expenses. The issue of
pro rata was raised during BEARHFTI's 2014 sunseiew. During the prior sunset review, the
Committees recommended that BEARHFTI discuss whétheould achieve cost savings by dealing
with more of its consumer complaints in-house tigtoit’'s cite and fine authority”At that time, the
Committee staff background paper recommended tBARBHFTI advise the Committees on how pro
rata calculations were determined, including aryaigof services received from the DCA. This
information request was ultimately included in AB4D (Bonilla, Chapter 428, Statutes of 2014)
which required the BEARHFTI to report to the Legtsire on a number of issues in 2015.

In response to the Committee’s request, BEARHFTéadhat in July of 2016, an interagency
agreement was entered into with the DCA, whichdfamed three Consumer Service Representative
positions from the Department’s Complaint Resoluftvogram (which is no longer operational) to
BEARHFTI. In July 2017, BEARHFTI's authorized ptishs were increased through a budget
change proposal, which added one Consumer SerepeeRentative position to HFTI's budget and
two Consumer Service Representative positions tB’EAudget. Those positions provided
BEARHFTI with in-house complaint service capabggiand are reported to reduce the pro rata costs
paid to the [DCA]. The Consumer Service Represemt@ositions have since been reclassified to the
Staff Services Analyst classification and redirddie BEARHFTI's Enforcement Unit to combine
duties and maximize resources. The Bureau repartedt savings of $291,000 in FY 2016-17
resulting from the interagency agreement.

However, BEARHFTI reported in i3017 Sunset Review Reptirat the HFTI program was charged
21% of its budget for pro rata and the EAR progreas charged 41% (both increases from the
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previous year reported by BEARHFTI). BEARHFTI s@that it anticipated a reduction in pro rata of
$277,000 in FY 2017/18 and on-going.

The FY 2017/18 projected costs for both EAR and HHiro rata costs were not included in
BEARHFTI's 2017 Sunset Review Repdrtit in the DCA’s annual pro rata report to thgistature, it
is projected that the EAR program will spend 22%darease) of its budget on pro rata, while the
HFTI program will spend 20% (an increase) of itslgpet on pro rata costs.

The pro rata expenditures reported by BEARHFTI iarntthie DCA’s annual pro rata report to the
Legislature are inconsistent. As a result, itifBailt to identify the true expenditure figuresrf
BEARHFTI's pro rata shares are. In addition, itrelear how the addition of the household movers
will impact pro rata expenses.

DCA Reported Figures BEARHFTI Reported Figures
2015/16 2016/17 2015/16 2016/17
EAR: 37% EAR: 34% EAR: 35% EAR: 41%
HFTI: 20% HFTI: 18% HFTI: 19% HFTI: 21%

Staff Recommendation: BEARHFTI should advise the Committees on the presdor calculating
pro rata expenditures for both the EAR and the HFprograms. In addition, BEARHFTI should
advise the Committees on the services it anticipattlizing from the DCA for the home movers
program and what the anticipated pro rata costs &eected to be given that the transition will
include assistance from the CPUC. Further, BEARHF$hould explain to the Committees whether
or not the projected reductions for FY 2016/17 wexreer realized and if the same expenditures are
expected for 2018.

ISSUE #3: (FUND ADMINISTRATION) BEARHFTI administe rs two separate funds (EAR and
HFTI). How does the Bureau effectively manage thisffort? What steps is BEARHFTI taking
to prepare for the administration of a third practice act and fund?

Background: Similar to a multitude of other boards and buseaiihin the DCA, the BEARHFTI is
comprised of two, once separate, regulatory estitiss a result, when the EAR and the HFTI
collapsed their separate structures into one, BERRHKvas tasked with overseeing two separate funds
and two regulatory programs (the EAR program aedHRTI program). Currently, BEARHFTI treats
both programs separately with respect to fundirg@ogram administration. Clearly, there are areas
where services may overlap including enforcemésgnking, and administration such as rent,
supplies, and executive staff, among others. Withaddition of household movers, BEARHFTI will
be responsible for three separate regulatory pnogjiand three separate funds.

Merging the funds and or practice acts of nume@U# regulated entities has been trending during
past sunset oversight. In 2011, SB 933 (Runneap(hn 449, Statutes of 2011) combined the acts
applicable to speech -language pathologists, angigilk, and hearing aid dispensers and combined the
funds from each of the previous regulatory entitteseflect regulation by one board. AB 180 (Bamill
Chapter 395, Statutes of 2015), combined the aqikcable to the cemetery and funeral acts and
merged the funds from each of the previous regdlatgities under the Cemetery and Funeral
Bureau's jurisdiction. AB 179 (Bonilla, Chapter055tatutes of 2015) combined the funds of the

18



vocational nurses and the psychiatric technicianteuthe Board of Vocational Nursing and
Psychiatric Technicians. AB 177, (Bonilla Chapt2B4Statutes of 2015), consolidated the separate
funds of the Board of Professional Land SurveyBrgjineers, and Geologists.

Given the BEARHFTI’s licensee landscape, mergiragfice acts or funds may or may not be
beneficial, however, BEARHFTI should advise the @uittees and stakeholders on its administrative
efforts to ensure appropriate accounting figureséomany different funds.

Staff Recommendation: The BEARHFTI should advise the Committees on it©pesses and
procedures to ensure administrative and other chesgare correctly attributed to the correct fund.
In addition, the BEARHFTI should advise the Commetes on its accounting methods for separate
administrative services between the two programsjuding its plans to for the administration of
the Household Movers Fund.

ISSUE #4: (STAFFING). How is BEARHFTI addressing &affing shortages, especially in the
field representative classification?

Background: BEARHTI reported in it2017 Sunset Review Repdhat the “overall vacancy rate has
now risen to 15 percent compared to nine perceRYi2013-14 primarily due to field staff
transferring to other positions and the retirentdrgenior field staff”.

Further, BEARHFTI reports challenges with fieldfstacruitment because those positions are
specialized and require candidates to meet mingdatational or experience requirements related to
BEARHFTI's specific industries. Even with admimghg a continuous examination to broaden its
candidate pool for the Field Representative angdator classifications, BEARHFTI reported that it
has seen minimal interest from qualified applicartarther exacerbating this issue is that candglat
must come from specific regions or territory of athithe inspector is needed. As of December 2017,
BEARHFTI noted that it was actively recruiting fpositions and is working with the DCA to help
address the personnel shortage. Currently, BEARId&iisidered a 24-month pilot program to use an
alternate classification to provide a wider ranfjelgible candidates, centralize core functiond an
allow for cross over between the EAR and HFTI paogs, rather than limiting the duties to one
program or the other.

Staff Recommendation: BEARHFTI should advise the Committees on any adialiial recruitment
or staffing issues and, further should advise the@@mittees on any success it has had in increasing
field inspector staff and what, if any, other chaag are necessary.

ISSUE #5: (OUTREACH). How is the public made awag of BEARHFTI'S consumer protection
efforts? What improvements should be made to ensarconsumers, the public and regulated
entities know about BEARHFTI's actions?

Background: BEARHFTI helps to maintain consumer protectiorelguring that consumers receive

the appropriate repair services for which theypagng for, set industry standards for the saféty o

manufactured upholstered products, and ensurethiiatublic is protected from unscrupulous sales,

service contracts, and repair practices. AccorthrlEARHFTI's2013-2017 Strategic Plan

BEARHFTI licenses and regulates almost 40,000 conegaacross the globe from small single-person
19



businesses to major corporations. The staff liekagister companies, inspect businesses, ensure
compliance with laws and regulations, conduct itigasions, test products to ascertain if they meet
the required standards, conduct research and geweltt, educate applicants and registrants, and
initiate disciplinary action against companies wloonmit egregious violations- and beginning July 1,
2018, BEARHFTI will expand to include the regulatiof the household moving industry.

In the Market Condition Assessmdfinhal Report,it was widely reported that BEARHFTI needed to
provide stronger outreach to enhance visibilitynowunication, and information regarding its
regulatory programs. Consumer feedback presentttht same report also noted that BEARHFTI
had to cancel advisory committee meetings, thelefigg important industry stakeholder
participation. Further, industry feedback noteat BEARHFTI needed to improve outreach and
industry/consumer education. As the licensure fanogfor household movers transitions to
BEARHFTI, outreach and consumer awareness effattgevcritical.

To address concerns of low consumer awareness, BIEARcreated 2016 Outreach Plam

February of 2016, and stated that it was preparehb tthings such as increase the number of advisory
committee meetings to three annual meetings torensensees and stakeholders are apprised of its
activities; update its website to be more usemtiig and provide relevant information; create catfe
materials, including content on a YouTube site; enadaterials available in additional languages; and,
conduct outreach at community events. BEARHFTIrasle updates to its website and has posted
pertinent information about the EAR and the HFTdgrams, as well as posting disciplinary actions.
BEARHFTI also reports that it has revised its ingma procedures to increase compliance.

Although BEARHFTI updated its website in 2016 whiolade it more user-friendly and provided
enhanced information and resources for consumengt &loth the HFTI and EAR programs, there is
currently no information provided about the Houddhdovers Program. In addition, BEARHFTI

does not currently webcast its Council meetings/ethe important issues that the Council advises
on, and the extensive knowledge of industry andsiny-related issues provided by Council members,
providing better consumer access to these impomtaetings could benefit both consumers and
industry.

Webcasting is a commonly used and helpful toolit@nsees, consumers, and other stakeholders to
monitor boards or bureaus in real-time and betetiggpate when unable to physically attend
meetings. Webcasting provides greater acces®furners and licensees alike and also improves
transparency and provides a level of detail thahoabe captured in the meeting summaries or posted
information on a website. Currently, BEARHFTI doex provide for the webcasting of Council
meetings.

Staff Recommendation: BEARHFTI should advise the Committees on its pregs to enhance

public outreach and consumer and industry awarene®EARHFTI should advise the Committees
on when it will add information to its website regfing household movers and if there are any plans
to webcast future Council meetings. In additiom should advise the Committees on its commitment
to conducting three advisory committee meetings ypear.
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ISSUE #6: (HOUSEHOLD MOVERS PROGRAM) Is BEARHFTI p repared for its new
oversight role of the household movers program?

Background: SB 19 (Hill, Chapter 421, Statutes of 2017), reetboversight of the Household

Movers Program from the jurisdiction of the PUC arahsferred it to the Division of Household
Movers under the jurisdiction of BEARHFTI. UndeP8 § 19225.5(h), a household mover is defined
as including “every corporation or person, thesskees, trustee, receivers or trustees appointadyoy
court whatsoever, engaged in the transportatiosdorpensation, or hire as a business by means of a
motor vehicle or motor vehicles being used in thadportation of used household goods and personal
effects over any public highway in this state”.

In order to obtain a license as a household goadgec, an individual will be required to submit an
application, pay a fee, pass an examination whitlhoer established by BEARHFTI, provide a copy

of workers compensation insurance (if employingspas), submit to a fingerprint background check
through the Department of Justice and provide exadef the appropriate insurance or bond coverage.
Application processing for household movers willlbere comprehensive than the application
processing of BEARHFTI's current licensing popwati For example, in order to obtain a Thermal
Insulation Manufacturer License, an applicant nfilistut a two-page application (sign under penalty
of perjury that the information on the applicatisrcorrect) and pay a fee. Also, current licensees
under BEARHFTI’s jurisdiction are not required taneply with fingerprinting requirements as part of

a background check.

BEARHFTI currently utilizes field inspectors andhouse inspectors for its current enforcement
programs. BEARHTI reported in iB)17 Sunset Review Repdhat the “overall vacancy rate has
now risen to 15 percent compared to nine perceRYi2013-14 primarily due to field staff
transferring to other positions and the retirentdrgenior field staff”. Under the new Household
Movers Act, BPC 819260.2 permits BEARHFTI to hageess to records for investigative and
inspection purposes; and, BPC § 19260.3 permitsBHHAT | employees to inspect and examine any
lands, buildings, equipment, accounts, books, tecand other documents for household movers.

An inspection program is important for consumertg@etion as it helps to ensure compliance with
licensing laws. In the conclusion of BEARHFTI'S\I@, 2015 report to the Legislature, BEARHFTI
acknowledged it needed to “increase the number lobl@dsaler, Importer, and Manufacturer
Compliance inspections”. In addition, thkarket Condition Assessment Fine Report 26daducted
by CPS HR Consulting at the request of BEARHFTEeddhat “the Bureau’s limited number of
inspectors and lower visibility to consumers hasilted in less efficient consumer protection.” Mét
current shortage of inspectors for its currentrigieg program, it is important for BEARHFTI to
provide its administrative plans for the househulavers program to ensure proper oversight.

As noted previously, BEARHFTI already oversees twals, HFTI and EAR. With the addition of
the Household Movers Program, BEARHFTI will haveatihminister three separate funds for multiple
licensure categories, enforcement, pro rata, amer @dministrative expenses.

BPC § 19229.1 places new requirements on BEARHETated only to the Household Movers
Program including: 1) holding application workshdpspotential applicants around the state; 2)
implementing electronic case tracking of complaiB)amplementing a process for timely
enforcement against illegally operating househotdens; 4) maintaining relationships and implement
outreach and education programs with local law eefment, district attorneys and airports; and, 5)
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meeting with household trade associations annuathgng other requirements. Although BEARHFTI
has an advisory council with industry and publionmber composition, it is not required to meet a
designated number of times per year, and in the BEARHFTI has acknowledged challenges with
holding meetings. The addition of the Household/bts Program will require BEARHFTI to meet
with industry trade associations at a minimum cagear, a requirement BEARHFTI does not have to
meet for its other licensing groups.

Staff Recommendation: BEARHFTI should advise the Committees on its cuntepreparation
efforts for adding the household movers program wedts jurisdiction and any anticipated
challenges associated with meeting the requiremesft8PC § 19229.1.

BEARHFETI LICENSING ISSUES

ISSUE #7: (LICENSE TYPE CONSOLIDATION) Should BEARHFTI consolidate or eliminate
license types to improve efficiency?

Background: The regulatory landscape of BEARHFTI evolvediidey to stay current with
technological advances. Particularly within thelgmce repair industry, where at one time, people
would repair a broken toaster or a television, Wslenarket allows consumers to easily purchase new,
lower cost appliances, rather than have to seeknep

The issue of license types and consolidating liesrie avoid confusion for licensees and
administrative efforts was raised during BEARHFTgI®vious sunset review. At that time,
Committee staff noted that the larger the numbéicehsure categories and overlap of license dgtivi
the more confusing for licensees and the administraf regulatory programs. BEARHFTI currently
issues a Retail Furniture Dealers License, (2,@&hsees), a Retail Bedding Dealers License (1,960
licensees) and a combination Retail Furniture aeddig License (11,879 licensees). The fees for
independent furniture and bedding retailer licerssescurrently $150 while the combined
furniture/bedding retailer license is $300. Itieclear why the combination retailer license iscehe
amount of the independent retailer licenses. kample, are there additional inspections or other
administrative costs associated with the combindicznse?

AB 2740 required BEARHFTI to conduct market cormhtassessments to study both the EAR and the
HFTI markets to determine if the current statuted egulations reflect the needs of the markets,
where risk to consumers is the greatest, and whetirginued regulation is clearly necessary against
all segments of the market. With respect to theifure/bedding, furniture, and bedding retailer
license categories, the report noted that “accgrthrBureau management, there are more advantages
than disadvantages to instituting a single fureitaimd bedding license than keeping the curren¢ thre
licenses.” Those advantages included: 1) the BERRHvould not have to make adjustments if a
licensee decides to diversify their product lingtHere would be fewer licenses types and a reduced
workload for licensing and enforcement staff; ajdc8nsolidation would be consistent with other
license types in the past. The single disadvantagethe cost differential between the combined and
independent retailer license.

Under current law, EAR and thermal insulation maetidrer licensees are renewed annually and HFTI
licenses are renewed bienniallfhe Market Condition Assessment Final Report 2@ifed the issue
of the different renewal cycles for both prograni$ie report stated “the bureau licenses/registers
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approximately 39,500 licenses. About 45% of therises are renewed on an annual basis and 55% on
a biennial basis. If all the licenses were renear@dn annual basis this would result in larger and

more predictable annual revenue stream to payderations.” The report further stated that the
BEARHFTI reported an additional benefit as it wobklp to increase enforcement effectiveness by
catching unlicensed businesses. In the conclufi&EARHFTI's 2015 Report to the California State
Legislature,it was stated that this is an issue that the Laggist may wish to examine during
BEARHFTI's 2018 sunset review. While the discuasibave focused on EAR and HFTI programs
falling under an annual renewal cycle, the isswgerttd been raised for the household mover licenses,
which are currently biannual renewals.

Staff Recommendation: BEARHFTI should advise the Committees on any cahesiation for
consolidating license types, including merging tii¢holesaler, Importer, and Manufacturer License
into two license types and combining the FurnituB#¢dding Retailer, Furniture Retailer and the
Bedding Retailer license into one license. Additadly, BEARHFTI should advise the Committees
on any challenges associated with merging or comngating licenses. BEARHFTI should advise the
Committees on establishing an annual renewal cyfdeall licensees, and if there is consideration
for moving the household movers’ licensees to amaal renewal cycle.

BEARHFTI ENFORCEMENT ISSUES

ISSUE #8: (DISCIPLINARY GUIDELINES) Disciplinary G uidelines allow regulatory entities
within DCA to establish consistency in disciplinarypenalties for similar offenses on a statewide
basis and create uniform guidelines for violation®f a particular practice act. Guidelines are
used by Administrative Law Judges, attorneys, licesees and others involved in a regulatory
program’s disciplinary process. BEARHFTI's Disciplinary Guidelines have not been updated
since 1997. What is the status of updating these?

Background: The disciplinary guidelines for both the EAR a#idTI programs were last updated in
1997. BEARHFTI noted in it2017 Sunset Repaditat it is working to update its guidelines. buwid
be helpful for the Committees to understand whiairesf the BEARHFTI is undertaking to update
these guidelines, particularly efforts to ensued il license categories are reflected in these
guidelines, given the many changes to BEARHFTIiputatory landscape since 1997.

Staff Recommendation: BEARHFTI should advise the Committees on its effeto update
Disciplinary Guidelines.

ISSUE #9: (UNLICENSED ACTIVITY AND THE TELEPHONE D ISCONNECT PROGRAM).
BPC § 149 authorizes BEARHFTI to request for the diconnection of telephone services when
the telephone service is associated with the advisihg of unlicensed activity in any form of
advertisement. Is this a useful tool for BEARHFTIto address unlicensed activity?

Background: Unlicensed activity continues to be an issueBlBARHFTI and is one of the top
reasons BEARHFTI issues citations. While BEARHFgports that it cannot definitively identify the
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licensure category with the greatest amount ofcenked activity, it reports the most complaints
received and citations issued are for those engagealicensed electronic and appliance repair.

Under BPC 8149, if a specified entity, including/ARHFTI, has probable cause to believe that a
person is advertising and offering services thabih&he is not licensed or registered to perfoha, t
entity may issue a citation to the violator to stiop unlawful advertising and notify the telephone
company to disconnect the number in that unlawdwkestising. If he or she fails to comply with the
order of correction, the entity is required to hoRUC of the violation, and the PUC is mandated to
require the telephone provider for the violatodieconnect the telephone number listed in the
unlawful advertisement. Once the business conmtesompliance, e.g. citation is paid and license or
registration is issued or renewed, staff will samdemorandum to the telephone service provider that
the business is now compliant and needs to havehbiee number turned back on.

Historically, BEARHFTI reports it successfully uties the telephone disconnect to address unlicensed
activity, but with technology changes, advertisivagl expanded outside of telephone directories which
was limited in law. As a result, SB 1243 (Lieu,apter 395, Statutes of 2014), among numerous other
provisions, expanded the use of BPC § 149, by drogiall DCA entities with the authority to request
the disconnection of telephone services when teptiene service is associated with the advertising
unlicensed activity in any form of advertisemerdt just in a telephone directory as was previously
permitted. As BEARHFTI acknowledged, unlicensetivitg continues to be an issue. BEARHFTI
reports that it has an in-house investigative stdiith inspects businesses’ websites and
advertisements to identify violations for unlicedsetivity and others. While the BEARHFTI has
reported success in the past with the telephorm@uligect program, it is unclear what the current
enforcement-related statistics are for this program

Staff Recommendation: BEARHFTI should advise the Committees on it sucsdsr addressing
unlicensed activity through the use of the telepledisconnect program and whether or not
additional program changes are warranted? In addin, BEARHFTI should advise the Committees
on the number of business that come-into compliavegh licensing requirements as a result of the
utilization of the program.

ISSUE #10: (FLAMMABILITY STANDARDS). Update on Te chnical Bulletin (TB) 117-2013.
Are there compliance issues or product testing chiginges?

Background: In 1972, the California Legislature passed AB2 {Burton, Chapter 1183, Statutes of
1972) which required establishing flammability stards for upholstered products in California.
BEARHFTI was ultimately tasked with determining $kostandards along with enforcing for
compliance.

Flammability standards in California were develogadugh regulations in the form of a technical
bulletin—TB 117. TB 117 required that the concddl#ing materials of upholstered furniture
undergo individual and component testing to entheg pass an open-flame and cigarette smolder
test. The cover fabric of upholstery was requitedithstand a one-second small flame test and the
interior filling material was required to withstaeaposure to open-flame and smolder testing. While
this performance-based standard did not prescolberhanufacturers should have met the standard,
manufacturers typically complied with TB 117 byngfoam treated with flame retardant chemicals.
This applied to all upholstered furniture includijugenile products. Many other products were
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voluntary designed to comply with the standardarireffort to meet fire safety standards. Califarni
was the only state to have flammability standarabas a result, industry widely adopted Califorsia’
standards for all of their products, making thasedards a national trend.

In response to mounting concerns that the chemirsad in flame retardants were carcinogenic and
hazardous to human health and the environmenti, BEARHFTI was directed by Governor
Brown to revise the flammability standards for uiskered furniture. In addition to the health
concerns from the chemicals, BEARHFTI noted thatdkisting standard did not adequately address
the flammability performance of upholstered furratin an actual fire.

The revised regulations, TB 117-2013, became e¥fecin January 1, 2014 and manufacturers had
one year to comply with updated standards. Thetesting standards are based, in part, on the
American Society for Testing Material (ASTM stard)aand received input from industry,
stakeholders, and experts.

Current law (BPC 8§ 19161) specifically requiresmadlttresses and mattress sets manufactured
for sale in California to be fire retardant—meanihgse items must meet the open-flame test
adopted by the United States Consumer ProductyS@tenmission. Additionally, all other
bedding products that BEARHFTI determines to cbutie to mattress bedding fires must also
be resistant to open-flame ignition. In ordermswe compliance with California law,
BEARHFTI must conduct product testing. Accordind@EARHFTI, with the recent adoption
of TB 117-2013, there has been a decrease in iolsfeined furniture failure rates. Since TB
117-2013 took effect, BEARHFTI reports that failuates have decreased to approximately

2 percent.

Staff Recommendation: BEARHFTI should update the Committees on inspecttoand compliance
testing. Are all manufactures currently in compimee with the new standards? Are there any
outstanding issues that BEARHFTI has been made awax?

ISSUE #11: (LABELING REQUIREMENTS). SB 1019 tookeffect in 2014, requiring labeling
on certain products about the use of flame retardats. What is the status of SB 1019
implementation?

Background: In response to health and environmental con@sssciated with the use of certain
flame retardant chemicals in upholstered furnituimr€014, SB 1019 (Leno, Chapter 862, Statutes of
2014), was signed into law. That bill required mnfacturers of upholstered furniture to include lzela
on all of their products denoting whether or nattitem has added flame retardant chemicals in the
product.

As a result of BEARHFTI's updated California’s flamability standards, TB 117-2013, manufacturers
are able to meet flammability standards withouhggiame retardant chemicals which were
commonly used prior to 2014 in order to meet Catif@'s prior flammability standards. Although the
TB117-2013 allows manufacturers to meet the nendstals without the use of flame retardant
chemicals, it does not prohibit their use in Catifa products.

To achieve compliance with the labeling requirerag8B8 1019 established a mandatory testing
process administered by BEARHFTI and in conjunctigtth the Department of Toxics and Substance
Control (DTSC). BPC 8§ 19094(D) specifically reqgaBEARHFTI to provide the DTSC with a
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selection of samples from certain upholstered petedtinat state that “NO” flame retardant chemicals
on the label for compliance testing purposes. BBRRI must reimburse the DTSC for the cost of
testing and no later than August 1 of each FY, BEERI is required to assess its available resources
to determine the number of tests to be completédanFY. Enforcement for the labeling
requirements is under the jurisdiction of BEARHFRM fines are specified in statute (BPC §
19094(E)). Fines start at a minimum of $1000 fer first violation and can reach $10,000 for four o
more violations. Furthermore BEARHFTI is requitecprovide enforcement information for
violations of BPC § 19094 on its website. WhileAEHFTI does have enforcement related data
available on its website, no citations for violasoof BPC § 19094 are easily identifiable.

Staff Recommendation: BEARHFTI should advise the Committees on any comapkte or
enforcement issues related to SB 1019 (BPC § 190%ditionally, BEARHFTI should advise the
Committees on how it determines the appropriate rhenof tests for DTSC to conduct annually and
what, if any, factors cause the testing numberssioy. BEARHFTI should advise the Committees
on how it provides outreach and education to mancfiarers and whether or not it provides easily
identifiable information on its website regardingtations or enforcement outcomes.

PRACTICE ACT ISSUES

ISSUE #12: (SERVICE CONTRACT WORKING GROUP) BEARHF TI established a Service
Contract Working Group comprised of stakeholders aml industry members to help determine
which areas of law need updates, clarifications, aevisions, if any. What is the status of the
workgroup’s efforts?

Background: As part of the EAR program, BEARHFTI regulategiséered service contractors who
sell service contracts for the repair of a var@ftgonsumer products in California. Retailers are
required to hold a valid registration in order th as a service contract seller and those retailghs
multiple locations are required to have a sepasgistration for each location that sells service
contracts. Further, companies offering a contvacthe internet must also have a registration for
contracts sold to California residents. Servicetarts generally provide for the pre-paid repair o
replacement of specified consumer products.

The regulation of service contracts under BEARHETJuUirisdiction began in 1993 in response to
service contract administrators selling serviceti@mts without the appropriate financial backinfg.

the onset of regulation in California, service caots were specific to consumer electronic equigmen
and home appliances. Since the early 1990’'s ebelation of service contracts has evolved to keep
pace with new technology. Today, there are a yaokconsumer products for which service
contracts are available, including furniture, alecics, appliances, home healthcare products, jgwel
fitness equipment, and most recently, eye wearngmaany others. In California, the products that
are included in the definition of service contradtaye expanded overtime on a case-by-case basis. |
order to authorize a service contract to be sottl wiproduct, legislative approval is necessatye T
most recent product authorized for a service cohtras the result of AB 480 (Calderon, Chapter 421,
Statutes of 2013) which included optical produntthie current definition of a retail service contra
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Laws pertaining to service contracts and warrargies fall under the jurisdiction of the Song-Bdyer
Act (Civil Code § 179t seq) which was originally established to regulate naaty products which
are separate from service contracts. A warrantypigally included in the price of the item, whasea
service contract comes at an additional cost. i&eoontracts are separate and apart from a
manufacturer’'s warranty in that it is an addition@in purchased separately from the product.
Additionally, warranty products are regulated thgbuhe insurance code, while service contracts are
regulated in BPC § 985& seq.

Upon completion of the market condition assessmeaniired by AB 2740, BEARHFTI determined
that it needed to conduct an additional assessaie¢he service contract industry. In order to prdev
an appropriate review of the industry, BEARHFT laddished a “Service Contract Working Group”
(SCWG) comprised of stakeholders and industry mesiieehelp determine which areas of law need
updates, clarifications, or revisions, if any. T@WG was comprised of 8 members including
representatives from: Macy’s; Best Buy; Profesdi@®vicers Association of California; Cozen
O’Connor; Meenan Law Firm/Service Contract Indugkuncil; the California Department of
Insurance; BEARHFTI's Advisory Council; and, theli@ania Retailers Association.

The SCWG recently released a report tifRmtommendations of the Service Contract Workingiro
That report provided a number of recommendationstanges or revisions within the service contract
regulatory program. Some of those recommendatimhsde, but are not limited to, ensuring product
cancellation of coverage consistency (making a@peaancellation period consistent across products);
2) reviewing the jurisdiction of products whichsee contracts can be offered, 3) creating a better
definition between service contracts and insuraand;4), updating insurer’s notification requirensen
to BEARHFTI. There have not yet been changesatutiry updates stemming from the SCWG'’s
recommendations. It would be helpful for the Cortteais to better understand the impacts of
proposed changes and determine what updates,,ihayld be made.

Staff Recommendation: BEARHFTI should advise the Committees on the SCVE@fforts,
including any potential impacts to consumers, thelyic or licensees that BEARHFTI anticipates
from implementing any of the recommendations of tB€EWG's report.

ISSUE #13: (TECHNICAL CHANGES MAY IMPROVE EFFECTIV ENESS OF THE ACTS
ADMINISTERED BY BEARHFTI AND BEARHFTI OPERATIONS.) There are amendments
to the Acts BEARHFTI administers that are technicalin nature but may improve BEARHFTI
operations and the enforcement of the various praate acts.

Background: There are instances in the various acts admieistey BEARHFTI where technical
clarifications may improve BEARHFTI operations auplication of the statutes governing the
BEARHFTI's work.

Staff Recommendation: The Committees may wish to amend the various pi@chcts to include
technical clarifications.

CONTINUED REGULATION OF THE ELECTRONIC AND APPLIANCE
REPAIR, HOME FURNISHINGS AND HOUSEHOLD MOVERS INDUSRIES BY
THE BUREAU OF ELECTRONIC AND APPLIANCE REPAIR,
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HOME FURNISHINGS AND THERMAL INSULATION

ISSUE #14: (CONTINUED REGULATION BY BEARHFTI). Sh ould the licensing and
regulation of electronic and appliance repair, homdurnishings and thermal insulation, and
household goods carriers be continued and be reguéa by the BEARHFTI?

Background: Although the BEARHFTI reports a decrease in exdarent-related actions, there are
still a substantial number of complaints being nee@ and investigated by BEARHFTI and a number
of enforcement activities with respect to out-oftotyy, out-of-state, and unlicensed activity that
warrants BEARHFTI’'s continued regulation. BEARHFTiole in ensuring flammability labeling
standards, ensuring safe furniture and other coespnoducts, administering and enforcing contract
service providers, along with its new role oversgeghe household movers industry helps to maintain
the health, safety and welfare of consumers. Aschabove, BEARHFTI needs to continue to
monitor its licensee population to ensure that gmbducts which necessitate continued regulatien ar
regulated; BEARHFTI needs to focus on consumereaigtt, maintaining product safety and updating
regulations as necessary.

The current regulation of electronic and appliaregair, thermal insulation, home furnishings, and
household movers industries should be subjecfdorayear sunset date as is consistent with other
regulated professions under the jurisdiction ofDi@A. A sunset date provides the legislature, the
professions, and stakeholders with an opportunitetermine whether or not continued regulation of
the profession is necessary, along with the oppdastto review the effectiveness and efficiencytlod
agency in protecting consumers, and identify whethanges in the law or operations are necessary.
To that end, BEARHFTI along with its licensing amdjistration programs should be subject to repeal
and reviewed again in four years so that the Latyist may once again determine whether the issues
and recommendations in this Background Paper hese addressed, and whether or not the licensed
and registered entities within the BEARHFTI shobddreduced, expanded or remain the same.

Staff Recommendation: Recommend that the licensing and regulation of tekectronic and

appliance repair industry, the home furnishings indtry, service contract industry, thermal
insulation industry and soon-to-be household movandustry, continue to be regulated by

BEARHFTI in order to protect the interests of theuplic and the regulated professions and
BEARHFTI be reviewed once again in four years.
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