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DEPARTMENT OF DEVELOPMENTAL SERVICES
CAPITAL OUTLAY 

Item 430-301 from the General 
Fund, Special Account for 
Capital Outlay and the Ener
gy. and Resources· Fund Budget p; HW 100 

ltequested 1981-:82 ...................................................... ~ .. , ... : .. , ........ . 
Recominended ·approval ............................................................... . 
Recommended reduction .............. : ..................•.....................•...... 
Recommended pending ........................ , ................... , .................... : 

$32,511,252 
1,855,325 
4,245,975 

26,409,952 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS . . . 

1. Fire and . Life Safety Corrections and Environmental Improve
ments-,-Statewide. Withhold recommendation on $24,105,002 re
quest, . pending receipt· of additional popUlation and project cost 
btlormation. . 

2. Electrical Distribution Improvements-Napa State Hospital. 
Withhold recommendation on $800,000 for improvements, pending 
receipt ofa:dditional btlormation. 

3 .. Electrical Distribution Improvements-Porterville State. Hospital. 
Withhold recommendation on $1,125,950 for improvements, pend
ing receipt of additional btlormation. 

4. Eaithquake Safety Modifications-Statewide. Withhold recom
mendation on prelimiliaryplans, working drawings and construc
tion of elevator modifications statewide, pending receipt of 
additionalbtlormation. 

5: Handicappecl Access-Stlltewide. Reduce by $374,400. Recom
mend construction funds for elevators be deleted because two 
elevators are not needed to permit access to services, and the re, 
quest for construction funds for a third elevator is premature.Fur-
ther, recommend budget language requiring the State Public 
Works Board to defer approval of constructions funds until new 
AdmiliistrativeCode regulations have been adopted. 

6; Energy and Resources Fund Reduce by $3,871,515. Recommend 
fundsfor five energy related projects be deleted because adequate 
iilformation is not available on three of the projects anp planning 

. for the other two projects has been delayed. 

ANALYSIS AND RECOMMENDATIONS 

Analysis 
page 
865 

866 

868 

868 
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The budget includes two items totaling $32,511,252 for capital outlay for the 
Departnient of Developmental Services.· Table 1 shows the amounts proposed in 
each item, and the proposed funding sources. 

Table 1 
Department of Developmental Services 

Capital Outlay 1981-82 
Funding by Item and Source 

Item Source 
43().3()1-036 General Fund, Special AccourttJor Capital Outlay ......................................... . 
43().3()1·188 Energy and Resources Fund ................ ; ................................................................ . 

Total, Capital .outlay ......................................... ; .......................................................................... . 

Amount 
$28,639,677 

3,671;575 

$32,511,252 
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Fire and Life Safety and Environmental Improvements 
We withhold recommendation on Item 430-301-036(a) lind Item 43-301-036(d), pending 

receipt of updated population projections and project cost estimates. 

The federal government has mandated that state hospitalsmeetfederal fire, life 
safety and environmental standards by July 18, 1982, or become ineligible for 
fedetal·financial support. To comply with this mandate, the Department of Devel
opmentalServices has developed a detailed Plan of Correction. The plan sets forth 
the methods and schedule for modifying patient-occupied buildings. When fully 
implemented, the plan will result in sufficient space for the projected 1982 popula
tion of 8,070 developmentally disabled (DD) clients. 

Prior budget acts and special legislation have provided over $153 million for 
renovatirig the state hospitals. Item 430-301-036 (a) proposes an additional $21,054,-
462 to conipleteDD occupied facilities needed for the projected 1982 population. 
Item 430-301-036 (b) proposes $3,050,540 for altering facilities for the mentally 
disabled (MD) at Napa State Hospital and Item 444-301-036 includes $5,626,050 for 
the MD program at Metropolitan State Hospital. Table 2 summarizes the total 
funding for fite and life safety and environmental improvements at all 11 state 
hospitals, including DD and MD facilities. 

Table 2 
Departments of Developmental Services and Mental Health 

Fire and Life .Safety and Environmental Improvements 

Renovated Expended/ 

Hospital 
Ca~ci!x. 

DD MD 
Funded Proposed 
1976-81 1981-82 Total 

Agnews ........................................... , .... ,., .. . 1,136 $19,721,226 $250,000 $19,971,226 
Camarillo ................................................. . 616 96 13;390,201 13,390,201 
Fairview .......................................... : ........ , 
umterman ............................................. . 

1,178 
1,214 

16,846,410 2,068,855 18,915,265 
6,247,192 3,891,200 10,138,392 

Metropolitan ........................................... . 1f16 12,576,919 5,626,050 18,202,969 
Napa ...................•...............................•...... 372 671 19,607,226 3,050,540 22,657,766 
Patton ....................................................... . 948 2,384,981 2,384,981 
Porterville ............................................... . 1,535 20,837,869 6,731,487 27,569,356 
Sonoma .. ; .................................................. . 1,407 27,562,401 27,562,401 
Stockton ................................................... . 
Atascadero ............................................... . 

678 10,732,455 5,026,920 15,759,375 
599,080 599,080 

Subtotals .............................................. . 8,136 2,591 $150,505,960 $26,645,052 $177,151,012 
Statewide ............................. , ................... . 2,939,991 3,086,000 6,025,991 

Totals ................................................... . 8,136 2,591 $153,445,951 $29,731,052 $183,177,003 

Proposed 1981-82 Funding 
Item 430-301-036 (DDS) ..................... . ($24,105,002) 
Item 444-301-016 (DMH) ................... . ($5,626,050) . 

The state hospitals should be modified to provide appropriate living environ
ments. Hospital modifications, however, should be made to only those facilities 
that will be needed for the projected population. 

The department has submitted the report on prOjected population required by 
existing law, and the report indicates that a population of 8,070 is projected for 
1982. However, our review of actual versus planned reductions in state hospital 
patients during the current and budget year indicates· that the department's pro-

31-81685 
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jections may understate the population which will reside in the hospitals in 1982. 
(Our discussion of the population projections for the Department of Developmen
tal Services is on page 843.) Until we have reviewed the department's update of 
projected populations based on the recent experiences in reducing hospital popu
lations we withhold recommendation of the proposed funds for fire and ·life safety 
and environmental improvements. 

Inadequate Cost Information A vailable. The department's requests for indi
vidual fire and life safety and environmental improvement projects are deficient 
in that the budget understates by several million dollars the amount of funds 
needed to complete these alterations. The estimates are understated because: 

1. The proposed amounts do not reflect the proper construction cost index for 
capital outlay projects included in the 1981-82 Budget. Rather, the estimates for 
these projects are based on costs as of July 1, 1980. The Department of Finance 
should ensure that· adequate up-to-date cost estimates are available for these 
projects prior to budget hearings. 

2. The estimates do not reflect costs related to "special functions and durability 
requirements" which have been identified as part of the scope of these projects. 
This aspect of the project would provide a higher level of durability for those 
buildings that house active clients. The amount needed for these modifications is 
not re,flected in the budget requests, and additional funds will be required to 
assure adequate durability and serviceability of the proposed alteration. 

Department of Finance Amendment Lettel; May 1980. Near the conclusion of 
legislative hearings on the 1980 Budget Bill, the Department of Finance proposed 
various changes to the Governor's Budget for the Department of Developmental 
Services and Department of Mental Health capital outlay. These changes were 
included as part of the "May revise" submission that traditionally is used to adjust 
the budget based on· updated population and revenue estimates. The changes 
proposed in these letters, however, were not based on any new information relat" 
ed to population. 

The timing of the Department of Finance's letter did not provide adequate time 
for the Legislature to review the significant capital outlay changes proposed by the 
administration. We suggest that if any changes are to be made in the capital outlay 
budget for 1981-82, the Department of Finance amendment letters be submitted 
sufficiently early so that the Legislature can review them prior to budget hearings. 
We do not believe it is appropriate to propose capital outlay changes as part of the 
"May revise" except to the extent these changes are necessitated by more recent 
information on caseload or population. 

Electrical Distribution l!11provements Projects 
Item 430-30l.:Q36(b) includes $1,925,950 for electrical distribution system im

provements at two state hospitals. Subitem (1) and (2) propose a total of $800,000 
for preliminary plans, working drawings, and construction of improvements at 
Napa State Hospital, and subitem (3) proposes $1,125,950 for preliminary plans, 
working drawings, and construction of improvements at Porterville State Hospital. 

Napa State Hospital 
We withhold recommendation on Item 430-30i036(b) (1) and Item 430-301-036(b) (2) 

pending receipt of additional information. 

The budget proposes $200,000 for modifications to the electrical distribution to 
the T-units and $600,000 for modifications to the electrical distribution system to 
the M-units and RTC building at Napa State Hospital. These projects are needed 
in order to provide sufficient electrical capacity for buildings scheduled to be 
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renovated under the fire and life safety. and environmentalimprovemeIit pro
gram. Occupancy of renovated facilities under existing conditions would result in 
overloading of the electrical distribution system at this hospitaL . 

Previously Approved Project Funds. As introduced, the 1980 Budget Bill con
tained $180,000 for preliminary plans and working drawings for this project. The 
Department of Finance letter dated May 15, 1980 requested an augmentation of 
$727,800 to the Budget Bill in order to provide Ii total ()f $907,800 for preliminary 
plans, working drawings, and construction of electrical distribution improvements 
at Napa. State Hospital. . 

. In our analysis of the Department of Finance letter we indicated that (1) the 
electrical. distribution improvements proposed for the T-unit-estimated to cost 
$327 ,~were not needed in view of the fact that a recent feasibility study had 
defin~d ,an alternative solution which would cost approximately $113,000, and 
(2) a feasibility study of the electrical needs of the M-units and the RTC building 
had not been completed. Thus, the $580,800 requested for preliminary plans, 
working drawings and construction of improvements for these buildings was not 
based onsUfflcient information. The Legislature subsequently adopted our recom
mendation to provide $113,000 for the needed work in the T-~t and provide 

. $25,000 to prepare a feasibility study, preliminary plans and working drawings for 
improvements to the M-units and RTC building. 

Since the funds were appropriated' for these electrical distribution projects, the 
Office of State Architect (OSA) .has completed a new study which addresses the 
reqUirements of the T-units,. the M-units and the RTC building. The study con
cludes thatthefun<is appropriated for the T-unit ($113;000) were based on an 
alternative which is no longer feasible because of newly <ieveloped electrical load 
information. The new cost estimate for this work is $491,100. The study further 
indicates that electrical improvements related to the M-units and RTC buildings 
(origillallyestimated to cost$5S0,800) are not needed, and an alternative solution 
costing $45;500 would provide adequate service. Based on the. most recent infor
mation developed by the OSA, the total project can now be completed at a cost 
of $536,600 (compared with the $907,800 requested in 1980-81): The department 
has. utilized $42,400 'of the funds previously approptiatedJor planning for these 
projects, which reduces the 1981-82 funding reqUirements to $493,900. 

. .' Preliminary Engineering Not Complete. Based on the conclusions contained in 
the recent OSA feasibility study, the Public Works Board allocated preliminary 
plarining funds for the reduced project at its January 1981 meeting. These funds 
Will provide additional cost information in support of construction requests in the 
1981-82 fiscal year: The feasibility study indicates that the current estimated cost 
does not include any improvements to the utility company's facilities which must 
be funded by' the state> Consequently, we withhold rec()mmendation of the re
. quest for constructionfu,nds for these projects until preliminary plans hav.e· been 
completed and the: additional utility company costs have been identified. In any 
event, the amount of funds proposed in the budget can be significantly reduced. 

Eledrical Improvements-Port.rville State Hospital 
.' .. We withhold recommendation on Item 430-30'I'fJ:i6(b) (3), pending receipt of adclitional 
information. . 

The budget includes $1,125,950 for preliminary plans, working drawings and 
construction of improvements to the primary electrical distribution system at 
P()rte:t:Ville~tate. Hospital. The Budget Act of 1980 provided $81;250 for prepara
tion of preliminary plans and working drawings for this same project. We assume 
thatthe amount proposed in the Budget Bill will be utilized for the construction 
portion of the project, and not for prelinlinary plans and working drawings that 
were previously funded. The proposedrenovation of this system is needed because 
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existing electrical cables are subjected to excessive temperatures due to their 
placement adjacent to steam tunnels on the hospital grounds. 

At the time preliminary plans and working drawing funds were proposed for this 
project, we indicated that a portion of the proposed improvements related to 
improvements to the electrical system capabilities that would provide added flexi
bility and future capacity at this hospital. In view of the fact that the Department 
of Developmental Services is not projecting any increase in the number of clients 
served at this hospital, we que$tioned the need for futUre capacity. Subsequently, 
the Legislature adopted language in the Supplemental Report to the 1980 Budget 
Act which directed the department to evaluate less expensive alternatives for 
modifying the electrical distribution system at Porterville so as to eliminate these 
unneeded features. 

Preliminary planning funds for the proposed project were allocated by the State 
Public Works Board at its July 1980 meeting. As of January 1981, the required 

, preliminary plans had not bee!! completed and no additional information is avail
able to substantiate (1) the amount requested for construction, or (2) that the 
department has complied with the supplemental report language. 

This project is needed to provide reliable service to buildings which are being 
altered for fire and life safety and environmental improvements. Consequently, 
it is urgent that the Office of State Architect ensure that preliminary plans are 

, completed prior to legislative hearings on the budget so that adequate project 
"scope and' cost information is available. We withhold recommendation on this 
item, pending receipt of the necessary information. 

Elevator Earthquake Safety Modifications-Statewide 
We withhold recommendation on Item 430-301-036(c) (1), $379,000 for earthquake safety 

modifications to elevators. 

The budget proposes $379,000 to modify elevators at the state hospitals operated 
by the Department of Developmental Services. The proposed modifications relate 
to new elevator safety orders contained in the California Administrative Code. 

The department has surveyed a portion of the state hospitals to identify the 
extent of work needed to upgrade elevators' to meet new safety code require
ments. Surveys have been completed at Agnews, Napa, Porterville and Stockton 
State Hospitals. The Office of State Architect is currently eyaluating the elevators 
at the remaining five state hospitals to identify the modifications needed for 
earthquake safety. The department indicates thatthese surveys will be completed 
prior to budget hearings and that they will identify the scope of work and estimat
ed project costs. Consequently, we withhold recommendation on the proposed 
construction funds, pending receipt of the needed information for the remaining 
hospitals. ' 

Handicapped Modifications-Statewide 
We recommend Item 430-301-036(c) (2), alterations for handicapped access, be reduced by 

$374,400. 'We further recommend adoption of Budget Bill language requiring the State Public 
Works Board to defer approval of construction funds appropriated in this item until Adminis
trative Code regulations for handicapped access in public buildings have been adopted. 

The Department of Developmental SerVices' Facilities Planning section has 
completed surveys of all public areas at the nine state hospitals operated by the 
department. The department proposes to implement phase II of its plan-modify
ing all public areas at state hospitals to provide access to the physically hand
icapped. Phase I, modification of patient-occupied buildings,has been integrated 
with fire and life safety and environmental improvements currently under con-
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struction at the state hospitals. Phase III will modify buildings used exclusively by 
employees and phase IV, if necessary, will modify buildings which are currently 
inactive but may be activated for some use in the future. 

Administrative Regulations not Adopted By their very nature, the state hospi
tals for the developmentally disabled are heavily used by mobility-impaired in
dividuals. Consequently, the proposed project to modify public access areas at the 
hospital is high in priority. However, the surveys conducted by the Department 
of Developmental Services are based on the cost of modifying buildings to comply 
with proposed Administrative Code requirements. The State Architect has not 
implemented these regulations because of the Legislature's directive requiring 
OSA to submit the proposed regulations to the Legislature for review. OSA has 
only recently submitted the proposed regulations to the Legislature. It is our 
urtderstanding that the regulations will be the subject of upcoming legislative 
hearings. 

In order to ensure that handicapped access in these facilities is provided in 
compliance with the code requirements, we recommend the adoption of Budget 
Bill language requiring the State Public Works Board to defer allocation of con
struction funds for these projects until final regulations have been adopted. 

Need and Costs for Elevators not Justified. The budget proposes installation 
of elevators in two buildings at Camarillo State Hospital and one building at Napa. 
According to the surveys for these hospitals prepared by the department, one 
elevator at Camarillo and the elevator at Napa are not needed. The survey.notes 
that the services provided on the second floor of these buildings are also available 
on the ground floor. Consequently, the lack of an elevator does not inhibit the 
delivery of services provided in these buildings. We, therefore, recommend that 
funds ($250,000) for these elevators be deleted from the budget. The one remain
ing elevator needs to be installed at Camarillo State Hospital to provide access to 
services. However, adequate cost information is not available to justify the request
ed construction funds of$125,000. We recommend that funds for preliminary plans 
and.working drawings in the amount of $12,500 be approved to develop cost 
information adequate to substantiate a request for co~structioh funds in 1982-83. 

Table 3 
Department of Developmental Services 

Handicapped Accessibility Survey 

Estimated Cost 
Hospital/Project of Modifications 

Agnews ..................... ,.......................................................................... $39,500 
Camarillo .......................................................... .................................. 202,235 
Camarillo elevators .......................................................................... 250,000 
Fairview;............................................................................................. 82,575 
Lanterman.......................................................................................... 150,550 

~:~ ~l~~~t~;·:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 1:: 
Patton .................................................................................................. 74,805 
Porterville .......................................................... ;............................... fJl,325 
Sonoma................................................................................................ 179,950 
Stockton .............................................................................................. 131,940 

Subtotals.......................................................................................... $1,371,930 
Administrative costs .......................................................... .............. 114,170 

Subtotals-1981-82 amount ........................................................ $1,486,100 
Future cost (phase II elevator) .................................................... 0 

Totals .................................................................... ;..................... $1,486,100 
"Includes administrative cost. 

Analyst's 
Proposal" 
$43,500 
222,500 

12,500 
90,800 

165,600 
77,300 

o 
82,300 
74,100 

198,000 
145,100 

$1,1ll,700 
(included above) 

$1,1ll,700 
125,000 

$1,236,700 
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In addition, to provide adequate information in the budget as to .the specific· 
amount of funds proposed for each hospital (including administrative costs) , we 
suggest that the Budget :Bill reflect a schedule of the amounts proposed for each 
hospital. Table 3 shows the proposed budget for handicapped accessibility modifi
cations at each hospital and our recommendations which would become the basis 
for aschedule in the Budget Bill totaling $1,111;700, a reduction of $374,400. 

Minor Capital Outlay 
We recommend approval of Item 430-301-036(c) (3), minor capital outlay. 

The budget includes $743,625 for 20 minor capital outlay projects (projects 
costing $100,000 or less) for the Department of Developmental Services. For 
discussion purposes, we have grouped these projects into four categories, as shown 
in Table 4. 

Table 4 
Department of. Developmental· Services 

1981~ Minor Capital Outlay 

Number of Budget Bill Analyst's 
Project Type Projects Amount Proposal 

Health and Safety deficiency ..... , ........................................ ;....... 5 $233,500 $233,500 . 
Security improvement ........... ;...................................................... 7 255,025 255,025 
PrograIll support improvement.................................................. 6 180,450 180,450 
Energy· conservation ......... ,............................................ ................. 2 74,650 74,650 

Totals .................................................................................... ;........20 $743,625 $743,625 
Health and Safety Deficiencies. . The budget includes five projects to mike 

necessary modifications to the state hospitals to meet Health and Safety Code 
requirements. Projects would also meet deficiencies noted in surveys by licensing 
agencies. These projeCts. include modification to kitchen facilities, isolating domes
tic water systems and pr()viding appropriate fire exiting. 

Security Improvements. The budget includes $255,025 to make security im
provements at Napa State Hospital and Patton State Hospital. These hospitals 
currently operate units for judicially committed mentally disabled individuals. The 
proposed modifications include additional fenCing; construction of a permanent 
road and installation of surveillance cameras at Patton State Hospital. The support 
budget includes funds for additional staffing relating to these improvements. 

Program Support Improvements. The budget includes $180,450 for six projects 
related to program or support activity improvements. These projects include 
installation of bathing facilities and improvements to electrical distribution sys
tems. One project proposes $50,000 at Camarillo State Hospital to provide site 
development for installation of new modular facilities. This request is related to 
the proposed budget change in the support budget to implement a new treatment 
program at Camarillo State Hospital for the adolescent population. 

Energy Conservation Proposals .. The budget includes two projects for $74,650 
to install energy conservation improvements at Fairview State Hospital; The 
proposed projects would improve boiler operation and chiller efficiency, and have 
a payback period of less than five years. 

Energy and Resources Fund Projects 
We recommend Item 430-301-188 be deleted, For a savings of $3,871,575 in the Energy and 

Resources Fund. 
The budget proposes $3,871,575 from the Energy and Resources Fund for six 



Item 430 HEALTH AND WELFARE / 871 

projects at the state hospitals. Five projects ~elate to installation of cogeneration 
facilities, and one project proposes modifications to improve the comfort level of 
the R & T building at Napa State Hospital. Cogeneration facilities would generate 
electricity, using natural gas turbines, with the waste heat used to provide steam 
for hospital operations. Table 5 summarizes the requests proposed from the Ener
gy and Resources Fund. 

(a) 
(b) 
(c) 
(d) (1) 
(d) (2) 
(e) 

Table 5 
Department of Developmental Services-Capital Outlay 

Energy and Resources Fund 
1981-82 

Project 
(Item 43().301-188) Location 

Cogeneration system............................ Agnews 
Cogeneration system............................ Camarillo 
Cogeneration system............................ Lanterman 
Cogeneration system (phase II) ...... Napa 
Comfort conditiOning R & T building Napa 
Cogeneration system............................ Stockton 

Total ............................................... . 

Phase' 
pw 

p 
pw 

pwc 
pwc 

f 

Budget Estimated 
BiD Analysts Future 

Amount Proposal Cost 
$317,400 $3,623,000 

44,960 unknown 
317,400 3,623,000 

1,063,075 ' 
2,108,740 

20,000 unknown 
$3,871,575 unknown 

, Phase symbols indicate: f-feasibility study; c--construction; p-preliminary planning, and w-working 
drawings. ' 

The funds proposed forinstallation of cogeneration facilities at Agnews, Cama
rillo, Lanterman and Stockton State Hospitals would provide for feaSibility studies, 
preliminary plans and! or working drawings for these proposed projects. A cogen
erationsystem generates electricity and also heat which is used to meet other 
energy needs. We have not received adequate information to evaluate the merits 
of these projects or the energy savings which may be generated. 

The project funds proposed at Napa State Hospital for the second phase of 
cogeneration ($1,063,075) and funds for conservation and comfort conditioning at 
the R &T building ($2,108,740) are also based on inadequate information. Funds 
for preliminary plans and working drawings for these projects were appropriated 
in the Budget Act of 1980. The proposed planning has not proceeded at an ade
quate pace, and no additional information is available to justify the construction 
funds request. 

Given (1) the status of these two projects, and (2) the fact that adequate 
information is not available on the three other cogeneration proposals, we recom
mend deletion of the entire item. 

Cogeneration Policy Statement. A portion of the projects proposed under this 
item has been developed by the Department of General Services (DGS) energy 
assessment program. In discussing these projects with DGS staff, they indicated 
that the proposed cogeneration facilities would be constructed to provide electri
cal power directly to utility companies servicing these institutions. This is a depar
ture from the justification for the cogeneration project approved for Napa State 
Hospital. At Napa the cogeneration facilities provide electricity for the hospital 
and the utility company's power system provides a "back-up" power source. 

Approval of any funds for the additional cogeneration facilities would establish 
a policy whereby the state would undertake generation" of power for the sole 
purpose of selling the generator power: to utility companies. The Pubic Utility 
Commission rulings on the rate at which public utilities will pay for power gener
ated through cogeneration users gives an advantage to those who sell power 
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directly to the utility company over those who generate power for use on site. 
Because of the established rate structure, construction of these facilities may result 
in additional costs to utility producers which eventually are paid for through 
increased costs to all of the utility's customers. Moreover, itputs the state inthe 
business of supplying utility service in the.private market. We believe this is a 
major policy consideration which should. be addressed in separate legislation. 
Pending such legislation, we recomend the adoption of Budget Bill language 
restricting the design and use of cogeneration power at state facilities to on-site 
use, unless an amount excess to the on-site needs is produced. Any excess could 
be sold to the utility company. 

DEPARTMENT OF DEVELOPMENTAL 
SERVICES-REAPPROPRIATIONS 

Item 430-490 from the General 
Fund Budget p. HW 89 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

The Budget Act of 1980 appropriated $2.5 million to implement community 
·living continuums pursuant to Chapter 1232, Statutes of 1978 (AB· 3274) ,mduding 
$1.0 million reappropriated from the Budget Act of 1979. The Department of 
Developmental Services plans toencurriber $1,952,000 in the current year for 
contracts with six designated continuum agencies (DCAs). This item proposes to 
reappropriate the unencumbered balance of $548,000 for contracts currently being 
negotiated with two additional DCAsin 1981-82. 

Health· and Welfare ·Agency 

DEPARTMENT OF MENTAL HEALTH 

Item 444 from the General 
Fund Budget p. HW lOB 

Requested 1981-82 ........................................................................... $572,897,938 
Estimated 1980-81 ; ........... ; ..................................... ; ............. ,........... .568,586,487 
Actual 1979-80 .......... ;....................................................................... 482,169,485 

Requested. iilcrease (excluding. amount for salary 
increases) $5,747,940 (+0.8 percent) 

Total recommended reduction .................................................... $5,769,930 
Total recommendations pending ................................................ 40,979;487 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 
444-001-OO1-Slipport 
444-011-OO1-State OperatioIlS--:Penai Commit

ments 
444-101-OO1-Local Assistance 

Total 

Fund 
General 
General 

General 

Amount 
$12,464,088 

... 62,891,714 

497,542,136 
$572/m ,938 
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Reporting Requirements. Recommend that the Legislature di

rect the Departments of Finance and Mental Health to explain 
why required reports have not been submitted to the Legislature 
on a timely basis. 

2. Health Training Centers. . Recommend that the Departments of 
Mental Health and Finance explain to the fiscal committees (1) 
why the report on the training centers has not been submitted and 
(2) how the centers will be able to function at a 100 percent 
reimbursement level in 1981-82. 

3. Contracts. Reduce Item 444-001-001 by $923,389. Recommend 
deletion of funds budgeted for contracts because information on 
how funds woUld be used has not been provided to the Legisla
ture. 

4. Executive Inquiry Network. Reduce Item 444-00J-{}(}1 by $120,-
600. Recommend deletion of funds budgeted to supportthe Ex
ecutive InqUiry Network because department has not complied 
with requirements of existing law regarding EDP projects. 

5. CALST ARS. Recommend one position requested to implement 
the California· State Accounting and Reporting System be ap
proved on a limited term basis. 

6. Service Area Teams. Recommend that the department report to 
the fiscal committees by April 1 on the functions of staffingre
quirements for the Service Area Teams. 

7. ACR 103 Report. Recommend that the Legislature direct the 
department to describe the status of its final ACR 103 report dur
ing budget hearings. 

8. Non-Level-of-Care Positions. Withhold recommendation on the 
$27,690,407 budgeted in Item 444-101-001 (a) to support non-Ievel
of-care positions in the state hospitals, pending submission of ACR 
103 report. 

9. Operating Expenses. Withhold recommendation on the $11,146,-
778 budgeted in Itern444-101-OO1 (a) for operating expenses in the 
hospitals, pending submission of required report. 

10. Hospital PopUlation. Recommend that (1) Directors of the De
partmentsof Mental Health and Developmental Services appear 
jointly before the fiscal committees to justify the proposed reim
bursementlevel for mentally disabled clients in hospitals operated 
by the Department of Developmental Services, (2) Budget Bill 
language be adopted requiring the departments to report jointly 
on popUlation levels and (3) Department of Mental Health report 
by April 1, 1981 on the increasing number of judicial commitments 
to the hospitals. 

11. Management Problems. Recommend adoption of supplemental 
report language requiring the Health and Welfare Agency to re
port on management problems created by joint administration of 
the state hospitals. 

12. Overhead Expenses. Withhold recommendation on $1,324,802 
requested in Item 444-011-001 to cover overhead expenses at Pat
ton State Hospital, pending receipt of information justifying the 
request. 
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13. Salary Savings. Reduce Item 444-101-001 (a) by $437,189. Rec- 889 
ommend increase in the amount budgeted for salary savings atthe 
state hospitals operated by the Department of Mental Health to 
reflect salary savings rate budgeted for other state hospitals. 

14. Stockton State Hospital. Recommend that the department re- 890 
port to the fiscal committees by April 1 on savings resulting from 
the closure of the program for the mentally disabled at Stockton 
State Hospital. 

15. Re-Education Program. Reduce Item 444-101-001 (a) by 890 
$49,331. Recommend reduction to reflect savings resulting from 
implementation of the Re-Education program at Camarillo State 
Hospital. 

16. Hospital Automation. Reduce Item 444-001-001 by $654,072. 890 
Recommend (1) deletion of eight positions and equipment budg-
eted to automate certain functions at Metropolitan State Hospital; 
for a General Fund savings of $654,072, because the department 
and the Department of Developmental. Services have not coor
dinated their automation plans, (2) department respond to con
sultant's recommendation on hospital, automation, and (3) 
department report jointly with the Department of Developmen-
tal Services on hospital automation. 

17. Short-Doyle/Medi~Cal. Reduce Item 444-001-001 by $70,589 896 
from the General Fund and $47, 059 from reimbursements. Rec
ommend (1) four positions requested for policy development be 
approved on a limited term basis, (2) approval of five audit-relat-
ed positions, and (3) deletion of three positions requested to pro-
vide technical assistance to counties because need for additional 
staff has not been justified, for savings of $117,648 ($70,589 from 
the General Fund, $47,059 from reimbursements). 

18. 1980-81 Savings. Recommend that the department report to the 897 
fiscal committees by April 1 on estimated local program expendi-
tures for projects funded with augmentations provided in 1980 
Budget Act. 

19. 1981-82 Augmentation. Reduce Item 444-101-001 (b) by $1,800,- 899 
000. Recommend reduction of funds budgeted to expand local 
programs because the department is unable to say how the funds 
would be spent, for a savings of $1,800,000 to the GeneralFund. 

20. Special Treatment Program. Reduce Item 444-101-001 (b) by $1,- 899 
714,760. Recommend reduction of funds double budgeted for 
Special Treatment program. 

21. Prevention Contracts. Withhold recommendation of $817,500 900 
proposed in Item 444-101-001 (b) to fund prevention contracts, 
pending receipt of required report. 

General Program Statement 
Chapter 1252, Statutes of 1977, created the Department of Mental Health, effec

tive July 1, 1978. The department directs and coordinates state efforts for the 
prevention and treatment of mental disabilities. The department's primary re
sponsibilities are to: 

1. Administer the Short-Doyle Act which provides for delivery of mental health 
services through a state-county partnership; 
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2. Operate two state hospitals which exclusively serve the mentally disabled 
(Atascadero and Metropolitan), and manage programs for the mentally disabled 
located in four state hospitals (Camarillo, Napa, Stockton, and Patton) which serve 
both the mentally and developmentally disabled; and 

3. Manage the Lanterman-Petris-Short Act which provides for involuntary 
treatment of the mentally disabled. 

Analysis and Recommendations 
The budget proposes total expenditures of $668,831,201 for support of the De

partment of Mental Health's activities in 1981-82. This is an increase of $10,125,734, 
or 1.5 percent; above estimated current year expenditures. The budget proposes 
an appropriation of $577,497,938 from the General Fund, which is an increase of 
$8,911,451, or 1.6 percent, above estimated current year expenditures. This amount 
will increase by the amount of any salary or staff benefit increase approved for the 
budget year. Table 1 shows actual, estimated, and proposed expenditures for the 
department's activities. 

Table 1 
Mental Health Program 

All Expenditures 
1979-aO through 1981-82 

Change 1981-82 
.over 1980-81 

1979-80 1980-81 1981-82 Amount Percent 
Department Sup-

port 
General Fund' .... $12,069,640 $13,724,940 $12,464,088 -$1,260,852 -9.2 
Reimbursements .. 16,151,299 18,256,354 20,100,644 1,844,290 10.1 
Federal funds ........ 546,614 793,676 409,624 -384,052 -48.4 --

Subtotals ............ 28,767,553 32,774,970 32,974,356 199,386 .6 
State Hospitals 

Judicial Commit-
ments 

General Fund' .... 52,763,795 60,325,789 62,891,714 2,565,925 4.3 
Reimbursements .. 834,279 3,896,033 3,650,078 -245,955 -6.3 

Subtotals ............ 53,598,074 64,221,822 
Local Assistance b 

66,541,792 2,319,970 3.6 

General Fund' .... 417,336,050 494,535,758 502,142,136 c 7,606,378 1.5 
Reimbursement .... 64,878,778 67,172,917 67,172,917 

Subtotals .... ; ....... 482,214,828 561,708,675 569,315,053 c 7,606,378 1.4 
All Programs 

General Fund' .... 482,169,485 568,586,487 577,497,938 c 8,911,451 1.6 
Reimbursements .. 81,864,356 89,325,304 90,923,639 1,598,335 1.8 
Federal funds ........ 546,614 793,676 409,624 -384,052 -48.4 

Totals .................. $564,580,455 $658,705,467 $668,831,201 c $10,125,734 1.5 

• After special adjustment reductions. 
b Includes local assistance for state hospitals. 
c Includes $4,600,000 proposed for reappropriation in Item 444-490. 

The budget proposes a General Fund reduction of $3,481,881 to reflect "special 
adjustments." Table 2 shows the amount reduced, by category. 

Department Reorganization 
In our analysis of the department's 1979-80 and 1980-81 budget proposals, we 

indicated that it was difficult to identify how the department utilized its staff and 
accomplished its program responsibilities because the department had provided 
conflicting information to the Legislature on its organization structure. 

.. 
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Table 2 
Special General Fund Adjustments 

by Expenditure Category 
1981-82 

Category 

Support ............................................... . 
State Hospitals Judicial Commit-

ments ........................................... . 
Local Assistance a ............................ .. 

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

Amount 
Before 

Adjustment 

$13,853,158 

63,513,684 
503,612,977 

$580,979,819 . 

Special 
Adjustment 

-$1,389,070 

-621,970 
-1,470,841 

-$3,481,881 

Net 
General 
Fund 

$12;464,088 

62,891,714 
502,142,136 

$577,497,938 

Item 444 

Percent 
Change 

-10.0% 

-1.0 
-.3 

-.6% 

a Includes local assistance for state hospitals and $4,600,000 proposed for reappropriation in Item 444-490 

The department has undergone yet another reorganization in the current year. 
The department is now organized with the following divisions: (a) Planning, 
Evaluation and Promotion, (b) Hospital Programs, (c) Community Programs, (d) 
Human Resources and External Relations, and (e) Financial and Information 
Management. Presently, no information is available which details how staff are 
allocated to the different divisions. 

Without access to accurate written information on the detail of the department 
organization, we have had to obtain staffing information on a case-by-case basis. 
The continued fluctuation in the department's organizational structure continues 
to make it difficult for the Legislature to analyze staffing needs and utilization of 
resources. 

Table 3 
Department of Mental Health 

1980-81 Legislative Reporting Requirements 
(to January 15. 1981) 

Budget Act Reporting 
Requirement 

1. Health Training Centers ................................ .. 
2. Use of Reappropriation Authorized in Con-

trol Section 10.22 .............................................. .. 
3. Population Levels ............................................ .. 

4. Three Year Plan ................................................ .. 

Supplemental Language 
Reporting Requirements 

1. Joint Hospital Automation .............................. .. 

2. Evaluation of Hospital Automation System 

3. Data Processing Activities .............................. .. 

4. Prevention Expenditures ................................ .. 
5. Cost Categories Affected by Population De-. 

cline ...................................................................... .. 

Due Date 

12/1/80 

12/15/80 
10/1/80 & 

1/1/81 
10/1/80 

12/1/80 

12/1/80 

9/1/80 & 
12/1/80 
1/10/81 

11/1/80 

Date Received 

(Draft received 
1/14/80) 

Draft received 
9/15/80 

Final received 
1/21/81 
10/2/80 

Status 
Overdue 

Overdue 
Overdue 
Overdue 
Overdue 

Overdue 

Submitted 

Submitted 
Overdue 
Overdue 

Overdue 



Item 444 HEALTH AND WELFARE / 877 

Poor Response to Legislative Reporting Requirements 
We recommend that the Legislature direct the Departments of Mental Health and Finance 

to explain why nine reports called For by the 1980 Budget Act and the Supplemental Report 
to the 1980 Budget Act were not submitted to the Legislature by the due dates (these reports 
were still overdue as of February 6, 1981.) 

The Legislature, through the 1980 Budget Act and the Supplemental Report to 
that Act, directed the Department of Mental Health to submit eleven reports to 
the fiscal committees prior to January 15, 1981. The department has submitted two 
of the eleven reports requested. Table 3 displays the reporting requirements, the 
due dates and the status of the reports. 

Without timely transmittal of these reports, the Legislature cannot make in
formed decisions about the department's budget proposals. We recommend that 
the Departments of Mental Health and Finance present testimony during budget 
hearings describing the corrective action they are taking to assure timely transmit
tal of Budget Act and supplemental reports to the fiscal committees. 

1. DEPARTMENT SUPPORT: ITEMS 444-001-001 and 444-001-890 
The budget proposes total expenditures of $32,974,356 for support of the Depart

ment of Mental Health in 1981-82. This is a decrease of $199,386, or 0.6 percent, 
below estimated current year expenditures. The budget proposes an appropria
tion of $12,464,088 from the General Fund, which is a decrease of $1,260,852, or 9.2 
percent below, estimated current year expenditures. Table 4 shows actual, es
timated and proposed expenditures for departmental support. 

Table 4 
Department of Mental Health 

Program Expenditures and Funding Sources 
Department Support. 1979-80 to 1981-82 

Change 1981-82 
Actual Estimated Proposed Over 1980-81 
1979-80 1980-81 1981-82 Amount Percent 

~neral Fund ................ $12,069,640 $13,724,940 $13,853,158 $128,218 1.9% 
Special adjustments ...... -1,389,070 -1,389,070 

Net General Fund .... 12,069,640 13,724,940 12,464,088 -1,260,852 -9.2 
Reimbursements ............ 16,151,299 18,256,354 20,100,644 1,844,290 10.1 
Federal funds .................. 546,614 793,676 409,624 -384,052 -48.4 

Total Expenditures .... $28,767,553 $32,774,970 $32,974,356 $199,386 0.6% 

Table 5 details the department's proposed General Fund adjustments to estimat
ed current year expenditures. 

Table 5 
Department of Mental Health-Support 
Proposed General Fund Adjustments 

1981-82 

1980-81 Budget Base ..................................................................................... . 
Baseline Adjustments: 

Benefits ......................................................................................................... . 
Merit Salary Adjustment ........................................................................... . 
Price Increase-Operating Expense ..... ; ............................................... . 
Utilization Review Contract Transfer ................................•................... 

Adjustment 

$39,723 
129,998 
297,164 

-500,000 

Total 
$13,724,940 
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Liniited Term Positions ............................................... ; ......... , ................. . 
Rate Developmeni:. ................................... : ........ ; ..................................... ; .. 

Office of Administrative Law Adjustment ............................................... . 
Special Adjustment: ...................................................................................... .. 

1)· Health Training Centers .......................... ; .......................................... . 
2) SupPQrt Operating Expense .... ; ................ · .......................................... . 

Programs. Funded in Prior Legislation 
1) Chapter 1058/79-BrainDamage .................................................... .. 
2) Chapter 1172/79-Management Information System ................ .. 
3) Chapter 1194/79-Rates Development .......................................... .. 
4) Chapter 1297/BO-Allocation to State Board of ControL .......... .. 

Budget Change Proposals 
1) Accounting ............................................................................................. . 
2) Short-Doyle/Medi-Cal ...................................... ~ ................................. .. 
3) Doe Vs. Gallinot .................................................................................... . 
4) Short-Doyle/Medi-Cal Audits .................... ~ ............ : ........................ .. 
5) Patients'. Rights ............................................... , .............. ; .................... , .. 
6) CALSTARS ............................................................................................. . 
7) Health Training Centers ......................................................... ~ .......... .. 
8. Hospital Automation ....................... ; ..................................................... . 

Total Adjustments ....................................................................................... ; .... . 
1981-82 Proposed Budget ............................................................................ .. 

Special Adjustments-Support 

-348,495 
119,409 

5,975 
-1,389,070 
(-970,875) 
(-418,195) 

-11,182 
-295,090 
-182,290 

966 

63,290 
154,807 
81,580 
98,341 
33,860 
36,090 

-250,000 
654,072 

Item 444 

-$1,260,852 
$12,464,088 

The department's support budget reflects a reduction of $1,389,070 for "special 
adjustments." Table 6 details these adjpstments. 

Category 

Table 6 
Special Adjustments 
Department Support 

1981-412 

Health Training Centers ...................................... .. 

General 
Fund 

-$970,875 
Operating Expenses .................................. ; ............ . -418,195 

Totals .................................................................... .. -$1,389,070 

Health Training Centers 

Reimbursements 
$970,875 

$970,375 

Expenditure 
Change 

-$418,195 
-$418,195 

We recommend that the Legislature direct the Departments of Finance and Mental Health 
to explain during budget hearings (1) why the report on the health training center was not 
submitted on a timely basis, and (2) how the centers will be able to function on a 1()() percent 
reimbursement level in 1981-82. 

Background The department maintains two health training centers-one in 
Los Angeles and one in Berkeley-which have been entirely supported from the 
General.Fund. The centers, which have a total of 28 staff, provide training to 
human services professionals employed by federal, state, and local governmental 
entities as well as by private entities. . 

The ce~ters were established in the early 1960s to train community mental 
health profeSSionals representing all sectors of public and private employment. 
When the centers Were placed within the former Department of Health in 1973, 
their role was expanded to provide training forall human service professionals. In 
1978, following the Health and Welfare Agency reorganization, the centers were 
assigned to the Department of Mental Health. They continue to provide training 
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services in all of the human services areas for public and private employers. 
Legislative Direction. During hearings on the department's 1980-81 budget, 

the Legislature adopted Budget Act language which required the department to 
submit a report on the health traIning centers by December 1, 1980 which (1) 
described the types of training provided, clients served and the benefits resulting 
from training, (2) established a plan for operating the centers on a reimbursement 
basis in 1981-82 and (3) proposed a fee schedule for services. As of February 6, 
1981, the department has not submitted the required plan. 

Budget Proposal. The budget proposes $1,220,875 for Health Training Centers 
in 1981-82. Originally, the department's budget proposed that the centers obtain 
20 percent ($250,000) of their 1981-82 funding requirements from reimburse
ments. As part of the "special adjustment" reductions to the budget, the Depart
ment of Finance revised the proposal to require that the centers obtain 100 
percent of their 1981-82 funds from reimbursements. The 1981 Budget Bill, howev
er, contains language which authorizes the Department of Mehtal Health to allo
cate up to $500,000 in local mental health program funds to the centers. 

In adopting language requiring the department to develop a plan for operating 
the centers on a reimbursement basis, the Legislature did not require the centers 
to be entirely self-supporting. The Legislature, in fact, purposefully deferred a 
decision on the appropriate level of reimbursements until a rational plan is devel
oped which provides for reimbursements on a sound basis. It is our understanding 
that submission of the report to the Legislature was delayed so that the administra
tion could revise the report so as to justify the decision requiring reimbursement 
at a 100 percent level. . 

Without the data requested by the Legislature in the 1980 BudgefAct, we have 
no basis on which to recommend an· appropriate reimbursement level for the 
centers. Instead, we recommend that the Legislature direct the Departments of 
Finance and Mental Health to (1) explain why the requested report was not 
subniitted on a timely basis, and (2) discuss the feasibility of operating the centers 
totally through reimbursements. 

Contract Expenditures 
We recommend deletion of the amount budgeted for contracts because information on 

how these funds will be used has not been provided to the Legislature, for a reduction of 
$923,389 in Item 444-00UJOl. 

The department's budget requests $923,389 for contracts and consultant serv
ices, which is $732,263, or 44 percent, below estimated current year expenditures 
of $1,655,652. 

On December 18, 1980, we requested that the department explain how the 
contract funds would be expended in the budget year. Specifically, we asked that 
the department detail the proposed amount and length of each contract. The 
department has· not responded to our request for information. In the absence of 
information detailing contract expenditures, we cannot recommend approval of 
the amount requested for this purpose in 1981-82. Consequently, we must recom
mend deletion of the $923,389 budgeted in Item 444-001-001 for contracts. 

Executive Inquiry Network 
We recommend deletion of funds budgeted to support the Executive Inquiry Network 

because the system is not being fully utilized and the department has failed to comply with 
state EDP policy, as set forth in existing law, for a General Fund savings of $120,600 in Item 
444-00UJOl. 

In ·1979-80, the department procured a software package called the Executive 
Inquiry Network (EIN) and installed the package at the Health and Welfare 
Agency Data Center. Since then, the department has leased 14 terminals to access 
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the package. These terminals have been installed at various department locations. 
The purpose of the project, according to the department's data processingreport, 
is to provide department executives with immediate access to important manage
ment information. The department has budgeted $120,600 to lease the terminals 
in the budget year. 

Terminal should come out of the closet. The department did not conduct a 
needs assessment prior to procuring the system. Instead, the department relied on 
individual managers to develop. their own applications for the system after it 
became available. Most of the managers who have access to the EIN,however, do 
not use it frequently. The department recently surveyed managers at the 14 EIN 
sites to determine how much the managers intended to use the system. The 
managers indicated that they would use the terminals installed for EIN for other 
purposes (word processing and me manipulation) over 75 percent of the time. 
Managers in three of the locations state that they would not use the terminals at 
all. In fact, when we inquired about the application of the system at one hospital, 
we observed that the terminal had been disconnected and was being stored in a 
closet. Further, we have discovered that although a manager at one hospital 
evidently does not intend to use the terminal, he will not allow the terminal to be 
either removed or installed. 

The department failed to comply with state EDP policy. Control Section 4 of 
the Budget Act and Section 4920 of the State Administrative Manual prohibits the 
implementation of a data processing project unless the department has planned 
for its use. These sections require that, for any data proces~ing project which 
exceeds $50,000 in cost, a department must conduct a feasibility· study which 
demonstrates the need for the project and analyzes its costs and benefits. Control 
Section 4 further requires that for any project exceeding $75,000 in cost, a depart
ment must use a competititve procurement process to select a contractor. The 
department did not comply with either of these Budget Act requirements in 
procuring the equipment and software for the EIN. 

Recommendation. We recommend that the $120,600 budgeted for the.EIN be 
deleted. If the department believes that it has an urgent need for the system, we 
recommend that it demonstrate its need through a feasibility study, as all state 
agencies are required to do. 

"Opt-Out" 
Background. Thirty-four local mental health programs contract with the De

partment's Office of Mental Health Social Services (OMHSS) to provide protec
tive social services to their clients. The remaining 24 local programs have chosen 
to discontinue use of the state's social services and provide social services to clients 
with county employees. The process of discontinuing use of state provided social 
services is referred to as "opt-out." 

In the past, the department has not maintained a consistent policy on opt-out. 
The department first permitted opt-out in November of 1971. Between that time 
and July 1973, fourteen counties opted-out. A year later, the department ceased 
authorizing opt-outs, claiming that the opt-out counties were not providing the 
same level of service as OMHSS staff. The department commissioned studies to 
evaluate the issue, but the studies did not conclusively demonstrate a change in 
service levels.':' 

The moratorium on opt-out was lifted again in January of 1976, for a period of 
two and one-half years. During that time, 10 additional counties qptEf,d-out. InJuly, 
1978 the department again reinstated the moratorium. '-:':,;" 

Legislative Action. During hearings on the department's propos~d 1980-81 
budget, the Legislature added language to the 1980 Budget Act which required 
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that (1) the department lift the moratorium on opt-out, (2) the department USe 
the guidelines it had employed for prior opt-outs as the basis for negotiations with 
counties (among other provisions, these guidelines provide for transfer of state 
OMHSS employees to the counties electing to opt-out), (3) counties seeking to 
change the level of service purchased from OMHSS provide the department with 
six months' advance notice and, (4) the administration exempt OMHSS staff from 
the state hiring freeze. 

Progress of Opt-Out. Since adoption of this language, eleven counties have 
expressed an intent to opt-out. Once the department receives a letter of intent, 
it informs the county of the positions and funds which would be transferred to it 
if the county proceeds with opt-out. Counties are then required to submit an 
opt-out plan which is reviewed by the department. If the plan is approved, the 
department transfers the positions and funds as agreed. 

Six ofthe eleven counties have been informed of the resources which would be 
transferred to them in the event of opt-out. The remaining five were to be in
formed of their budgets by March 1981. The Department indicates it will transfer 
resources to those counties which complete the opt-out process at the beginning 
of 1981-82. 

Table 7 shows which counties are considering opt out, the date they expressed 
their intent and the funds and positions which the department has planned to 
transfer to them. 

Table 7 
Counties Considering Opt-Out 

in 1980-81 

County 
Alameda ................................................................................. ; 
Glen .................................................................................... ; .... . 
Lake ..................................... : ................................................... . 
Los Allgeles ........................................................................... . 
Mendocino ............................................................................. . 
Napa ......................................................................................... . 
San Joaquin .............................................................................. . 
Shasta ..... ; ........................................... ; ..................................... . 
Solano .•............................................................. : ..................... . 
Sonoma ........... ; ................................................................. ; ..... . 
Ventura ................................................................................... . 

"Data available 2-13-81. 
b Data available 3.1-81. 
C Data available 2-16-81. 

Date 
of Letter 
of Intent 
10-14-80 
12-29-80 
12-15-80 
12·24-80 

8-6-80 
8-8-80 
6-4-80 

1·19-81 
8-22-80 

12·29-80 
8-4-80 

Budget 
Positions 

19.5 
1 (est.) b 

I" (est.) . 
175 (est.) b 

7 
8.5 

12.7 
6 (est.) b 

9.5 
18 (est.) C 

9 

Amount 
$705,605

b 

-" 
_b 

249,688 
303,915 
454,697 

b 

375,573 
C 

410,374 

Impact of Budget Act Language. In addition to adopting the Budget Act lan
guage previously discussed, the Legislature adopted language in the Supplemental 
Report to the 1980 Budget Act which requires the Legislative Analyst to report by 
March 1, 1981, on the status of opt-out and the impact of the Budget Act language 
on the opt-out process. 

The response of the counties to the termination of the opt-out moratorium 
demonstrates that the language has been effective. While the language requiring 
the department to use the guidelines from prior opt-outs may discourage some 
counties from opting out, these guidelines provide guarantees for staff and mainte
nance of service requirements which seem equitable and appropriate. 

The language which authorizes counties to change the amount of service pur
chased from OMHSS, with six months' notice to the department, has created some 
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confusion. Certain opt-out counties believe that the language entitles them to 
transfer OMHSS staff prior to completion· of the opt-out process. 

1981 Budget Bill The Budget Bill, as introduced, does not include any lan
guage on opt-out. We understand, however, that the department does not intend 
to reimpose the opt-out moratorium. We recommend that, during budget hear
ings, the department inform the fiscal committees of its opt-out policy for the 
budget year. 

CALST ARS Position 
We recomend that the position requested to develop a cost allocation methodology for 

implementation of the CALSTARS project be approved on a limited term basis because 
development of the methodology is a short-term task. 

The budget requests one position and $36,090 to support implementation of the 
California State Accounting and Reporting System (CALSTARS). 

The Department of Finance is developing a statewide fiscal information system, 
called the California Fiscal InfOrmation System (CFIS), to provide uniform fiscal 
data on state expenditures. One component of the fiscal system is installation of 
a governmental program cost accounting system. In July 1980, the department 
contracted with a consultant to develop the cost accounting system which is called 
CALST ARS. The department intends to install CALSTARS in 17 pilot agencies and 
institutions during 1981-82. One of the agencies is the Department of Mental 
Health. The CALST ARS implementation schedule requires that the accounts for 
both department headquarters and Atascadero State Hospital be transferred over 
to the CALSTARS system in the budget year. The transfer of Metropolitan State 
Hospital accounts in 1982-83 will complete the installation of CALST ARS within 
the deparhnent. 

Because the department's existing accounting system is not structured to pro
vide the cost allocation data which is the basis of a cost accounting system, installa
tion of CALSTARS will be a complex and time consuming task. The position which 
the department is requesting will be used to (1) develop and monitor a cost 
allocation plan and (2) coordinate with the Deparhnent of Finance on CALST ARS 
requirements. We believe the position is needed and recommend that it be· ap
proved. 

Department staff indicate that development of the cost allocation system will 
require approximately two years. Because development of the system is a time 
limited task, we recommend that the position be approved on a limited term basis 
through June 30, 1983. 

\ 

Management Information System 
Chapter 1172, Statutes of 1979, appropriated, $300,000 to the Department of 

Mental Health to contract with an independent organization for the development 
of a comprehensive management information system. The measure required the 
department to submit a preliminary design to the Legislature by December 31, 
1979. 

The department did not select a consultant to design the system until the fall 
of 1980. Although the workplan for the project indicates that· the design will be 
completed by January 30, 1981, department staff indicate that the report will be 
transmitted to the Legislature in March. 
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Staffing Requirements for Sel'vice Area Teams 
We recommend that thedepartinent report to the fiscal committees by Aprill, concerning 

the functions of and staffing requirements for theSemceArea Tetirns. 
In 1978, the depaitment established six regional offices, or services areas, to 

provide (a) technical assistance to county mental health programs on clinical: 
issues and (b) administration and management capability at the local level. In the 
current year, the regional offices have 72 staff to perform these functions. These 
staff are called Service Area Teams. 

In February 1980, the department's director placed the field staff of the former 
Office of Mental Health Social Services under the administration of the Service 
Area Teams. This action added 363 staff tothe Service Area Teams. 

Prior to January 1, 1981, the Service Area Teams spent the major portion of their 
time conducting reviews of county mental health programs. These reviews were 
required by Chapter 1393, Statutes of 1978, which directed the department to 
evaluate all county programs by January 1, 1981. The measure also requires the 
department to conduct follow up reviews of the programs, but does not specify 
how often the follow up reviews must occur. Department staff indicate that now 
that the initial reviews have been completed, the teams will instead perfoI'm 
utilization and quality assurance reviews of the county programs. 

The director of the department has been examining the functions and staffing 
requirements for the. SerVice Area Teams, and will soon be making a final decision 
on t):lese matters. We recommend that the department report to the fiscal commit
tees by April 1 on the ·functions of and staffing requirements for the Service Area 
Teams. 

2 •. STATE HOSPITALS-MENTAL HEALTH: ITEMS 444-011-001 and 444-101. 
001 (a) 

General. Description; 
The department operates two state hospitals-Metropolitan and Atascader~ 

and manages programs for the mentally disabled in four hospitals administered by 
the Department of Developmental Services. 

Table 8 
State Hospitals-Mental Disabilities Program 

All Expenditures 

Change 1981~ 
Over 1980-81 

197~ 1980-81 1981-82 Amount Percent 
Judicially Committed 

General Fund .......................... $52,763,795 $60,325,789 $63,513,684 $3,187,895 5.3% 
Special Adjustment ................ -621,970 621,970 
Net General Fund .................. 52,763,795 60,325,789 62,891,714 2,565,925 4.3 
Reimbursements ...................... 834,279 3,896,033 3,650,078 -245,955 -6.3 

Subtotals ........................................ $53,598,074 $64,221,822 $66,541,792 $2,319,970 3.6 
Local Assistance 

General Fund .......................... 127,469,047 135,887,571 139,790,265 3,902,694 2.9 
Special Adjustment ................ -1,170,811 1,170,811 
Net General Fund .................. 127,469,047 135,887,571 138,619,454 2,731,883 2.0 

Subtotals ......... ; ............................ ~ $127,469,047 $135,887,571 $138,619,454 $2,731,883 2.0 
All State Hospital Expenditures 

General Fund .......................... 180,232,842 196,213,360 203,303,949 7,090;589 3.6 
Special Adjustment ................ -1,792,781 1,792,781 
Net General Fund .................. 180,232,842 196,213,360 201,511,168 5,297,808 2.7 
Reimbursements ...................... 834,279 3,896,033 3,650,078 -245,955 -6.3 

Total ........................................ $181,067,121 $200,109,393 $205,161,246 $5,051,853 2.5% 
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The budget proposes state hospital expenditures of $205,161,246 for programs 
serving the mentally disabled in 1981-82. This is an increase of $5,051,853, or 2.5 
percent, above estimated current year expenditures. The budget proposes an 
appropriation of $201,511,168. from the General Fund, which is an increase. of 
$5,297,808, or 2.7 ·percent above estimated current year expenditures. Table 8 
shows actual, estimated and proposed expenditures for the mentally disabled 
program in state hospitals. . 

Table 9 shows adjustments to the current year base which were used to derive 
the proposed 1981-82 level of expenditures. 

Table 9 
State Hospitals-Mental Disabilities Program • 

Summary of Budget Expenditure Changes 
From the Current Year 

1~1 Budget Base ................................................................. , ................... . 
. Baseline adjustments: 

Benefits ............................................................. ; ........................................... . 
. Merit salary adjusbnent ........ ~ .................................................................. . 
Price increase (operating expense) ....................................................... . 
Patton hospital overhead transfer .......................... : ........................... ; .. . 
Reduction in reimbursed programs ....................................................... . 

Budget Change Proposals: 
Camarillo Rd-Ed ........................................................................................ .. 
Patton security ............................................................................................. . 
Metropolitan security ................................................................................. . 

Special AdjUsbnent: ....................................................................................... . 
Atascadero State Hospital ......................................................................... . 
Metropolitan State Hospital ; .................. , ................................................ .. 

Total Adjusbnents ................................................................................... . 
1981-82 Expenditures ..................................................................................... . 

General Fund .............................................................................................. . 
Reimbursements ............................................................ ; ............................ . 

Arfjustment 

$170,433 
2,584,309 
2,829,596 
1,324,802 
-245,955 

-SO,OOO 
66,100 

165,349 
-1,792,781 
(-621,970) 

(-1,170,811) 

Total 
$200,109,393 

$5,051,853 

$205,161,246 
201,511,168 

3,650,078 

• Includes $62,891,714 in Item 444-011-001 for Judicial Commibnents and $138,619,454 in Item 444-101-
011 (a) for Local Assistance. 

Special Adjustments Redudions-state Hospitals 
The state hospitals budget reflects a General Fund reduction of $1,792,781 for 

"special adjustments". Table 10 details these adjustments. 

Table 10 
Special Adjustment Reductions·State Hospitals

MeJ:'ltally Disabled Program 

Special Adjustments 
Category Positions Amount 

Operating expenses ........................................................................................ -$566,114 
Program consolidation ...................... ;........................................................... -26 -684,667 
Reduction in Non-Level-of-Care Staff ...................................................... -23 -542,000 

Totals.............................................................................................................. -49 -:$1,792,781 
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Revenue from County Match 
Existing law requires that local programs provide a minimum of 10 percent 

match from local funds to obtain state hospital services for persons whom they 
admit to the hospitals. The county match requirement was waived for 18 months 
following the passage of Proposition 13. As of January I. 1980, however, local 
programs were again required to pay their 10 percent share. The department 
estimates that it will collect $11,664,219 from the counties in 1981-82. These funds 
will be deposited in the General Fund as revenue. 

Cross-Cutting Issues 
A number of issues concerning the state hospitals involve both the Departments 

of Mental Health and Developmental Services. These issues are discussed in the 
"All State Hospitals" section of our analysis of the Department of Developmental 
Services budget request. This section begins on page 842 of the Analysis. 

The following is a list of the issues and recommendations we make in that section 
that affect the Department of Mental Health. 

1. ACR 103 Reports. We recommend that during budget hearings the depart
ment be prepared to discuss the status of its final ACR 103 report. 

2. Non-Level-of-Care Positions. We withhold recomniendation on the 
$27,690,407 requested for non-Ievel-of-care positions inItem 444-101~1 (a), pend
ing receipt of the non-Ievel-of-care staffing standards required by ACR 103. 

3. Operating Expenses. We withhold recommendation on the $11,146,718re
quested in Item 444-101-001 (a) for operating expenses, pending receipt of the 
department's report on cost categories affected by population decline. 

4. Mentally Disabled Programs in Hospitals Operated by the Department of 
Developmental Services. We recommend that (1) the directors of both depart
ments appear jointly before the fiscal committees to justify the proposed reim
bursement level for mentally disabled clients in developmentally disabled 
hospitals and (2) Budget Bill language be adopted requiring both departments to 
report jointly on the combined population levels in the hospitals. 

5; . Report by the Health and Welfare Agency. We recommend adoption of 
supplemental report language requiring the Health and Welfare Agency to report 
on the management problems created by joint administration of the hospitals. 

Population Projections 
We recommend that the department submit to the fiscal committees by April 1, 1981, 

information on the increasing number of penal commitments to the state hospitals. 

When the budget for 1980-81 was introduced. (January 1980), the department 
estimated that the number of mentally disabled beds in state hospitals would 
decline from·4,760 to 4,160 by the end· of 1980-81, a reduction of 600 beds. The 
budget for 1981-82, however, estimates that the mentally disabled population will 
decline from 4,984 to 4,436 by the end of 1980-81-a decline of 548. During the 
budget year, the department projects that the number of patients will decline 
further, from 4,436 to 4,236, a reduction of 200 beds. Table 11 details the population 
projections set forth iIi the 1981-82 budget. . 

All of the bed reductions estimated for the current and budget years are sched
uled to occur in hospitals operated by the Department of Developmental Services. 
We discuss the projected reductions in our analysis of the Department of Develop
mental Services budget, beginning on page 843. 

Penal Commitments • . The budget indicates that there has been a marked in
crease in the number of penal code clients in the hospitals. Narrative in the budget 



886 / HEALTH AND WELFARE 

DEPARTMENT OF MENTAL HEALTH-Continued 
Table 11 

Mentally Disabll[ld 
State Hospital In hospital Population 

at End of Fiscal Year 
1977-78 to 1981~ 

Department of Mental 
Health Hospitals 

Metropolitan 
1..ocal ProgrllIIlS .......... ; ..... , ...................................... . 
Penal Code· ............................................ ; .................. . 
· Other Agencies' .................................. ; ............. ; ... .. 

Subtotals ............................................................... . 
Atascadero 

Local Programs ....................................................... . 
Penal Code ............................................................... . 
Other Agencies ........ , .............................. : ............... . 

Subtotals ............................................................... . 

Department of Developmental 
S!Jrvices Hospitals 

Camarillo 
Local. Programs ..... , ....... ; ......................................... . 
Penal Code ............................................................... . 
Other Agencies .......................... , ............................ . 

Subtotals ............................................................... . 
Napa 

Local Programs .. , ......................................... ; ......... .. 
Penal· Code ........ ; ...................................................... . 
·Other Agencies ...................................................... .. 

Subtotals ........... ; .................................................. .. 
Patton 
~al Programs .......................................... , ............. . 
Penal Code ............................................................... . 

, ·Other Agencies ...................................................... .. 
Subtotals ............................................................... . 

Stockton 
Local Programs ....................................................... . 
Penal·. Code ....................................................... ; ....... . 
· Other AgenCies ............... ; .......... ; ............................ . 

Subtotals ............................................................... . 

Total Population 
Total Local, Programs ............................................. . 
Total Penal Code ............... ;; ................................. .. 
Total·6ther Agencies ............................................ .. 

Total MD ............................................................... . 
Changes fro~ Preceding Year 
Local Programs ................. ; .................................... .. 
Percent Change ....... ; ............................. , ............... . 

· Penal Code .............................................................. .. 
Percent Change ....................................... ; ....... , ..... .. 
Other Agencies ........................................... : ........... . 

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

Actual 
1978 1979 

735 645 
14 31 
93 93 --

842 769 

145 118 
772 772 
55 55 

972 945 

870 847 
18 36 
56 56 

944 939 

1,192 1,190 
166 160 

2 2 -
1,360 1,352 

188 198 
721. 742 

3 3 

912 943 

50 66 
4 1 

45 45 

99 112 

3,180 3,064 
1,695 1,742 

254 254 

5,129 5,060 

-404 -116 
-11.3% -3.6% 

-29 +47 
-1.6% 2.7% 

-433 -69 
-7.8% -1.3% 

Item 444 

Esiimated Projected 
1980 1981 1982 

688 732 732 
7 25 25 

93 93 93 
788 850 850 

77 32 32 
831 886 886 
55 55 55 -

963 973 973 

765 506 406 
36 
56 56 56 

857 562 462 

1,141 1,003 913 
208 88 88 

2 2 2 

1,351 1,093 1,003 

166 122 112 
775 788 788 

3 3 3 -
944 913 903 

35 
1 

45 45 45 
81 45 45 

2,872 2,395 2,195 
1,858 1,787 1,787 

254 254 254 -
4,984 4,436 4,236 

-192 -477 -200 
-6.2% 16.6% -8.4% 
+116 -71 

6.6% -3.8% 

-76 -548 -200 
-1.5% -10.9% -4.5% 

• "Other agencies" includes patients treated through contracts, including alcohol and drug programs. 
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states that the department will submit additional information on the status of penal 
code populations to the Legislature during budget hearings. We recommend that 
the department submit this information prior to budget hearings so as to provide 
the Legislature with sufficient time to review the information. 

Population Reports Required Section 28.31 of the 1980 Budget Act requires 
the department to report to the Legislature by October 1, January 15, and May 15 
on the state hospital population levels. In addition, the language requires that, if 
the actual population exceeds the estimated population by 50 or more, the depart
ment must also report on the causes of the increased population level. The depart
ment has not submitted the October 1 and January 15 reports required by Control 
Section 28.31. 

State Hospital Savings 
Background Populations in the state hospitals have been declining since the 

early 1960's. Data available from 1959-60 through 1979-80 show a population de
cline from 36,771 to 4,984 beds, a reduction of 31,787. 

Traditionally, the department's budget proposes reductions oflevel-of-care staff 
to adjust for the population decline anticipated in the budget year. Th.e depart
ment retains the funds associated with the positions, however, and, in theory, 
subsequently transfers the funds to local programs as the programs reduce their 
use of the state hospitals. 

During hearings on the department's 1980-81 budget, the Legislature adopted 
Budget Act language which required the department to reduce non-Ievel-of-care 
positions as well as level-of-care positions in adjusting for population decline. The 
Legislature also adopted supplemental report language requiring the departnient 
to evaluate all state hospital cost categories affected by population decline and to 
submit a report to the Legislature by November 1, 1980, which detailed a plim for 
reducing these costs in the future. The department has not submitted the required 
report. 

1981-82 Proposed Transfer. Narrative contained in the budget states that $13.7 
million in state hospital savings will be transferred to local mental health programs 
in 1981-82. The $13.7 million proposed for transfer includes actual and estimated 
savi.ngs for both non-Ievel-of-care and level-of-care staff for a three-year period. 
Table 12 displays the sources of the savings, by fiscal year, according to department 
staff. 

Table 12 
State Hospital Savings 

Proposed for Transfer to 
Local Programs in 1981-82 

Bed 
Fiscal Year Reduction 

1979--80 ...................................................................................................... 150 
Non-Level-of-Care Staff .............................................................. .. 

1980-81 ...................................................................................................... 400 
Non-Level-of-Care Staff ............................................................... . 
Level-of-Care Staff ....................................................................... . 

1981-82 a • ....... ...... .......... ............ ......... .................... ........... ............ ............ 200 
Non-Level-of-Care Staff .............................................................. .. 
Level-of-Care Staff .............. , ........................................................ . 

Total ............................... ;...................................................................... 750 

Amont 
Reduced 
Per Bed 

$6,753 

6,753 
18,615 

3,377 
9,308 

il Only half of the amounts associated with staff are proposed for reduction in 1981-82. 

Total 
Reduction 

$1,012,875 

2,701,200 
7,446,000 

675,400 
1,861,500 

$13,696,975 
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We have the following concerns about the administration's proposal. 
1. In the past, the 'savings' which should have been transferred to local pro

grinn's has instead been reallocated to cover other expenditures. For example, in 
1978:-79, $1,600,000 in savings associated with a decline inthe number of clients 
placed by local programs was used to cover the increased costs of judicially com
mitted clients. In 1979-80, the department reallocated $1,900,000 in savings to fund 
the 10 percent local share of services provided by the Office of Mental Health 
Social Services. Department staff indicate that the department may be required 
to reallocate savings in the current and budget years because of the increasing 
numbers of judicial commitments in the state hospitals and increases in operating 
expenses. 

2. The 'savings' projected for 1!JtJ0....8] and 1981-82 are unlikely to occur: For 
these. savings to materialize, the state hospital population must decline by 677 
before June 1982. We indicate in our analysis of the state hospitals on page 843 that 
a patient reduction of the magnitude is unlikely, given past trends. 

3. The transfer amounts are arbitrary. Clearly, the hospitals should. reduce 
more than just level~of~care staff as the population declines. These reductions, 
however, should not be made until after staffing requirements have been 
analyzed, and a. rational plan. has been developed detailing the relationship 
between· population levels and staffing needs. On two occasions, the Legislature 
has asked for such a plan~first in 1978, by requiring the department to ~evelop 
staffing standards for non-Ievel-of-care positions, and second, in 1980, by requiring 
the department to analyze cost categories affected by population decline. The 
department has . not responded to either legislative request. A deliberate plan for 
reducing non-Ievel-of-care staffing is particularly necessary because of the existing 
maldistribution of these. resources in the hospitals. (See pages 846 and 848). The. 
administration intends to develop a plan to justify the amounts proposed for 
transfer to counties prior to the beginning of the budget year. In our view, the plan 
should have preceded the decision to obtain the projected savings of $13.7 million. 

PaHon State Hospital 
We withhold recommendation on the augmentation of $1,324,802 budgeted in Item 444-

011-001 to shift overhead expenses at Patton State Hospital from the Departmentof Develop
mental Services to the Department of Mental Health, pending receipt of justification for the 
amount. We iecommendthat the department review the costs included in the adjustment 
and, by April 1, 1981, provide to the fiscal committees specific justification of the amount 
needed to maintain required support services at the hospital. 

The department's 1981-82 proposed budget includes $1,324,802 transferred from 
the budget of the Department of Developmenta) Services. This proposed transfer 
reflects the shift in certain overhead expenses from the program for the develop
mentally disabled to the program for the mentally disabled at Patton State Hospi-
tal. .. 

Background Currently, Patton State Hospital serves both mentally and deve
lopmentally disabled clients. As of November 25, 1980, Patton was serving 275 
developmentally disabled and 951 mentally disabled clients. 

The Department of Developmental Services is in the process of closing the 
program for the developmentally disabled at Patton. If client transfer and place
ments proceed according to schedule, the program will be closed by July 1,1982. 

The Department of Developmental Services has reduced the funds included in 
the 1981-82 budget for staff and operating expenses at Patton by $9,056,135. This 
reduction has been made to account for the decreased costs at the hospital result
ing from phase out of the developmentally disabled program. The hospital's ad-
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ministrator, however, does not believe that the hospital can operate with a reduc
tion of this size. Consequently, the hospital administrator reviewed the staffing in 
the hospital and determined that the hospital could withstand a reduction· of 
approximately $7,731,333. The Department of Developmental Services accepted 
the hospital administrator's evaluation, and requested that the Department of 
Finance augment the Department of Mental Health's 1981-82 budget by $1.3 
million. This augmentation was intended to provide funds for the staff which the 
hospital administrator believed were necessary for continued hospital operation. 
Accordingly, the Department of Finance reduced the $9,056,135 from the Dep~t
ment of Developmental Services's budget and added $1,324,802 to the Depart-
mentof Mental Health's budget.. . 

Our analysis indicates that the adjustment does not accurately account for the 
decreased expenditures which should occur with a population requction of ap
proximately 23 percent. For eXaplple, the hospital has 52staff i,n food production,' 
including 15 cooks, 4 supervisory cooks, and 18 food service workers. Yet the 
budget reduces ony 1 position in food production-a clinical dietitian. Additional
ly,thehospital has 14 automotive equipment operators in plant operations, but is 
not reducing any of these positions to adjust for the phase out. . .. 

Staff in the Department of Mental Health indi.cate that they are unable to justify 
the $1,324,802 adjustment because DMH staff were not involved in the develop
ment of. the. proposal. We conclude that because the adjustment represents. an 
augmentation to the Department of Mental Health's budget, staff SllOuld famila
rize themselves with the proposal and justify the amount which is required for 
continued operation of the hospital. 

We withhold recommendation of the augmentation of $1,324,802, pendingre
ceipt of additional information. We further recommend· that the Department of 
Mental Health review the costs included in the adjustment and provide specific 
information on the appropriate amount to the fiscal. committees by April·l, 1981. 

Salary Savings Increase 
We recommend that the amount budgeted for salary savings at two state hospitals be based 

on the method usedin calculating salary savings at the othermne stilte hospitals, fora 
reduction in Item 444-101-001 (a) of $437,189lromthe General Food. 

In preparing a budget, all departments must include an amoUIlt .for proposed 
salary savings. Such savings are expected to accrue due to vacant positions, leaves. 
of absence, turnover, delays in filling positions, and the refilling of positions at the 
minimum salary range. The State Administrative Manual (SAM) reqliires that the 
amount of such savings be estimated according to past experiencein filling vacan
cies and expected turnover and employment conditions in tllecoming' year. 
Consequently, the rate and amourtt of salary savings varies among departments 
and agencies, reflecting the conditions peculiar to each. . .... ' 

The Department of Mental Health has budgeted salary savings of$3,Q85,802.for 
its two· state hospitals, which is 5.8 percent of theanioUIltincluded for personnel 
services; IIi contrast, the Department. of DevelopmentalSei-vices has pudgeted 
$19,332,831 in salary savings for the other nine hospitals, which is 6.6 percent of the 
amount included for personnel services in those hospitals. . . 

The department· has been urtable to demonstrate that its . two hospitals have a 
different salary savings experience than those operated by the Deparbnentof 
Developmental Services. In the absence of data which.demonstrates different 
vacancy rates, turnover, . leaves of absence, etc., we. recommend that the salary 
savings rate used at the Department of Developmental Services hospitalsbeap
plied to the hospitals operated by the Department of Mental Health. Applying the 
6.6 percent ratio·to the department's personnel services request results.in salary 
savings of $3,522,991, which is $437,189 higher than the amount proposed m the 
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. budget for 1981-82. Accordingly, we recommend deletion of the $437,189 from 
Item 444-101-001 (a). 

Stockton State Hospital 
We recommend that the department report to the fiscal committees by April 1, 1980 on 

the savings which will result from closure of the program for the mentally disabled at 
Stockton State Hospital. 

According to the budget, the program for the mentally disabled at Stockton 
State Hospital will be eliminated during 1980-81. We understand that the depart
ment is allocating local assistance funds to San Joaquin County to develop a com
munity program to replace the state hospital program. The budget, however, does 
not reflect any savings from the closure of the program. We recommend that,the 
department prepare a detailed evaluation of these savings and submit the evalua
tion to the fiscal committees by April 1, 1981. 

Re-Education Program 
We recommend a reduction of the amount budgeted for staff at Camarillo State Hospital 

to reflect savings which will result from implementation of the Re-education project, for a 
General Fund savings of $49,331 in Item 444·101-(){)1 (a). 

The purpose of re-education projects is to demonstrate that seriously disturbed 
children and adolescents can be treated effectively in home-like environments by 
placing emphasis on education and skills for daily living. 

The department will be establishing re-education projects in four locations dur
ing 1981-82-0ne at Camarillo State Hospital and three in county programs (Santa 
Barbara, Alameda and Ventura). The Camarillo project will be funded primarily 
with existing resources. The county projects will be established with funds pro
vided in the 1980-81 augmentation. Because the department has not yet finalized 
plans for expenditure of the 1980-81 augmentations, specific information on the 
countyre-education projects is not available. The department is proposing to 
relocate 16 children at Camarillo from the hospital to modular living units located 
on hospital grounds. The children will reside in the units where they will receive 
education and treatment services. Existing hospital staff will be used to provide 
treatment services after the staff have been trained in the methods of re-educa
tion. 

The costs of implementing the project at Camarillo are (1) a one-time expendi
ture of $50,000 for site preparation, (2) $57,600 to lease the three modular units and 
(3) staff training costs. The department estimates that because the re-education 
model requires fewer medical and level-of-care staff, implementation of the 
project will result in first year savings of $99,331 in personal services and ongoing 
savings of $149,331· thereafter. 

The department has reduced its budget by $50,000 to account for the savings 
which will result from implementation of the re-education project. Consequently, 
we recommend deletion of the additional $49,331 which the department estimates 
will be saved in the budget year. 

Hospital Automation 
We recOmmend deletion of the eight positions and $654,072 from the General Fund reo 

questediri Item 444-(){)1-OO1 to automate certain hospital functions at Metropolitan State 
Hospital because the Departments of Mental Health and Developmental Services have not 
coordinated their approaches to automation. We further recommend that, prior to budget 
hearings, the department (1) report to the fiscal committees on its response to consultant 
recommendations on implementing a hospital automation system and (2) submit jointly with 
the Department of Developmental Services an analysis of the costs and benefits of imple
menting each of the proposed automation systems in all eleven hospitals. 
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The department is requesting eight positions and $654,072 to automateadmis-
sionsand discharge functions at Metropolitan State Hospital. . 

Background In its 1980-81 budget, the department requested $355,639 and 
eight positions to implement a hospital automation project at Metropolitan State 
Hospital. In reviewing the department's request, the Legislature became aware 
that the department had already procured a software package ~alled the Patient 
Care System·.(PCS) which automates numerous hospital functions. The Legisla
ture was . also . informed that the department had installed the system without (1)·· 
performing anadequate feasibility study, (2) requesting competitive bips,and .(3) 
reviewing the impact of the system on automation requirements in other state 
hospitals. The fiscal cominittees approved funding for 5 positioIl$on the conditiQn 
that the department (1) contract for all evaluation of the most appropriate auto
mation system for·the hospital, (2) perform ajoint hospital automation study with 
the Department of Developmental Services, and (3) report quarterly on its data 
processing activities .. The Legislature also adopted Budget Act and supplemental 
report language which required the department to submit the reports described 
above and limited the use of the Metropolitan system to the automation ofadmis~ 
sions and discharge functions. 

Implementation of PCs. The department currently is. attempting to· imple
ment the admissions, discharge and patient tracking element of PCS. Howev~r. 
because the project has not been implemented ina manner that provides the 
response time hospital staff require, the system is not being used on an ongoing 
basis. The department's request for 1981-8~includesfunds to install a computer 
at Metropolitan to provide the necessary response .time. 

Consultant's Report; The department made a copy of the consultant'sevalua
tion of hospital automation systemS available in October 1980. The consultant 
recommended the Patient Care System, primarily because (1). PCS was the most 
flexible of the systems reviewed and (2). the department had staff familiar with 
the system. The consultant; however, reviewed the requirements only of the 
Department of Mental Health's two hospital8--'Metropolitan and Atascadero" 
Consequently, the consultant's firtdings cannot be applied to the automation re
quirementsfor the other nine hospitals. 

The consultant made a number of recommeridations on implementation of the 
system. SpecificaIly, he recommended that the department (1) develop a two-year 
plan outlining its management information system goals, (2) use an on-site com
puter instead of using the Health and Welfare Agency Data Center to provide 
risers with an adequate response time, (3) establish a user group to identify lind 

. resolve problems, and (4) install. the system at Atascadero State. Hospital rather 
than Metropolitan. 

To our Imowledge, the department has not responded to the consultant'srecom~ 
mendations. We reCOIIimend that the department develop su~h a response and 
submit it. to the fiscal cominitteesprior to budget hearings. 

Data Processing RePorts. The Legislature required the department to report 
quarterly on its data processing activities. COIl$equently, the department should 
have submitted reports on September 1, 1980iuid December 1, 198O .. The depart
ment submitted the September 1 report on October 2, 1980. It has hot submitted 
the repottrequired on December 1. 

Joint Hospital Automation Report. The Departments of Mental Health apd 
Developmental Services have not yet s.ubmittedthe joint report that was dlie 
Decemberl, 1980. A draft report submittedmJanuary 1981 indicates ~tthe two 
departments intend to maintain separate approaches to automating state hospital 
functions, even at those four hospitals that contain programs for clients of both 
departments. We discuss this issue on page 852 of this Analysis, where we recom
mend that, prior to budget hearihgs, the departments jointly prepare a report 
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analyzing the costs and benefits of implementing each of their two proposed 
systems in all eleven hospitals. . . 

Automation of hospital functions can result in increased efficiency and large cost 
savings. However, automation itself is a costly process and should not occur in the 
absence of planned and coordinated development. We cannot recommend ap
proval of the funds requested for automation of the hospitals in the absence of a 
plan which reconciles the different automation approaches of the two depart
ments, or demonstrates the benefit of maintaining separate systems. 

On this basis, we recommend deletion of the eight positions and $654,072 re
quested to automate the admissions and discharge functions at Metropolitan. 

3. LOCAL MENTAL HEALTH PROGRAMS: ITEM 444-101-001 

Proposed. General Fund Support 
The budget proposes an appropriation of $502,142,136 from the General Fund 

for assistance to local mental health programs in 1981-82. This is an increase of 
$7,606,378, or 1.5 percent, over estimated current year expenditures. Total 
proposed expenditures in 1981-82, including reimbursements,· are $569,315,053, 
which is $7,606,378 or 1.4 percent, ·above estimated current year expenditures. 
Table 13 displays local assistance. expenditures and funding sources for the prior, 
current and budget years. 

Table 13 
Department of Mental Health Local Assistance 

1979-80 Through 1981-82 

197f)...8(} 1980-81 1981-82" 
State. Hospitals 

General Fund ....... ; ...... , ..... $127,469,047 $135,887,571 $139,790,265 
Special Adjustment ........ ~. -1,170,811 
Net General Fund ............ 127,469,047 135,887,571 138,619,454 
Reimbursements .............. 

Total Expenditures .............. $127,469,047 $i35,887,571 $138,619,454 
Local Programs 

General Fund .................... $289,867,003 $358,648,187 $363,822,712 
Special Adjustment .......... -300,030 
Net General Fund ............ 289,867,003 358,648,187 363,522,682 
Reimbursements .............. 64,878,778 67,172,917 67,172,917 

Total Expenditures .............. $354,745,781 $425,821,104 $430,695,599 
Local Assistance Total 

General Fund .................... $417,336,050 $494,535,758 $503,612,977 
Special Adjustment ..... : .... -1,470,841 
Net General Fund ............ 417,336,050 494,535,758 502,142,136 
Reimbursements .............. 64,878,778 67,172,917 67,172,9i7 

Total Expenditures .............. $482,214,828 $561;708,675 $569,315,053 " 

a. Includes $4,600,()()() proposed for reappropriation in Item 444-490. 

Change 1981-82 
Over 1980-81 

Amount Percent 

$3,902,694 2.9% 
-1,170,811 

2,731,883 2.0 

$2,731,883 2.0% 

$5,174,525 1.4% 
-300,030 

4,874,495 1.4 

$4,874,495 1.1% 

9,077,219 1.8 
-1,470,841 

7,606,378 1.5 

$7,606,378 1.4% 

Of the $502,142,136 requested from the General Fund to provide local assistance 
to county programs $138,619,454, or 28 percent, is budgeted to support local mental 

. health clients receiving state hospital services. We discuss the state hospitals on 
page 883. 



Item 444 HEALTH AND WELFARE / 893 

The General Fund amount budgeted for local mental health programs, exclud
ing state hospitals, is $363,522,682, which is $4,874,495, or 1.4 percent, above es
timated current year expenditures of $358,648,187. Table 14 displays local program 
expenditures and funding sources. fot the past, current and Dudget years. 

Table 14 
Department of Mental Health 

Local Mental Health Programs (Excluding State Hospitals) 
Total Expenditures 

1979-80 through 1981-4l2 

1979-80 1!J8O../J1 1981-82" 

Change 1981-82 
Over 1!J8O../J1 

Amount Percent 
General Fund 
A. Prevention Contracts ................ $669,757 $897;743 $817,500 -$80,243 -8.9% 
B. County Programs ........................ 288,883,586 357,436,784 358,091,552 654,738 .2 
C. Reappropriation for County 

Programs ...................................... 4,600,000 4,600,000 100.0 
D. Local Mandates .......................... 313,660 313,660 313,660 
E. Special Adjustment .................... -300,030 -300,030 100.0 --
Net General Fund ............................ 289,867,003 358,648,187 363,522,682 4,874,495 1.4 
Reimbursements ................................ 64,878,778 67,172,917 67,172,917 

Total Expenditures .................. 354,745,781 425,821,104 430,695,599 4,874,495 1.1 
a D~es not include $13,696,625 which the. administration states will be transferred from the hospitals to 

local programs in 1981-82. Does include $4,600,000 reappropriated in Item 444-490. 

Table 15 details proposed General Fund expenditure changes for local programs 
from the current year; 

Table 15 
Department of Mental Health 
Local Mental Health Programs 

(excluding state hospitals)' 
Proposed General Fund Adjustments 

1981-82 

1980-81 Budget Base ................................................... ; .............. ; ...................... . 
Baseline Adjustments: 

Merit Salary Adjustment ............................................................................. . 
Price Increase ................................................................................................. . 
Utilization Review Contract Transfer ................................ ; ...................... . 
We Care Contract Transfer ......................................................................... . 

Special Adjustment ............................................................................. ; ............. . 
Programs Funded in Prior Legislation 
1. Chapter 259, Statutes of 1979--Rollover ................................................. . 
2. Chapter 1144, Statutes of 1979--Tuolumne General ........................... . 
3. Chapter 1194, Statutes of 1979--Case Management. ............................ . 
4. Chapter 1172, Statutes of 1979--Prevention ......................................... . 
5. Chapter 1239, Statutes of 1980-San Joaquin ........................................ :. 
6. Chapter 1291, Statutes of 1980-Aging ................................................... . 
Augmentations b 

New Programs ................................................................................................... . 
Reappropriation of 1980-81 
Local Program Savings .................. : ................................................................. .. 
Total Adjustments ............................................................................................. . 
1981-82 Budget ................... : ............................................................. ; ................. . 

Adjustment 

$214,295 
386,806 
500,000 

-164,957 
-300,030 

~3,OOO,OOO 
...,.102,657 
-500,000 
-80,243 

-3,000,000 
-78,719 

1,800,000 

4,600,000 

Total 
$363,248,187 

274,495 
$363,522,682 

" Funds budgeted in local assistance for state hospitals provide an additional amount of $138,619,454 from 
the General Fund. 

b Does not include $13.7 million which the administration states will be transferred in 1981-82 from the 
state hospitals to local programs. . 
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Short-Doyle/Medi-Cal Local Programs 
Background Since Hyn, Medi-Cal funds have been included as part of the 

allocation for local mental health programs. The General Fund share of Medi-Cal 
is appropriated to the Department of Mental Health. The federal fund share, 
however, is appropriated to the Department of Health Services. To obtain the 
federal share of the allocation,. counties must bill the Department of Mental 
Health, which bills the Department of Health Services. The department's budget 
assumes that $B2 million will be allocated to the counties for Short-Doyle I Medi-Cal 
in. 1981-82, ($41 million federal funds and $41 million General Fund). . 

For several years, the.federalgovernment has been examining the use offederal 
funds for local mental health programs. Federal officials, as well as staff in the 
Department· of Health Services; have raised a number of questions about the 
extent to which use of federal funds in these programs complies with federal 
medicaid, law and regulations. Because these issues have not been resolved (1) the 
federal·governmerit·has·been withholding a portion of the funds requested for 
S:hort~Doyle/Medi-Calfrom the advances it provides to the Department of Health 
Services and (2) the Departmen~of Health Services has been refusing payment 
for a portion of the claims submitted to it by the Department of Mental Health. 
For example, to date; the Department of Mental Health has received orily $10.6 
million in federal Short-Doyle/Medi-Cal reimbursements for 1979-BO"although its 
1979-80 budget assumed reimbursements of $41 million. DUring the current year. 
the department haS had to redirect $5.4 milli9n from local program savings to 
cover provider costs which the Department of Health Services will no longer pay. 

Claims System Required The fedetal governinent has informed the adminis
tration that it will refuse to reimburse Short-Doyle/Medi-Cal providers after July 
1, 1981 if the state does not establish a cl~g system which meets Medicaid 
requirements. 

In general terms, the claims processing system must be able to verify that: 
1. The patient was Medi-Cal eligible when the service was rendered, 
2; The providers who bill MedicCalare qualified under Medi-Cal program 

guideliries to submit claims; 
3. Eligible· providers claim orily for Medicaid reimburseable servicElll, and 
4. The amount paid for the service is reasonable and appropriate under federal 

guideliries. 
In addition, the federal g<>verrtment has indicated that the state musttakesteps 

to insure that providers have functional utilization controls which preclude the 
delivery of medically llIlnecessary services. 

The admiriistration is requ,esting a total of 20 new positions,and $1.~ million to 
address the issriesraised by the federal government with respect to the Short
Doyle/Medi~Cal program. These positions are in addition to 16 positions presently 
assigned to the Short-Doyle Medi-Cal function. Ten of these new positions would 
be established in the Department of Health Services, three would be in the De
partment of Alcohol and Drug programs and the remainder would be .in the 
Department of Mental Health. Table 16 details existing and proposed positions. 



Technical Assistance 
Utilization Review .... 
Policy Development 
Compliance Monitor-

ing ....................... . 
Financial Audits ....... . 
Clairils Processing ... . 
Rate Development .. 
Total Positions ........... . 
Amount ...........•............ 

Department of 
Mental Health a 

Existing Proposed 
6 3 e 

4 

4d (4) d 

1 d (1) d 

12 
$384,988 

7 
$258,011 

Table 16 
Short-Doyle/Medi·Cal 

Existing and Proposed Positions Department of 

Total 
9 

5 

4d 

Id 

19 
$642,999 

Department of Department of Alcohol 
Health Servicesb and Drug PrOgrams" 

Existing Proposed Total Existing Proposed Total 

4 

4 
$248,170 

6 

1 

2 
1 

10 
631,686 

10 

2 
1 

14 
$879,856 

o 

1 1 

3 3 
$150,620 $150,620' 

a Funded 40 percent federal, 60 percent state. 
b Funded 63 percent federal, 37 percent state. 
" Funded 57 percent federal, 43 . percent state. 
d Authorized for 1980-81 only, seeking reestablishment through July I, 1983. 
e Seeking establishment through July I, 1983 

Existing 
6 
4 
1 

4 
1 

16 
$633,158 

All Departments 
Proposed 

4 
6 
5 

1 
1 
2 
1 

20 
$1,204,218 

Total 
10 
10 
6 

1 
5 
3 
1 

36 
$1,706,763 

...... 
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Item 444 

Programs are DiFFerent. The Medi-Cal program and Short-Doyle program are 
fundamentally different, even though both programs fund services for mentally 
disabled persons. Medi-Cal is a highly structured, centralized, medically orientat
,~.d.program. with numerous service limitations. The controls on service in the 
Medi-Cal program are intended to prevent the delivery of unnecessary services, 

. and to keep expenditures to the minimum. 
7lThe Short-Doyle program, in contrast, is decentralized and varies greatly from 
~(;>unty to county. The program offers a wide range of services, and its primary 
Qrientationis social~rehabilitation rather than medical. The oversight role of the 
state, in the Short-Doyle program is minimal. Consequently, there are few limita
ljQIJS. on the amount or types of services which can be funded from the program. 

In the past, the Short-Doyle/Medi-Cal program has been virtually identical to 
all other portions of the Short-Doyle program. If the state is to continue receiving 
federal support for the Short-Doyle/Medi-Cal program, the program will have to 
be substantially altered. . 

. The Administrations' Decision. It is unclear how much of the structure of the 
fee-for-service Medi-Cal program must be imposed on the Short-Doyle program 
in order to retain federal matching funds. The administration has made the deci
sion to place at least some of the features of Medi-Cal fee-for-service controls on 
a portion of the Short-Doyle program. Whether this will satisfy federal require
~ents is not known. It may be that the state will have invested substantial re

. sellrces in restructuring the Short-Doyle I Medi-Cal program, only to discover that 
th~amount 'of federal funds provided under the more restrictive procedures 
eq1:i'aIs the amount the Short-Doyle programs could bill through the regular fee
£i>r~seivice mechanism. In any event, it is unlikely that county programs will 
receive the $41 million in federal Medi-Cal funds which is assumed in the Gover
n.ei~s' 1981-82' Budget. 

0il-i". . 
$hort .. Doyle/Medi-Cal: Position Requests 
~eT(!COmmend (1) approval of the four positions requested for Shorf-DoyleIMedi-CaJ 

pgl!.cy!1evelopment on.a lmited term basis, (2) approval of the five positions requested for 
liriimcialaudits and (3) deletion of the three positions requested to provide technical assist
~to 'Counties, for a reduction of $117,648 in Item 444-OOl-fJ01 ($47,059 from reimburse
ifl~1t~ ilIld $70,589 from the .General Fund). 
mL>c>",_". -' 

~Jl ·1980-81, the department requested 14 positions to work on Short-Doyle I 
MedH~al problems-five positions to perform financial audits of Short-Doyle I 
~~~~Calproviders and nine positions, to provide technical assistance to counties 
on utilization review. The Legislature authorized the five audit-related positions 
for one year, and authorized six of the nine utilization review positions, for a total 
of 11 authorized positions. 

For 1981-82, the department is requesting 12 positions and $421,912 to support 
v,atiQUS functions related to the administration of the Short-Doyle/Medi-Cal pro
gram. Specifically, the department is requesting (1) four positions (three program 
analysts and one secretary) and $140,363 to develop policies and procedures for the 
Sho~t~Doyle/Medi-Cal program, (2) $163,901 and reauthorization for the five au
dit~related positions authorized in 1980-81, and (3) three positions and $117,648 to 
provide technical assistance to counties on complying with Medi-Cal regulations. 
The·five audit-related positions and the three technical assistance positions are 
:r~g~ested on a limited term basis until July 1, 1983. Of the $421,912 requested, 40 
~~l'cent,or $168,765, is from the General Fund and 60 percent, or $253,147, would 
be.funded through federal reimbursements. 
~Tii)IQ1icyDeveJopment StaF£ Presently, the department has one full time posi
~P.Ji:l .. ~Ol"king to resolve Short-Doyle Medi-Cal problems. The department is re-
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questing three additional analysts and one secretary to augment staff for this 
purpose. According to the department's budget change proposal, the staff will 
work on numerous projects aimed at increasing the amounts of federal Medi-Cal 
funds which mental health programs can receive. These projects include (1) 
developing standards for day treatment and day care services, (2) developing a 
fiscal control system for Short-Doyle I Medi-Cal, (3) developing licensing and certi
fication requirements for Short-Doyle I Medi-Cal providers,and (4) developing an 
acceptable Short-Doyle/Medi-Cal reimbursement system. Allocating staff to the 
department to work on these issues is basic to the administration's approach to 
resolving Short-Doyle/Medi-Cal compliance issues. We discuss this approach to 
the issue on page 781 of the Analysis. 

We recommend approval of the requested positions. However, because the 
projects which staff will be working on are short-term in nature, we recommend 
that they be established on a limited term basis, until July 1, 1983. 

Audit Request. The department proposes to reestablish the five positions ap
proved last year on a limited basis through June 1983, The department states that, 
although the functions which staff perform will be automated for claims submitted· 
after July 1, 1980, two years will be necessary to audit claims submitted for services 
provided before that date. We recommend approval of the department's request. 

Technical Assist$ce. The department is requesting three positions on a lim
ited term basis to provide technical assistance to counties on Medi-Cal regulations. 

Our analysis indicates that it is not necessary to establish new positions to pro
vide technical assistance to the counties on compliance with Medi-Cal regulations. 
The Legislature. authorized six positions in the current year for· this purpose and 
two of these positions have not been filled. Additionally, the department has 71 
staff in the service area teams working with counties and service providers. We 
have noted in our discussion on page 883 that the department is reviewing the 
workload for these staff. The department can and should utilize existing staff to 
assist the counties in their efforts to comply with Medicaid regulations. According
ly, we recomIIiend that these three positions be deleted. 

Prior Year Augmentations 
We recommend that the. department report to the fiscal committees by April 1 on estimat· 

ed local program expenditures For projects Funded through the $25,()(){),{)()() 1980-81 augmen
tation. 

In each of the last few years, the Legislature has augmented local mental health 
programs to (1) accelerate the placement of state hospital residents in the commu
nity and (2) fill "UllIilet needs" in local programs. The following is a review of the 
1979-80 and 1980-81 augmentations. 

1979-80 Budget. The Legislature appropriated a $25 million augmentation for 
local programs in 1979-80; $15 million to develop community programs to replace 
30 state hospital beds, $6.8 million to develop community programs according to 
the treatment system model established by Chapter 1233, Statutes of 1978, and $3.2 
million for a variety of state and local activities. 

State HospitalPrograms. In 1979-80, county programs expended $8,974,823 of 
the $15 million appropriated to develop local programs to replace 300 state hospital 
beds. The entire $15 million (adjusted for cost of living) was included as part of 
the base budget for 1980-81. 

In 1979-80, the number of beds actually used by local programs declined by 192. 
However,there is no evidence that the reduction resulted from the augmentation. 
The number of persons in the state hospitals has been declining annually since· the 
early sixties, and these declines occurred in years in which no augmentation was 
provided to local governments. . 

The Office of Statewide Health Planning and Development analyzed the rela-
32--81685 
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tionship between the amount of non-hospital services available in the community 
and the use of state hospitals, and published the data in the Public Hearing Draft, 
State Health Plan 1980-85. According to the plan, "Higher volumes of non-hospital 
services were not associated with lower (state) hospital use. For outpatient vol
ume, higher supply was correlated with higher use of local and state hospitals." 

Department staff indicate that based on the expenditure plan reported for the 
first quarter of 1980-81, the counties are expected t6 spend the entire budgeted 
amount of $16,073,000 ($15 million, adjusted for inflation) in the current year. 

Treatment Sytem Programs. In 1979-80,· the Legislature augmented the 
budget by $6.8 million for treatment systems. Thiswas in addition to (1) $3 million 
in the proposed budget and (2) $2 million remaining from Chapter 1233 and 
carried over from 1978-79. Thus, a total of $11.8 million was provided for treatment 
systems programs in 1979-80. The department's 1981-82 budget shows that actual 
expenditures for that year were $7 million. . 

Chapter 1233 required the department to evaluate the treatment system pro
gram and submit a report to the Legislature by December 31, 1980. The· depart
ment, however, is just now preparing to conduct the evaluation. The department 
indicates that the evaluation will be submitted to the Legislature. in March 1982. 

1980-81 Budget. In the 1980-81 budget, the Legislature authorized an addition
al augmentation of $25 million to local programs for various purposes, and reappro
priated savings in an unspecified amount not to exceed $7 million from the 1979-80 
allocation for local programs. To date, the department has not authorized counties 
to spend any of the funds appropriated to augmentlocaJ programs. 

State HospitaJ Programs. The Legislature appropriated $15 million to establish 
perfoimancecontracts with local programs to reduce their use of state hospital 
beds;$5.million for regional programs and $10 million for county programs.Cur
rently, sta£f·in the Service Area Teams are negotiating performance agreements 
with the counties. Although final data will not be available until this process is 
completed, the proposals which coUnties submitted called for reducing 400 state 
hospital beds one year after the programs are established. The department indi
cates that, because furids will be allocated so late in the fiscal year, it will not 
provide full year funding .for local program proposals. .. . . 

Unmet Program Needs. The Legislature appropriated $10 million to fund .un
met needs in local programs, and specified that (1) the funds be allocated based 
on the allocation methodology developed by the Conference. of Local Mental 
Health Directors and (2) that $3.6 million of the funds be expended for programs 
funded through the "treatment system" (Chapter 1172, Statutes of 1978) ap
proach. The department has not yet authorized counties to spend the $10iniJJjon. 
Again, the department indicates that it will not provide full year funding to the 
programs because the funds are being allocated so late in the year. 

Reappropriation. The Legislature also reappropriated an unspecified amount 
from local program savings in 1919-80 which was not to exceed $7,000,000. The 
department has notaJ/ocated these savings because it does not yet know the actual 
amount of savings available for 1919-80. Only 25 of the 58 local mental health 
programs have submitted their final cost reports for 1979-80. Until all the programs 
have submitted their cost reports and the department determines how much 
federal funding will be lost to local programs as a result of Shoit-DoyleI Medi-Cal 
funding restrictions, the department will not know the amount of savings actually 
available for reappropriation. . 

Augmentation Savings. Because local programs have not yet received authori
zation to spend any of the augmentation funds, a major portion of the augmenta
tionwill not be spent in 1980-81. At this time, the department has no data on the 
savings which will actually occur because it has not finalized expenditure plans for 
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the augmentation. However, the department 'has already planned expenditures 
for $10 million in anticipated 1980-81 savings. In a letter to the Chairman of the 
Joint Legislative Budget Committee, dated December 2, 1980, theDirectorof the 
Department ,of Finance notified the Legislature that the Department' of Mental 
Health would be reallocating $5.4 million in 1980-81 savings to cover the cost of 
certam local programs which have lost federal funds because of recently imposed 
Short-Doyle/Medi-Cal restrictions. Additionally, the 1981-82 budget, as proposed, 
provides for reappropriation of the $4.6 million in savings from 1980-81 ; We discuss 
the proposed reappropriation on page887. , , 

Because the amount of savings in 1980-81 will affect funding requirements for 
1981-82, we recommend, that the department report to the fiscal committees by 
April1 on the amounts of the augmentation funds allocated to local programs for 
1980-81. This report should include (a) an itemized list of projects funded, by 
county, (b) the annualized cost of each project, (3) the number of months the 
project will operate in 1980-81, and (d) the amount allocated to theprojectfor 
operation in 1980-81. 

1981-82 Budget Proposal 
We recommend deletion of the $1,8OO,()()(J budgeted for new local programs in Item 444-

101-001 (b) because the deparimenthas not explained howthe funds wouldbe used 
The budgetdoes not request funds specifically for a cost of living adjustment for 

local mental health programS. The administration has set aside $509 million to fund 
cost of living adjustments for programs like local mental health programs which 
do not have statutorily mandated cost of living adjustments. 

Nevertheless, the budget indicates that local programs willreceive a $20 million 
augmentation for 1981-82. The funding sources for this augmentation are as fol
lows: 

(1) $13.7 million in anticipated state hospital savings appropriated in Item 444-
101-001 (a). 

(b) $4.6 million in local program savings from 1980-81, which would be reappro
priated by Item 444-490. 

(c) $1.8. million in new funds appropriated in Item 444-i01-001 (b) . 
We discuss the feasibility of achieving a $13.7 million savings in state hospital 

expenditures as part of our analysis of the state hospitals' budget on page 885. In 
that discussion, we noted that (1) savings resulting from decreased use of the 
hospitals hy county programs have not been transferred to local programs in the 
'past, (2) the amount of savings is based on a population decline which is unlikely 
to occur, and (3) the amount proposed for transfer is arbitrary. We discuss specific 
problems with the proposed $4.6 million reappropriation in our' analysis of Item 
444-490, which is found on page 907. 

The administration has not demonstrated the need for additional funds in local 
progra- n ~~¥ has it f:lxplained how the additional funds would be used. OnJanuary 
6, we I , ed that the department explain (1) how it intended to spend any 
additi( lds received in 1981-82 and, (2) how the funds would be_allocated. 
The d ,ent has not responded to our request, and staff indicate that no 
specifi lditure plan for additional funds has been developed. Without this 
inforn Ne have no basis on which to recommend the approval of an augmen-
tation, ana consequently, we recommend deletion of the $1,800,000 budgeted for 
new programs. 

Special Treatment Program 
We recommend deletion of the $1,714,760 budgeted in Item 444·10l-lJ01 (b) to fund the 

General Fund share, of the Special Treatment program because these funds are budgeted in 
another budget item. ' 



900 / HEALTH AND WELFARE Item 444 

DEPARTMENT OF MENTAL HEALTH-Continued 

Medi-Cal provides a supplemental rate to skilled nursing facilities which provide 
treatment to mentally disabled clients. To be eligible for the supplement of $5.68 
per day, the facilities must have their treatment program reviewed and approved 
by the department. Presently, 28 facilities have approved treatment programs. 
The cost of the Special Treatment.program is estimated at $3,429,520 in 1981-82. 

The Department of Mental Health is requesting $1,714,760 to fund the General 
Fund share of the Special Treatment program in the budget year. Our analysis 
indicates that the funds are not necessary. 

Presently, facilities offering the Special Treatment program receive full reim
bursement for their basic provider rate and special treatment program through 
the Department of Health Services. The facilities have been including the claims 
for the treatment program with their claims for basic skilled nursing services, 
which are submitted to the fiscal intermediary for payment. Consequently, the 
General Fund share of the treatment program is paid through the fiscal intermedi
ary. Because the Department of Health Services is paying the General Fund share 
of the program from the department's appropriation, the Department of Mental 
Health should not budget for it. 

The Department. of Mental Health indicates that it is seeking appropriation of 
the funds in the expectation that the Department of Health Services will bill the 
department for the General Fund share. 

The Department of Health Services has neverbilled the Department of Mental 
Health for the match. In any event, funds for this program should not be budgeted 
twice. For these reasons, we recommend deletion of the $1,174,760 budgeted to 
provide the General Fund share ?f the Special Treatment program. 

Prevention Contracts 
We withhold recommendation on the $817,500 budgeted for prevention contracts pending 

receipt of the department's report detailing (1) how funds were used in 1980-81 and{2} how 
funds would be used in ·1981-82. 

The budget proposes $817,500 from the General Fund to fund prevention con
tracts in 1981-82. 

Background. The department first received funds for prevention contracts in 
the 1979-80 budget. The budget, as proposed, included $225,000 for the contracts. 
The Legislature augmented the amount by $750,000, but the Governor vetoed the 
augmentation. Subsequently, the Legislature appropriated, and the Governor ap
proved, anidentical amount in Chapter 1172, Statutes of 1979. 

In 1980-81, the budget, as introduced, proposed $1,067,500 for the contracts. The 
Legislature reduced the amount to $817,500, for a reduction of $250,000. Because 
the department had $80,243 in savings from the $750,000 appropriated by Chapter 
1172, the total amount available for expenditure in 1980-81 is $897,743. 

Report Overdue. During hearings on the department's 1980-81 budget, the 
Legislature also adopted supplemental report language which required that the 
department submit report to the fiscal committees by January 10, 1981, summariz
ing the prevention projects and activities funded through the present contracts 
during the current year. The language specified that the report should describe 
specific project accomplishments, identify project benefits, and justify any expand
ed or new activities proposed for 1981-82. As of February 6, 1981, the department 
had not submitted the required report. 

Expenditure Plans Unknown. On December 11, 1980, we requested the follow
ing information from the department: 

1. How the funds budgeted for contracts in 1980-81 were being Spent and, 
2. How the department intended to spend the contract funds in 1981-82. The 

department has not responded to our request for information. Staff indicate that 
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the department will not be able to explain how the funds will be used in 1981-82 
until the Health and Welfare Agency approves the requests for proposals that the 
department has developed for 1980-81 contracts. 

In the absence of infonnation describing how the funds budgeted for prevention 
contracts in 1981-82 will be spent, we cannot review the appropriateness of the 
department's proposal. Consequently, we withhold recommendation on the $817,-
500 budgeted for prevention contracts, pending submission of the report required 
on prevention activities. 

Table 17 
Legislative Workgroup Standards 

Summary of Standards per 100.000 Population 

Estimated 
Nwnher Estimated 

Program/ Persons" Estimated Cost 
Facilities Served Annual Units per Unit Adjusted 

Program Category Required AnnuaUy of Service of Service Gross Costb 

1. 24-hotir ACllte, Intensive Care .......... 15 beds 310 4,654 days $232 (a) $714,500 
(a) Hospital ................. : ........................ 4(a) 
(b) Non-Hospital ................................ 11 (b) 

2. Short-Term Crisis 
Residential ............................................ 10 beds 220 3,102 95 294,700 

3. 24-Hour Transitional 
(a) Transitional residential .............. 20 beds 40 6,570 75 492,750 
(b) Semi Independent Living ........ 15 beds 60 (Program Costs includ- 75 

ed in Community Sup-
port and Other 
Categories) 

4. Long-Term Rehabilitative.Care ...... 40 beds 40 13,870 32 443,840 
5. Supervised Out-of-Home Placement 60 beds 60 (Program Costs Includ-

ed in Community Sup-
port and Other 

6. Emergency Services 
Categories) 

(a) and (b) Evaluation, Treatment, 
and Holding .................................. Emergency 1,000 1,000 175 175,000 

Unit 
(c) Crisis Intervention ...................... 2ITE 1,820 1,820 25 48,750 

7. Acute Day Treatment ........................ 7ITE 160 7,000 50 350,000 
8. Outpatient ............................................ 20ITE 2,000 16,250 50 812,500 
9. Case Management .............................. 8.6ITE 400 4,800 75 357,500 
10. Community Support .......................... 13ITE 600 NAd NA 528,750 
11. Community Services ........................ 6ITE NA 6,000 hrs. 50 292,500 
12. Mental Health Advocacy ................ 5-1 ITE NA NA NA 18,750 
13. Services to Justice System ................ NA 520 NA NA 181,100 

Grand Total ........................................ $4,710,840 
" Persons will receive services in several programs, therefore this column will not yield unduplicated client 

count. 
bAt'l979 rates. 
C All full-time equivalents (FTE) refer to profeSSional staff only. 
d NA not applicable. 
e Total excluding services to Justice System = $4,529,540; Non-24 hours subtotal, excluding Justice System 

= $32,583,750. 
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Legislative Workgroup Standards 

Item 444 

During 1979, a coalition of provider and consumer groups, called the legislative 
workgroup, developed a set of !!tandards detailing the types and amount of mental 
health services which, in the group's judgment, are required to provide minimum 
levels of services in county mental health programs. The standards were used as 
the basis for allocating augmentations in 1979-80 and 1980-81. The coalition views 
the standards not only as the basis for allocating funds but also as a documentation 
of the need for additional funding. 

The standards detail by program category, the appropriate level of service per 
100,000 population. We understand that the legislative workgroup has revised the 
standards since they were submitted to the Legislature in January 1980. Table 11 
details the standards as they existed at that time. 

We have three concerns over the standards developed by the conference. 
1. The standards have been negotiated by coalition members and have not been 

reviewed or assessed through an objective evaluation. Further, the fluid nature of 
the standards make it difficult to evaluate what impact allocating fund~ using the 
standards would have. The 1980 Budget Act requires the department to assess the 
validity of the standards. The department is presently completing the evaluation. 
However, because the standards have apparently been revised during thecurrEmt 
year, the evaluation may no longer be valid. 

Table 18 
Public Expenditures for the Mentally Disordered 

1977-78 
(in millions) 

Outpatient Services, Short·Doyle ..... : ......................................................................................................... .. 
Outpatient Services, Medi·Cal Fee·For·Service .................... ; ................................................................ . 

Outpatient, Total ........................................................................................................................................ .. 

~:~: :::~:;!~:~i~~tt~·:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Local Hospitals, Short~Doyle ..................................................... ; .................................................................. .. 
Local Hospitals, Medi·Cal Fee-for·Service ............................................................................................... . 

Hospitals, Total ............................................................................................................................................ .. 

24-Hour Care; Non·hospital, Short·Doyle ................................................................................................ .. 
24-Hour Care, Non·hospital, Medi·Cal .............................................................................................. , ........ . 

24-Hour Care, Non·hospital, Total ................................................................. ; ........................................ .. 
Partial Day ServiCes, Short'Doyle ............................................................................................................... . 
Community Services, Short·Doyle ...................................................................................................... ; ........ .. 
Community Programs for the Judicially Committed ........................................................................... , .. 
Continuing Care Services, Short·Doyle ... , .... ; ............................................................................................ .. 
Federiilly Supported Community Mental Health Centers ......... ; ........................................................ .. 
Prescription Drugs, Medi·Ca\ ....................................................................................................................... . 
Administration, Short·Doyle ........................................................................................................................ .. 
Administration, State ................................................. : .................................................................................. .. 

Administration, Total ................................................................................................................................. . 
Subtotal, Public Mental Health ............................................................................................................... . 

Supplementary Security Payment .......................................................................................................... ; .... . 
Worker's Disability, OASDI ......................................................................................................................... . 

Subtotal, Disability Payments .................................................................................................................. .. 
Total ............................................................................................................................................................... . 

Amount Funded through Short·Doyle ............................................ ; ...... ; ................................................... . 
Amount Funded from Other Sources .......................................... ; ........................................................... .. 

$139.5 
42.0 

$181.5 

98.7 
.35.2 
90.3 
48.6 

272.8 

14.8 
50.0 

64.8 
52.7 
33.8 

2.9 
17.2 
23.7 
8.0 

.9.7 
20.4 

30.1 
687.5 

230.0 
141.1 

371.1 
$1,058.6 

317.2 
741.4 

Source: Office of Statewide Health Planning and Development. California State Health Plan: 198()..S5. 
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2. The role of the standards in the Short-Doyle planrii~gprocess is unclear. 
Existing law specified that each local program project its program and funding 
needs in its Short-Doyle Mental Health plan. The relationship between the stand
ards and the Short-Doyle planning process has not been explained. 

3. The data demons.trating need for additional funds fails to adequately account 
for funding resources outside the Short-Doyle system. For example, in 1980-81, the 
state will provide approximately $111 million for mental health services under the 
fee-for-service Medi-Cal system. The standards do not account for these funds, nor 
other funds available to local programs through SSI/SSP, In-Home Supportive 
Services and other social services programs. Data published by the Office of State
wide Health Planrung in the Public Hearing Draft of the California State Health 
Plan 1980-85 indicate that Short-Doyle accounted for only approximately 30 per
cent of public funds spent for mental disorders in California in 1977-78. Table 18 
displays data froxp that report. 

In our judgment allocating funds on the basis of the workgroup standard would 
only compound the already inequitable distribution of the Short-Doyle funds. 
Urban areas receive the greatest amount per capita in Short-Doyle Funds. They 
also tend to have greater acc~ss to providers of fee-for-service Medi-Cal and social 
services. Because the workgroup standards do not account for. these additional 
resources, the urban areas receive a greater proportion of the funds than would 
be justified if all resources were included. 

Further, providing additional funding on the basis of need, as idel).tified by the 
standards, is unwise because, as we have noted, the standards do not account for 
all of the public resources available to care for the mentally disabled. . 

DEPARTMENT OF MENTAL HEALTH-CAPITAL OUTLAY 

Item 444-301 from . the General 
Fund, Special Account for 
Capital Outlay Budget p. HW 128 

Requested 1981--82 ......................................................................... . 
Recommended approval ............................................................... . 
Recommended reduction ............................................................. . 
Recommendation pending ........................................................... . 
Recommended augmentation ..................................................... . 
Net recommended approval ............ , ........................... : .............. . 

$5,906,375 
148,375 
93,750 

5,664,250 
15,550 

$163,925 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Fire and Life Safety and Environmental Improvements. With-904 
. hold recommendation on alterations to patient-occupied building 
pending submission of updated population projections and con
struction cost estimate. 

2; Handicapped Accessibility Alterations. Recommend Budget Bill 905 
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DEPARTMENT OF MENTAL HEALTH-CAPITAL OUTLAY -Continued , 
language be adopted requiring that the State Public Works Board 
defer allocation of any construction funds for this work until Cali
fornia Administrative Code regulations for handicapped access in . 
public buildings have been adopted. 

3. Minor Capital Outlay. Reduce by $93,750. Recommend budget 906 
be reduced by deleting two projects which are not justified. 

4. Minor Capital Outlay. Increase by $15,550. Recommend budget 907 
be augmented based on current cost estimate for earthquake safety 
modifications to elevators at ,Atascadero State Hospital. 

5. Minor Capital Outlay. Withhold recommendation on $38,200 for 907 
earthquake safety modifications to an elevator at Metropolitan 
State Hospital pending engineer's survey of needed modifications. 

ANALYSIS AND RECOMMENDATIONS 

Fire and Life Safety and Environmental Improvements 
We withhold recommendation on Item 444-30j.()3(j (a), working drawings and construction 

of fire and life safety and environmental improvements, Metropolitan State Hospital, pend
ing.submission of additional information by the department. 

Item 444-301-036 (a) proposes $5,626,050 for fire and life safety andenvironmen
tal improvements (FLSEI) at Metropolitan State Hospital. 

Table 2 in our analysis of the Department of Developmental Services Capital 
Outlay (Item 430-301, p. 865) shows previously approved funds and proposed 
funds for FLSEI projects at all eleven state hospitals including mental health 
facilities. The FLSEI program will modify existing buildings to meet licensing and 
certification requirements. Sufficient space will be remodeled. to accommodate 
the projected 1982 population of 3,636 mentally disabled (MD) clients included in 
the department's "Plan of Correction." 

Population Report Due to Legislature. Chapter 64, Statutes of 1979, requires 
the Department of Mental Health to report to the Legislature on population and 
alternative treatment programs to state hospitals. A preliminary report was due 
on September 1, 1979, and the final report was to be submitted by February 1, 1980. 

As of January 1981, the department has not provided either of the statutorily 
required reports. Consequently, we do not have the information necessary to 
evaluate the need for renovating the proposed amount of space or the related 
funds. The department indicates that a final report on population will be availabl~ 
in March 1981. We will analyze the department's report and submit our findings 
to the fiscal subcommittees prior to hearings on the budget. 

Project Cost Data Inadequate. The construction funds requested for altering 
space at Metropolitan State Hospital are based on an estimate prepared by the 
Office of State Architect in May 1980; The estimate does not account for any 
inflationary price increases which may have occurred between the time this esti
mate was prepared and July 1, 1981, the cost basis of all construction requests 
included in the Budget Bill. Prior to budget hearings the State Architect should 
provide the Legislature. with an updated estimate which reflects. the antiCipated 
costs of the needed work, in accordance with the Department of Finance instruc
tions to include construction funds based on July 1981 costs. 

In summary, the department's request for funds is not based on adequate popu
lation and cost information, and the department should provide the needed infor
mation prior to budget hearings. Consequently, we withhold recommendation on 
this item pending receipt of this information. 

Project Delayed Due to Air-Conditioning and Energy Efficient Improve
ments. The Budget Act of 1980 provided funds under Item 544 (b) for (1) fire and 
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life safety improvements to the CTE building ($6,835,391) and (2) air conditioning 
with conservation equipment of the CTE building ($1,872,264). These projects 
were to be undertaken in tandem. While working drawings have been completed 
for the FLSEI improvements to the CTE building, the project has not proceeded 
into construction because the department has proposed to change the design of 
the proposed air conditioning conservation improvements. 

The proposed air conditioning/conservation improvements were requested by 
the department so that a maximum temperature of 78°F can be maintained in 
these buildings during the summer cooling season. The 78"F design temperature 
has been approved by licensing agencies at other state hospital locations. The 
Department of Mental Health, however, has since indicated that this temperature 
is inadequate for the CTE building, and that 72°F should be the design tempera
ture. Because adequate funds are not available to accomplish the more stringent 
modifications proposed by the department, the project has not proceeded. This 
delay, in tum, has increased the cost of the project still further because of inflation. 
The Department of Mental Health should report to the Legislature prior to budget 
hearings on its plan for proceeding with fire and life safety and air conditioning / 
conservation equipment improvements at this state hospital. 

Handicapped Accessibility Statewide 
We recommend approval of Item 444-301-036(b), $126,525 for construction ofmopifica

tions to buildings to meet handicapped access requirements. Further; we recommend that 
Budget Bill language be adopted requiring the State Public Works Board to defer allocation 
of any construction funds appropriated in this item until regulations for handicapped access 
in public buildings have been adopted in the Califomia Administrative Code. 

The budget proposes a total of $126,525 to alter hospital facilities to eliminate 
architectural barriers to the handicapped. These alterations include curb ramps, 
entry signs, interior identifications, handrails, and restroom facilities. The request
ed amount includes $27,225 to modify the visitors and administration buildings at 
Atascadero State Hospital, and $99,300 to modify the administration, canteen, 
volunteer center and library facilities at Metropolitan State Hospital. 

The proposed modifications for handicapped access are the result of surveys of 
all hospital facilities, conducted by the Facilities Planning Section of the Depart
ment of Mental Health. The department has established four priority categories 
for implementing alterations to provide access to the handicapped. . 

• Phase I-provide handicapped access to patient-occupied buildings (part of 
the fire and life safety and environmental improvement program.) 

• Phase II-provide access to public areas at the state hospitals.,...-administration 
buildings, school buildings, auditoriums, churches, and canteens. 

• Phase III-provide access to employee work areas at hospitals. 
• Phase IV-proposes modifications of other existing buildings which are 

proposed to be vacated due to population reductions but which may be util
ized for other purposes in the future. 

The funds proposed in the budget would implement phase II alterations at 
Atascadero and Metropolitan State Hospitals. Our review of the modifications 
proposed by the department indicate that they are largely based on proposed 
regulations developed by the Office of State Architect (OSA). The Budget Act of 
1980 states that the State Architect cannot implement the proposed regulations 
until the Legislature has reviewed the regulations. The OSA has submitted the 
proposed regulations to the Legislature and it is our understanding that the regula
tions will be the subject of up-coming hearings. 

Until the final regulations are adopted and included in the California Adminis
trative Code, construction of the proposed modifications should be held in abey
ance. This will assure that the modifications will comply with the regulations 
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ultimately adopted in the Administrative Code. We, therefore, recommend that 
Budget Bill language be adopted to require the State Public Works Board to defer 
action on allocation of any construction funds for this work until the OSA regula
tions have been adopted. We also recommend that in order to allow the board to 
monitor the allocation of these funds-the Budget Bill include a schedule which 
delineates the amounts budgeted for each of these hospitals-$27,225 for Atas
cadero and $99,300 for Metropolitan State Hospital. 

Minor Capital Outlay 
The Department of Mental Health's minor capital outlay request under Item 

444-30l-036(c) includes five projects totaling $153,800. Table 2 summarizes the 
budget request and our recommendations for each project. 

Table 2 
Department of Mental Health 

Minor Capital Outlay 
1981-82 

Project 
Repair and remodel paint booth ................................. : ................... : .......... .. 
Fire extinguishing system for computer .................................................. .. 
Modify elevator for earthquake safety .................................................... .. 
Modify elevator for earthquake safety ..................................................... . 
Security screen, drug detoxification ward ............................................... . 

Totals ......................................................... , .................................................. .. 

Location 
Atascadero 
Atascadero 
Atascadero 

Metropolitan 
Metropolitan 

Minor Capital Outlay-Recommended Reduction 

Budget 
Request 

$69,000 
24,750 

1,850 
38,200 
20,000 

$153,800 

Analyst's 
Proposal 

o 
o 

$17,400 
pending 

20,000 

$37,400 

We recommend that minor capital outlay be reduced by $93,750 by deleting two unjusti-
fiedprojects. . 

The. budget proposes $69,000 to upgrade and expand the paint spray area at 
Atascadero State Hospital maintenance facility. The project would remodel the 
paint spray booth, replace light fixtures, modify air supply and expand the area by 
approximately 1,000 square foot. 

Our analysis indicates that there is a need to provide an adequate safe work area 
for this activity. The proposed expansion, however, is not justified. The depart
ment can and should utilize available maintenance andlor special repair funds to 
correct deficiencies in this area on a priority basis. We, therefore, recommend 
deletion of the proposed minor capital outlay funds of $69,000. 

The budget includes $24,750 to Install a fire extinguisher system for the com
puter area at Atascadero State Hospital. The department indicates that the State 
Administrative Manllal mandates that computer systems be protected by a "halon 

. gas" fire suppression'system. 
Our review of the State Administrative Manual (SAM Section 4845.61) indicates 

that the requirement for halon gas systems relates to major computer center 
installations and not to remotejoQ entry or small computer terminal rooms su~q 
as exist at this hospital. The SAM requires that in such installations, the department 
is to pr.epare a "risk analysis" to determine the appropriate means of fire protec
tion to be provided. We have not received any information to indicate that the 
department has prepared an analysis, and we see no basis for increasing the level 
of fire protection beyond that normally provided in this type of facility. We, 
therefore; recommend deletion of the $24,750prqposed for this project. . 

• :~ < •• 
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Minor Capital Outlay-Recommend Augmentation 
We recommend minor capital outlay be increased by $15,550 to provide adequate funds 

for earthquake safety modifications to the elevators at Atascadero State Hospital 

The budget includes $1,850 to modify existing elevators at Atascadero State 
Hospital to meet earthquake safety requirements. A consulting engineer has eva
luated the. two elevators at this hospital to determine the exact moclliications 
needed to bring the elevators into compliance with the safety code. Based on the 
engineer's report, the modifications can be completed at a cost of $17,400. The 
amount included in the budget for project work, $1,850 would not provide suffi
cient funds to complete needed work. We, therefore, recommend thatthe budget 
be augmented by $15,550 to provide construction funds for this work. 

Minor Capital Outlay-Recommendation Withheld 
We withhold recommendation on $38,200 proposed for modifying elevators at Metropoli

tan State Hospital to meet earthquake safety t;!Ode reuirements. 
The budget includes $38,200 to modify elevators at Metropolitan State Hospital 

to meet safety code requirements. The request is based on an estimate prepared 
by hospital staff in December 1979. 

These elevators have not been evaluated by an engineer, as the elevators at 
Atascadero State Hospital have been. Consequently, we have no basis on which to 
determine whether the proposed funds will be adequate to complete the needed 
moclliications. We recommend that prior to budget hearings, the department 
provide an evaluation of these elevators prepared by a professional engineer. 
Pending submission of this evaluation, we withhold recommendation· on the 
proposed funds. 

Minor Capital Outlay-Security Screens 
We recommend approval. 

The department proposes $20,000 to install heavy security-type screens on one 
unit at Metropolitan State Hospital. The department indicates that this unit is used 
as the drug detoxification unit at this hospital. The screens are needed to maintain 
security on this ward, and we recommend approval of the requested funds. 

Health ,and Welfare Agency 

DEPARTMENT OF MENTAL HEALTH-REAPPROPRIATION 

Item 444-490 from the General 
Fund 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 
444-400-Reappropriation, Items 302 (c) and (f), Budget Act 

of 1980 

ANALYSIS AND RECOMMENDATIONS 
We recommend disapproval. 

Fund 
General 

Budget p. HW 123 

Amount 
not to exceed 

$4,600,000 

The budget, as proposed, provides that the unspent balance of 1980-81 local 
mental health funds be reappropriated for use in 1981-82 in an amount not to 
exceed $4,600,000. 

We recommend against approval of the reappropriation because, as we dis
cussed in our analysis of local programs on page 902, the administration has not 
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demonstrated the need for additional funds and has no specific plans for· their 
expenditure. Rather than be used for unspecified expansions in these programs, 
the funds should revert to the surplus where they can be used to prevent or 
minimize·reductions in eXisting state programs. 

We also note that: . 
L. Increasing Short-Doyle/Medi-Cal restrictions onthe use offederal funds by 

Short-Doyle programs funding may preclude the realization of savings in local 
programs in 198~1. 

2. Use of these funds in 1981-82 will require an increase in the General Fund 
appropriation for 1982-83 and thereafter to continue the programs. 

Health and Welfare Agency 

EMPLOYMENT DEVELOPMENT DEPARTMENT 

Item 510 from the General 
Fund and various funds Budget p. HW ·130 

Requested 1981-82 ......................................................................... . 
Estimated 1980-81 ..................................................... : ..................... . 
Actual 1979-80 ................................................................................. . 

$92,058,559 
79,773,930 
54,199,325 

Requested increase (excluding amount for salary 
increases) $12,284,629 (+15.4 percent) . 

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

1981-82 FUNDING BY ITEM AND SOURCE 

$690,251 

Item 
510-001-OO1-Support 
510-001-185-Support 
510-001-588-Support 

Description Fund 
General 
EDD Contingent 
Unemployment Compensa
tion Disability 

Amount 
$42,026,201 

5,651,181 
44,381,177 

Total $92,058,559 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
L Community Services Representatives. Reduce Item 510-(}(}1-(}(}1 by 

$180,000. Recommend deletion of eight representatives because 
representatives are not being used to meet service center needs. 

2. State Office of Economic Opportunity. Reduce Item 510-(}(}1-OO1 by 
$510~1. Recommend deletion of General Fund support 
proposed to compensate for lost federal funds because (1) amount 
is overbudgeted, and (2) office has not been able to specify how the 
funds would be used. 

3. Low Income Energy. Recommend Department of Finance ad
vise the fiscal subcommittees on the proposed 1981-82 administra
tive program, including specific changes which will be made to 
operate the program within budgeted funds. 

Analysis 
page 
914 

914 

915 
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GENERAL PROGRAM STATEMENT 
The Employment Development Department (EDD) is responsible for (1) pro

viding a labor exchange mechanism for job seekers, and employers, (2) helping 
welfare recipients and other disadvantaged persons to become self-sufficient 
through job training and employment, (3) administering the claim-payment phase 
of the Unemployment Insurance (UI) and Disability Insurance (01) programs, 
and (4) 'administering the tax collection and accounting functions under the 01, 
ur and Personal Income Tax withl,lolding (PIT) programs. 

The department acts under the authority of the federal Wagner-Peyser Act, the 
Comprehensive Employment and Training Act of 1973, the Social Security Act, 
and the Community Services Act of 1974. In addition, the department operates 
under the State Employment Act of 1973 and related state statutes and administra
tive codes. Departmental functions are carried out through four programs: (1) 
Employment and Employment-Related Services, (2) Tax Collection and Benefit 
Payments, (3) State Office of Economic Opportunity, and (4) General Adminis
tration. 

Employment and Employment-Related Services 
The employment and employment-related services program provides compre

hensive statewide and local manpower planning, places job-ready individuals in 
suitable jobs, provides names, of qualified job applicants to potential employers, 
and assists potentially employable individuals to become job ready. 

Tax Collections and Benefit Payments 
The tax collections and benefit payments program collects employer and em

ployee contributions made to the Unemployment and Disability Insurance Funds, 
and pays unemployment and disability insurance benefits. This program also col
lects and refunds the personal income tax withheld from workers' wages. 

State Office of Economic Opportunity 
The State Office of Economic Opportunity (SOEO) provides the link between 

federal programs which provide financial aid to low-income persons and local 
'agencies which provide services to this target group. The SOEO assists low-income 
persons through special direct service projects in such areas as energy conserva
tion and housing. In addition, it provides training and technical assistance to local 
and' anti-poverty agencies. 

General Administration 
This program provides executive direction, fiscal and personnel management, 

automatic data processing, management analysis, public information and other 
support services. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes expenditures totaling $92,058,559 from various state funds 

for support of the Employment Development Department (EDD) in 1981-82. 
This is an increase of $12,284,629, or 15.4 percent, over estimated current-year 
expenditures. This amount will increase by the amount of any salary or staff benefit 
increase approved for the budget year. The increase consists of (1) a $3.5 million 
increase in costs for administering the disability insllrance program (payable from 
the Unemployment Compensation Disability (01) Fund), (2) a General Fund 
increase of $8.6 million primarily related to new statutory requirements, and (3) 
a $228,642 increase in state support from the EDD Contingent Fund. 

The budget proposes an appropriation of $42,026,201 from the General Fund for 
1981..:82, which is a net increase of $8,552,172, or 25.5 percent, over estimated 
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current-year expenditures. The net increase consists of $15,313,729 in increased 
expenditures and $6,761;557 in offsetting savings. Budget year increases consist of 
(a) $13,295,961 appropriated to EDD, rather than the Franchise Tax Board, for the 
collection of personal income taxes pursuant to Chapter 1007, Statutes of 1980, (b) 
$808,364. to implement the first phase of the Employment Preparation Program 
pursuant to Chapter 918, Statutes of 1980, (c) $510,251 to replace a federal funds 
loss by the State Office of Economic Opportupity, (d) $10,810 to reimburse the 
Office of Administrative Law, and· (e) $688,343 for operating expense and equip
ment adjustments. These increases are offset by the following decreases: (a) a 
baseline adjustment of $6,723,839 for the California Worksite Education and Train
ing Act (proposed 1981-82 expenditures of$7,OOO,OOO are $6,723,839 below current 
year expenditures of $13,695,340) and (b) $37,718 eliminated for salary adjust
ments. Table 1 details the proposed General Fund adjustments for the budget 
year. 

Table 1 
Employment Development Department Support Budget 

Proposed General Fund Adjustments 
1981-82 

198Q-81 Current-Year Expenditures ............................................ .. 
1. Adjustments for Existing Programs 

A: Increase in Existing Personnel Costs 
. 1. Salaries and wages for. California Jobs Tax Credit 

(ClTC) ($-46,899) and California Worksite Educa-
tion and Training ACt (CWETA) ($15,817) .......... y .... 

2. Merit salary adjustments ................................................. . 
3.0ASDI.. ................................................................................. .. 
4. Retirement ........................................................................... . 
5. Workers' compensation ..................................................... . 
6. Unemployment compensation ...................................... .. 
7. Health benefits .................................................................. .. 
8. Nonindustrial disability insurance.; .............................. .. 

Subtotal ................................................................................ .. 
B .. Operating. Expenses and Equipment 

1. Support-related .................................................................. .. 
2. Client-related 

a. Work Incentive and related employment pro-
grams .......................... , ........................... , ........................ .. 

b. CWETA; ......................................................................... .. 
c. Youth Employment and Deveiopment.. ................ .. 
Subtotal ................................................................................ .. 

2. Program Change Proposals for 1981-82 
A. Employment and Employment-Related Services 

1. Employment Preparation Program (EPP) ................. . 
B. Tax Collections and Benefit Payments 

1. Personal Income Tax· (PIT) .................... ;: ....................... .. 
2. Office of Administrative Law (OAL) .......................... .. 

C. State Office of Economic Opportunity ............................ .. 
Subtotal Budget Change Proposals ................... , ...................... .. 

3. Total Budget Change Proposed for 1981-82 ........................ .. 
4. Total General Fund ........................... : ......................................... .. 

Arfjustment 

-$3i,082 
168,444 
25,163 
25,631 
-227 

-1,947 
-4,321 

-141 

$196,492 

55$3 
-6,723,839 

217,320 

$808,364 

13,295,961 
10,810 

510,251 

Total 
$33,474,029 

$181,520 

-$6,254,734 

$14,625,386 
$8,552,172 

$42,026,201 

Table 2 details the department's funding and expenditures in the current and 
budget years. Total expenditures of $3,011,379,490 are proposed in 1981-82, which 
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is $126,801,479, or 4.0 percent, below estimated current year expenditures. This 
decrease is largely attributable to reduced expenditures for unemployment bene
fits which the administration expects to result from improved economic condi
tions. The decrease also reflects a reduction in federal support for the public 
service employment element. 

Position Adjustments 
Table 2 also shows that personal services are proposed to decrease by 511.7 

personnel-years in the budget year. This decrease is attributable to (1) the elimina
tion of 402.1 personnel-years in the TaX Collection and Benefit Payments program 
due to workload reductions, (2) the reduction of 65.1 personnel-years in the Em
ployment and Employment-Related Services program attributable to federal 
funding reductions, and (3) the deletion of 44.5 personnel-years due to workload 
reductions in the State Office of Econqmic Opportunity. Based on our review, we 
recommend approval of the proposed position reductions. 

Funding Problems 
Currently, the Employment Development Department is experiencing a fund

ing shortage fu 198Q.....81. due to (1) federal reductions in the unemployment insur
ance and the employment services programs and (2) inflationary increases which 
exceed the 5 percent adjustment provided by the federal government. The de
P!lrtment is absorbing the shortage by (1) placing a freeze on hiring at central 
administration, (2) reducing overall sta,ffing levels, (3) withholding all plans for 
new office space, and (4) reconsiderfug leases which have not been consummated. 

The budget assumes that there will be adequate funding in 1981-82 to support . 
the proposed level of service. Our analysis indicates, however, that current year· 
funding problems are likely~opersist into the budget year., 

Disability Insurance Program 
California's State Disability Insurance ,(SDI) program was established in ·1946. 

Its primary objective is to r~duce economic hardship by providing benefit pay
ments to workers who cannot .work due to a nonemployment-related illness or. 
injury. To be eligible, a claimant.must have (1) earned at least $300 during ahase 
year and (2) worked with an employer participating in the program. Benefits are 
funded primarily by worker contributions. Employees may be covered by.disabili
ty insurance under either the state plan or a voluntary plan. Voluntary plans are 
sponsored by employers arid approved by the Director of EDD. 

Currently, an eligible claimant can receive a weekly benefit amount from $30 
to $154, based on wages earned during a 12-month period. The maximum amount 
payable during a period of disability is (a) 39 times the weekly benefit amount, 
or (b) three-fourths the claimant's base period wage, whichever is less. 

The budget proposes a total expenditure for the DI program of $678,469,606. 
This is an increase of $7,598,815, or 1.1 percent, over estimated current year ex
penditures. Two significant legislative changes account for the major portion of 
the SDI increase'. 

1. Chapter 1308, Statutes of 1980 (AB 2195), provides for a disability inSluance 
tax rate formula that will vary with the level of the Unemployment Compensation 
Disability (DI) Fund. 

2. Chapter 1040, Statutes of 1980 (SB 1857), requires the seven-day waiting 
period for receiving disability benefits to be waived if an individual has been 
unemployed and disabled for more than 21 days, rather than 49 days as under prior 
law, during the disability period; it also repeals a provision of law which reduced 
a claimant's disability benefit by the amount of other benefits received. 
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EMPLOYMENT DEVELOPMENT DEPARTMENT-Continued 

Table 2 
Employment Development Department 

Budget Summary 

Funding 
General Fund .................................... .. 
Unemployment Compensation 

Disability Insurance ..................... . 
EDD Contingent Fund ................... . 
School Employees Fund ................. . 
Local Public Entity 

Employees Fund ........................... . 
Federal Funds .................................. .. 

Federal Trust Fund ...................... .. 
Unemployment Fund-Federal .. 
Unemployment Administration 

Food-Federal .......................... .. 
Reimbursements ............................... . 

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

Programs/Components 

10. Employment and Employment 
Related Services .......................... 

Personnel-years ................................ 
General Employment ................ 
Special Employment .................. 
Governor's Special CETA 

Grants ........................................ 
Balance of State ............................ 
Contracted Prime Sponsor Serv 
Public Service Employment .... 
Administrative Distribution ...... 

20 .. Tax Collection and Benefit 
PayIIients ........................................ 

Personnel-Years ................................ 
Unemployment Insurance ........ 
Disability Insurance .................... 
Personal Income Tax .................. 
Former Inmates .......................... 
Administrative Distribution ...... 

30. General Administration .................. 
Personnel-Years ............ : ................... 

40. Office of Economic Opportunity 
Personnel-Years ................................ 

State Agency Assistance ............ 
Community Services .................. 
Energy Conservation 

and Weatherization .............. 
Totals .............................................. 
Personnel-Years ............................ 

Estimated Proposed 
1980-81 1981-82 
$33,474,029 $42,026,201 

670,439,362 678,038,177 
5,422,539 5,651,181 

22,131,795 23,587,902 

2,980,838 3,207,183 
2,348,953,245 2,217,951,858 
(201,725,649) (187,840,642) 

(1,571,431,939) (1,463,268,479) 

(575,795,657) (566,842,737) 
54,779,161 40,916,988 

$3,138,180,969 $3,011,379,490 

$329,339,877 $321,522,437 
5,877.9 5,812.8 

85,905,847 90,461,316 
105,338,594 99,688,991 

37,612,132 39,492,738 
55,184,980 58,915,721 
22,129,820 22,612,858 
23,168,504 10,350,813 

(12,396,738) ( 12,568,910) 

$2,714,928,034 $2,599,382,296 
8,568.9 8,166$ 

2,029,719,194 1,905,218,717 
670,860,174 678,469,606 

12,027,036 13,295,961 
2,321,630 2,398,012 

(20,262,319) (20,070,603) 

$1,834,729 $1,980,456 
5.2 5.2 

$92,078,329 $88,494,301 
160.1 115.6 

1,403,569 1,281,950 
1,101,359 1,153,084 

89,573,401 86,059,267 

$3,138,180,969 $3,011,379,490 
14,612.1 14,100.4 

Change 
Amount Percentage 

$8,552,172 25.5% 

7,598,815 1.1 
228,642 4.2 

1,456,107 6.6 

226,345 7.6 
-131,001,387 '-5.6 
( -13,885,007) -6.9 

( -108,163,460) -6.9 

( -8,952,920) -1.6 
-13,862,173 -25.3 

-$126,801,479 -4.0% 

-$7,817,440 -2.4% 
-65.1 -1.1 

4,555,469 5.3 
-5,649,603 -:>,4 

1,880,606 5.0 
3,730,741 6.8 

483,038 2.2 
-12,817,691 -55.3 

(172,172) (1.4) 

- $115,545,738 -4.3 
-402.1 -4.7 

-124,500,477 -6.1 
7,609,432 1.1 
1,268,925 10.6 

76,382 3.3 
(-191,716) (-.9) 

$145,727 7.9 

-$3,584,028 -3.9 
-44.5 -27.8 

-121,619 -8.7 
51,725 4.7 

-3,514,134 -3.9 

- $126,801,479 -4.0% 
-511.7 -3.5% 
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Unemployment Insurance Program 
The Unemployment Insurance (VI) program operates under federal and state 

laws. Its primary objective is to reduce economic hardship by providing benefit 
payments to eligible workers who, through no fault of their own, are temporarily 
unemployed. Eligibility for benefit payments is gained by working for an employ
er covered by the UI program. Unemployment benefits and the cost of administra
tion are funded by employer contributions. Normally, eligible participants can 
claim UI benefits for a period up to 26 weeks. 

The budget proposes VI expenditures (support and benefits) of $1,905,218,717 
in 1981--82. This is $124,500,477, or 6.1 percent, less than estimated current year 
expenditures. EDD advises that most of this decrease is due to an anticipated 
reduction in benefits payments. This reduction is consistent with the Department 
of Finance's current estimate of employment trends. 

Revenues to the UI Fund are generated by employer payroll taxes. The fund 
operates on an insurance principle, building reserves in good times for use during 
periods of high unemployment. Taxes vary according to the size of the fund's 
reserves and the experience of the individual employers in terms of the benefits 
paid to former employees. Based on the current fund balance and unemployment 
rate trends, we anticipate that the fund balance will be adequate to cover UI costs 
in 1981--82. 

Employment Preparation Program 
We recommend approval. 

The Employment Preparation Program (EPP) was created by Chapter 918, 
Statutes of 1980 (SB 1476). The goal of this program is to prevent and reduce 
welfare dependency by promoting the employment of applicants for and recipi
ents of Aid to Families with Dependent Children (AFDC). To achieve this goal, 
EPP consists of two separate components: employment services and cash assist
ance payments. 

The goal of the employment services component is to assist AFDC applicants 
and recipients find jobs as quickly as possible through immediate job services. EPP 
will (1) provide self-help job search skills before aid is granted, (2) assist in direct 
and self placement in unsubsidized employment, and (3) develop linkages with 
other employment and training agencies. 

The payment component will be implemented on a demonstration basis, begin
ningJuly 1, 1982, in one Work Incentive (WIN) county and one non-WIN county. 
It is designed to test the feasibility of separating AFDC payments to those AFDC 
applicants and recipients who are required to register for work with EDD, from 
the AFDC payments made to individuals who are not required to register for work 
with EDD. 

Chapter 918 provides for various evaluations of the program. The Employment 
Development Department is required to submit an annual report to the Legisla
tive Analyst by February of each year detailing the performance and status of EPP. 
The Legislative Analyst shall critique the report and submit his findings to the 
Legislature by April 1 of each year. Commencing with fiscal year 1982--83, the 
Governor's Budget shall report net expenditure reductions reasonably attributa
ble to the operation of EPP. Finally, the Auditor General is required to analyze 
the cash assistance payments component of the program on a continuing basis, and 
to submit his evaluation of program results by December 1, 1984. 

The budget proposes expenditures of $808,364 for EPP in 1981--82. These funds 
will be used by EDD to (1) implement the employment services component and 
(2) evaluate program performance. The department estimates approximately 1,-
493 clients will be served annually, at an average cost of $541 per client." 
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EMPLOYMENT DEVELOPMENT DEPARTMENT-Continued 

Community.Services Representatives 
We recommend deletion of $180,000 froin the General Fund (Item 51(J.(J()1-(J()1) proposed 

to continue a contract for eight commllnity services representatives because these representa
tives are not being used to meet service center needs .. 

Background The Employment Development Department (EDD) adininis
ters, as part of its Employment and Employment Related ServicEls program, eight 
service centers in economically depressed areas of the ·state. The service centers 
are designed to provide intensive employment services -to individuals who have 
at least one barrier to employment. 

Since May 1, 1969, there has been an annual contract between EDD and the 
Governor's Office for community services representatives. The stated purpose of. 
the contracts has been to maintain liaison between the community, the Governor's 
Office and the service center program. The representatives are required, per the 
interagency agreement, to advise the service center managers of community 
problems and to assist in developing possible solutions to those problems. The 
current contract is for eight positions and $180;000. The budget proposes continua-
tion of the contract in 1981-82. . 

Representatives Do Not Meet Needs of Service Centers. A number of studies 
have been undertaken to validate the usefulness of the community service repre
sentatives to the service center program. In December 1972, for example, EDD 
completed a report which found that neither the service center managers nor the 
community representatives were able to give dear and consistent explanations 6f 
the purpose or the duties of the representatives. 

A study of the service center program, completed in February 1974, indicated 
that there was no substantial change in the situation as of that date. The report 
states, "if these representatives have ever advised HRD (now EDD) of commu- . 
nity problems and possible solutions, it has been on an informal and verbal basis." 

In summarizing the service center plans being submitted as of January 1, 1976, 
the department stated that, "there is little contact between service center staff and 
the community representativ.es (Governor's Office liaisons); therefore, it's dif
ficult to describe their role in the serVice center program." 

In November 1980, we contacted the eight service centers and inquired as to the 
current role of the community services representatives. OF the eight center 
managers contacted, only two were aware that community representatives were 
still in existence. None of the managers reported receiving reports from the repre-
sentatives on community problems and possible solutions. . 

In addition, we requested copies of reports concerning the activities of the 
representatives which the interagency agreement requires to be submitted on a 
quarterly basis to the Director ofEDD. The department advised us that no reports 

. were available for the past year. 
Our analysis clearly indicates that these positions are not being used to enhance 

the service center program and should therefore not be supported with service 
. center funds. We therefore recoInmend deletion of $180,000 from the General 

Fund (Item 510-001-(01) proposed to support the community services representa-
tives in the budget year. . . 

Funding Shift Not Justified 
We recommend deletion of$51(),251 from the General Fund (Item 51(J.(J()1-(J()1) to replace 

federal funds lost by the State ORice of Et;onomic Opportunity because the office has been 
unable to justify the proposed funding shift. 

The California State Office of Economic Opportunity (SOEO) provides techni
cal services to community action agencies through state agency assistance and 
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community services programs; In aeJdition, SOEO administers energy conserva
tion arid· weatherization projects, including the Low Income Energy Assistance 
Program (LIEAP). Historically, SOEO's adrilinistrativefunction, or core staff, hIlS 
been supported primarily with federal fwids. Currently, the core staff is fwided 
on a 43 percent federal/57 percent state matching· basis: .. . 

The adrilinistration is proposing a General Fund increase of $525,879 in the 
budget year primarily tocompensate for an anticipated loss in federal fwids ($510;- . 
251 to replace federal fwids and $15,628 iIi baselirie salary and price adjus~ents.) 
This will result in a revised 6 percent federal/94 percent'state cost-sharing ratio. 

Table 3 summarizes SO EO's proposed fwiding for the budget year. 

Table 3 
State Office of Economic Opportunity 

Core Staff Budget 
1911().41 and 1981~ 

Funding Source 
General Fund .............................................................................. .. 
Federal funds ............................................................................... . 

Totals ......................................................................................... . 
Personnel-years ................................................... , ....................... . 
8 Iricludes baseline adjustnients of $15,628. 

Our analysis indicates that: 

1980-81 
$467,614 
346,738 

$814,352 
26.8 

1981-82 
$993,493 

60,000 
$1,053,493 

30.6 

Change 
$525,879 8 

. :"'286,738 

$239,141 
3.8 

i. The amount of additionalGeneralFund supporlrequested exceeds the max
imum potential loss of federal funds by $223,513. As noted above, SOEO isre
questing $510,251 to compensate for the loss of federal fwids. The office, however, 

" is only receiving $346,746 in the current year.Ohhis amount,it expects to receive 
$60,000 in the budget year. Thus, SOEO is requesting $223,513 more from the 
General' Fund ($510,251-$286,738) than would. be required to replace the an-
ticipated loss in federal fwids. . 

2. SOEO has not justified the need for additional positions on a workload ba
sis.The office requests fwids to support 3.8 more.positions in the core staff 
budget in 1981-82 than are being supported in the current year. SOEOadvises us 
that these positions are supported in 1980-81 by program fwids which will. no 
longer be available in the budget year. In the absence of increased core staff 
workload in 1981-82, however, the proposed staffing transfer does not appear 
justified. 

3. SOEO has been unable to specify what services the office would no longer 
be able to provide if federal funds are not replaced. . For these reasons, we have 
no analytical basis for recommending thatthe General Furidreplace federal fwids 
anticipated to be lost in the budget year. Accordingly, we recommend deletion of 
$510,251 from Item 510-001-001 proposed to replace federal fwids support. Adop- . 
,tion of this recommendation would leave SOEO with adequatefwids for merit 
salary adjustments, as well as price and benefit increases, for its state-supported 
core staff. . . 

Low-Income Energy Assistance Program (UEAP) 
We recommend that the Department of Fiiianceadvise the fiscal subcommittees, during 

budget hearings, on the proposed 1981-82 administrative and cash grant expenditures for the 
Low-Income Energy Assistance Program, including specific changes which will be made to. 
operate the program within budgeted funds. 

Background In a letter dated September 30, 1980, the Director cif Finance 
requested a waiver of the 30-day waiting period, established by Section 28 of the 
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EMPLOYMENT DEVELOPMENT DEPARTMENT~ol"ltinued 
1980 Budget Act, so that the Employment Deveiopment Department could spend 
$84,877,620 ($84,087,504 in federal funds and $790,116 from the General Fund) for 
the Low-Income Energy Assistance program (LIEAP). The LIEAP was estab
lished by the Crude Oil Windfall Profit Tax Act of 1980 (PL96-223) to provide cash 
grants to lQw income individuals for the purpose of offsetting the rising cost of 
energy. The State Office of Economic Opportunity· has been. design~ted as the 
state administering agency. 

Current Year Activity.EDD advises us that it expects to spend $81,672,663 
($80,882,547 in federal funds and $790,116 from the General Fund) for the LIEAP 
program during the current year. Of this amount, $74,816,356 is for cash grants to 
eligible households and $6;856,307 is for state administration. 

Three ,types of households are eligible for LlEAP payments: (1) those which 
have incomes less than or equal to the Bureau of Labor Statistics Lower Livings 
Standards, referred to as noncategoricallow income recipients, (2) recipients of 
Aid to Families with Dependent Children (AFDC), and (3) recipients of Supple
mental Security Income (SSI) 

The program is being implemented in two phases. In phase one an automatic 
minimum payment was made directly to SSI and AFDC recipients in early Janu
ary. In the second phase, an adjusted final payment will be mailed between March 
15 and March 31 1981, and will be based upon the return of applications for 
assistance sent to SSI and AFDC recipients with the first payment. Noncategorical 
low-income households will receive one payment in March. Table 4 summarizes 
the number of households expected to be served by LIEAP. 

Table .. 

Estimated Households Participating in LlEAP 
1980-81 

Household 
Category of Beneficiary Participation 
SSI .... , .. ; ............ · .................................................. ;......................................................................................... 370,000 
AFDC.......................................................................................................................................................... 476,520 
Noncategorical Low Income .............. ; ..................................................................................... ;........... 499,000 

Total .......................................... ; .......................................................... ;.................................................. 1,345,520 

Budget YearActivity. The budget assumes that the LlEAP program will con
tinue . to receive $80,882,547 from the federal government in 1981-82. Current 
federal regulations allow states to utilize 7.5 percent of their federal allocations to 
fund administrative costs. Any administrative requirements in excess of this 
amount must be supported 100 percent by the state General Fund. 

The budget assumes that LlEAP will be 100 per(!ent federally funded iIi 1981-82. 
Because current year administrative costs exceed the 7.5 percent federal allotment 
by $790,116, itappears that the administration is assuming that administrative costs 
will be reduced by approximately 11.5 percent in the budget year. 

So that the Legislature can have an opportunity to review the proposed service 
levels for the LIEAP program in the budget year, we recommend that the Depart
ment of Finance advise the fiscal subcomrilittees during budget hearings, on. the 
proposed 1981-82 administrative and cash grant expenditures for LIEAP, includ
ing the specific. changes which will be made to enable the program to operate 
within the budgeted amount. 
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EMPLOYMENT DEVELOPMENT DEPARTMENT-CAPITAL 
OUTLAY 

Item 5lO-301 from the Employ-
ment Development Contin
gent Fund Budget p. HW 149 

Requested 1981-82 ......................................................................... . 
Recommended approval ............................................................... . 
Recommended reduction ............ , ... , ............................................. . 

$8,921,706 
6,377,530 
2,544,176 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Office building-Monterey. Withhold recommendation, pending 

receipt of additional information. 
2. Parking Lot-Oroville. Reduce by $131,500. Recommend dele

tion of construction funds because' a site has not been acquired .. 
3. Building Alterations-Redding. Reduce by $199,500. Recom

mend reduction of construction costs and project scope to elimi
nate unnecessary general, mechanical and electrical work. 

4. Building Alterations...,...Bakersfield Reduce by' $5,390. Recom" 
mend reduction of project scope and related request for planning 
and working drawing funds, due to excessive project scope and 
cost. ' 

5. Parking Lot-Bakersfield Reduce by $321,606. Recommend de
letion of site acquisition and construction funds because a site has' 
not been acquired. 

6. Modular Building Addition.."":-Oakdale. Reduce by $78,440. Rec
ommend reduction' of planning, working drawing, and construc
tion funds, due to excessive project scope and cost. 

7. Office Expansion and Modification-El Centro. Reduce by $209,-
700. Recommend reduction of request for working drawing and 
construction funds, due to excessive project scope and cost. 

8. Building Addition-San Jose. Reduce by $177,960. Recommend 
reduction of request for working drawing and construction funds, 
due to excessive project scope and cost. 

9. Building Addition-Colusa. Reduce by $25,300. Recommend re
duction of request for planning, working drawings and construc
tion funds, due to unjustified project scope and excessive cost. 

10. Building Alterations-Chico. Reduce by $182,680. Recommend 
reduction of request for working drawings and construction funds 
to reflect reduction of project scope and deletion of excessive 
project costs. 

11. New Area OFfice-Gilroy. Reduce by $509,500. Recommend de
letion of project, due to lack of need. 

12. Building Alterations-Los Angeles. Reduce by $439,600. Recom
menc;l deletion of project, due, to lack of need. 

13. Parking Lots-Fullerton. Reduce by $200,fHJO. Recommend dele
tion of project due to lack of need and existance of more economi-
cal alternatives. . 

14. New Area Office-Watsonville. Reduce by $63,fHJO. Recommend 
deletion of request for working drawings, because a site has not 
been acquired. 

Analysis 
page 

918 

919 

920 

920 
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922 

922 
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926 
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EMPLOYMENT DEVELOPMENTDEPARTMENT-CAPITAL OUTLA Y-Con
tinued 

ANALYSIS AND RECOMMENDATIONS 

Space· Standards 
The EmplOyinent Development Department bases requests for capital outlay 

projects and leased facilities upon departmental space standards. Recently, the 
department has liberalized these standards, which would require the state to incur· 
significant additional costs in meeting EDD's space needs. Table 1 shows the 
effects· of the new standards on space· requirements in connection with three 
recently proposed leases. 

These standards are not mandated by the federal government. In fact, the 
department's revised standards appear to he in excess of suggested federal space 
guidelines. . . 

Our inspection of various field offices has revealed that many of the offices 
which are alleged to have deficient office space based on the revised standards, 
do in fact have adequate space. Additional information and review of these stand
ards and their cost implications is needed. 

The increased standards have not been reviewed or approved by the Depart
ments of Finance or General Services. Because of the significant cost implications 
of these standards they should be reviewed for appropriateness·and compliance 
with federal and state requirements by the two departments: 

We intend to submit to the fiscal subcommittees a supplemental analysis of this 
matter prior to budget hearings. 

In our analysis of the department's individual budget requests, we have used the 
new space standards to evaluate project proposals· where the department asserts 
that space problems exist with the present facility. In all but one of these cases 
(Gilroy), additional space would be justified by the use of either the new standard 
or prior standards. Mer we have completed our analysis of the neW standards, 
however, we may recommend additional reductions in the department's proposed 
capital outlay program. Any such recommendation will be· provided prior to 
budget hearings along with our analysis of the space standards. 

Table 1 
Employment Development Department-Capital Outlay 

Effects of New Space Standards on Lease CC)sts 

City Los Angeles: Delano: 
Location of ORices Vacated Indiana St MaiD 

North Broadway Street 
Additional space required by new space standards............ , 2,m 2,611 
Additional yearly cost ................................................................. $46,832 $26,110 
Additional cost over total lease term...................................... $702,480 . $391,650 

OHiceBulldina-Monterey 

Canoga Park· 
RemmetAve. 
Sherman Way 

2,911 
$43,665 

$430,650 

We withhold recommendation on Item 51fJ.301-185 (a), construction of a new office build
ing in Monterey pending subinission of appropriate justification; 

The Employment Development Department (EDD) has requested an appro
priation of $1,897,600 from the Employment Development Contingent Fund for 
construction of a new office building in Monterey. The project cost is anticipated 
to be $2,328,600, which· includes $301,000 for site acquisition and an estimated 
building cost of $1,359,000--$85 per gross square foot. Previous Budget Acts appro
priated $513,971 for site acquisition, preliminary planning and working drawings 
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for this project. Future costs of $15,000 for annual operation and maintenance are 
anticipated. 

The proposed building will contain 15,940 gross square feet, and will include a 
parking area sufficient for 120 vehicles. This office will provide adequate space for 
65 employees and will meet the needs of the departInent through 1995. It will 
house a full array of departmental programs, including Unemployment Insurance, 
a job placement service, an Unemployment Insurance Appeals Board, and an 
Unemployment Tax Board. The proposed building design includes features such 
as solar hot water heating, and thin-set terrazzo flooring in the public areas. 

The new building will enable the department to vacate three presently leased 
facilities, which will result in a savings to the state of $86,000 per year. Thi.s building 
is needed in order to adequately service the needs of the department's clients in 
this area. 

Scope Problems. The building, as presently designed, is too large and too 
expensive. The original request for land acquisition funds was based upon ·a need 
for a 14,250 gross square foot building which woUld house 65 employees. The 
present design calls for 15,940 square feet (for 65 employees), and a scope change 
has been recently approved by the Department of Finance which adds an addi
tional 900 square feet-resulting in a total area of 16,840 gross square feet. 

Also the building cost of $85 per gross square foot is too expensive for a building 
of this type. Features such as plywood paneling in public areas, air conditioning 
and solar hot water systems (both of which were denied by the Legislature last 

. year), and excessive landscaping, have helped raise the project cost. The high cost 
has also resulted from the budget request being based on a 16,300 gross square foot 
building rather than on the building requested by the department (15,940 gross 
square feet). 

We conclude, therefore, that the budget request is overstated because it is based 
on a building larger than the one actually requested, and because it contains 
unnecessary features. These aspects should be addressed during the preliminary 
planning phase which is currently underway. 

Because the budget request lacks adequate documentation, the project scop~ is 
inconsistent with previous department proposals, and preliminary plans are still 
in :.?rogressand not scheduled for completion until March 1981, we withhold 
recommendation at this time. We will submit a supplementary analysis after we 
receive preliminary plans and a revised budget estimate which is consistent with 
the previously approved project scope. 

Parking Lot-Oroville 
We recommend deletion of Item 510-301-185(1), construction of a parking lot at Oroville, 

because the request is premature, for a savings of $131,500. 

The budget requests $131,500 from the EmploYment Development Contingent 
Fund for construction of a new parking lot at Oroville. Previous Budget Acts 
appropriated $80,000 for site acquisition and $10,100 for planning/working draw
ings, but these funds have not been spent. 

The proposed parking lot is to be adjacent to an· existing department-owned 
parking area, and will provide sufficient space to accommodate 50 vehicles. The 
property is presently unimproved and the department states it is the only such 
property adjacent to the existing office facility. The need to acquire additional 
property is apparent. 

The Real Estate Services Division has not made progress in acquiring this site 
and has advised us that an order of immediate possession (condemnation) may be 
necessary for its acquisition. Because of the uncertainty regarding the acquisition 
of this site, the preliminary plans have not been started. Thus, the estimated 
construction cost is not based on adequate information. In view of the circum-
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stances, the request for construction money is premature, and we recommend that 
the funds be deleted, 

Building Alteration-Redding 
We recommend Items 510-301-185(q), (r), and (s), preliininary plans, working drawings 

and construction of building alterations, be reduced by $10,400, $14,200, and $174,950, respec
tively because of the excessive scope of the project, 

The budget proposes the appropriation of $16,400, $40,150, and $865,650 from the 
Employment Development Contingent Fund for preliminary plans, working 
draWings, and construction of alterations, respectively, for the office facility in 
Redding. Funds totaling $13,200 for preliminary plans have previously been ap
proved for this projeCt. Although, a detailed cost estiinate is available, the State 
Architects' Office indicates· that preliminary plans have not been scheduled. 

The project 'proposes th.e remodeling of 12,280 net square feet of existing office 
space, and it includes the construction of a 300 square foot mechanical room, new 
flooring and light fixtures, and extensive construction of neW partitions and result
ant framing. Also, most of the ceiling surfaces will be replaced with the installation 
of new insulation . 

. The Redding office building was constructed in 1952 and expanded in 1962. 
According to the department, the building is in good condition, structurally sound, 
located in a stablearea, and has adequate off-street parking. However, the building 
no longer meets the departments' program needs. The department states that 
upon conclusion of this work, the renovated facility will meet the needs of the 
department through 1995. 

We recommend approval of this project. The original building is 29 years old and 
the building addition is 19 years old. The proposed renovation would allow the 
continued use of this facility for another 14 years, thereby saving the expense of 
constructing a new facility in this area during that time period. 

However, we recommend Items 510-301-185(q), (r), and (s) be reduced by 
$10,400, $14,200, and $174,950, respectively, because the proposed scope of this 
project is excessive. This project has a total cost of $935,400 ($60 per gross square 
foot), which is too expensive. This is due to the proposal's failure to take advantage 
of the existing layout of the partitions. It calls for an excessive amount of replace
ment and movement of partition8--'Only a few feet, in some cases. This, in turn, 
necessitates the construction of new mechanical and electrical re:.:tovations to 
complement the new layout. The high cost has also been caused by the unneces
sary replacement of light fixtures, new flooring, and the inclusion of unnecessary 
features such as carpeting, thin-set terrazzo tiles in the public area, and solar hot 
water heating. Costs for a project of this sort should not exceed $50 per gross square 
foot. Accordingly, we recommend that Item 51O-301-185(q), (r), and (s) be re
duced $10,400, $14,200 and $174,950, respectively, to reflect a reduced project 
scope. 

Building Alterations--Bakersfield 
We recommend reductions in Items 510-301-185(c) and (d), preliminary plans and working 

drawings, of $2,4!JO and $2,900, respectively because the proposed project is too cosdy. 

These items include appropriations of $23,500 and $39,100 for preliminary plans 
and working drawings to renovate the EDD office biIilding in Bakersfield. This 
building is owned by the department and the renovations will bring the facility 
up to current codes, including handicapped access requirements. The project will 
provide energy conservation features, new restrooms, air conditioning improve
ments, and change the office layout to accommodate program requirements. 
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Total cost of the renovation project is anticipated to be $975,400, with a building 
cost of$771,000 ($41 per square foot). Construction funds in the amount of $907,800 
will be requested in 1982-83. 

We recommend approval of this project since it will forestall the building of 
another office facility for· at least 20 years. This project however is too costly, has 
unnecessary design features, and involves an office area arrangement that is incon~ 
sistent with standard departmental space requirements. Specifically: 

• Contingency costs, and architectural and engineering costs, have been budg
eted at 26 percent of the total contract cost, whereas 20 percent should be 
adequate for this type of project and is the normal state cost for this portion 
of the work. 

• Unnecessary and expensive features, such as solar hot water heating, thin-set 
terrazzo flooring, and carpet tiles, have been included. 

• Office area space is not arranged in accordance with the department's stand
ard plans. The public waiting area is 79 percent of standard, and the work area 

. is 74 percent of standard. 
We therefore recomendthat the project be redesigned in the prellminary plan

ning stage .to conform to standard departmental space requirements. We also 
recommend that the unnecessary features be eliminated. Accordingly, we recom
.mend a reduction of $2,490 and $2,900 in the preliminary planning and working 
drawing amounts to reflect the modified project scope. 

Parking Lot-Bakersfield 
We recommend deletion of Item 510-301-185(b), parking lot site acquisition and improve- . 

ments, because a site has not been selected and the request lacks sufficieiltjustifieation, for 
a savings of$321,6Q6. 

The budget proposes an appropriation of $321,606 for site acquisition and im
provements for a new parking lot at Bakersfield. The proposed lot is adjacent to 
a department-owned building which has a serious parking problem. The depart
ment has received many complaints from surrounding businesses, residents and 
owners of vacant lots, that Employment Development Department clients are 
encroaching on their property. 

The building cont~ 19,900 square feet and has 24 parking spaces. The depart
ment states that a building of this size should have 120 parking spaces for clients, 
handicapped individuals, and state cars. 

The Legislature has previously appropriated $209,650-$91,650 in the Budget 
Act of 1977, Item 408 (i) , and $118,000 in the Budget Act of 1978, Item 470 (d). These . 
funds have not been released by the Public Works Board because the desiied 
parcels could not be acquired. 

As of January 1981, a site still has not been acquired for this project. Further
more, the department has not submitted justification as to why the ·funds already 
. available for site acquisition are not sufficient, and why an additional appropriation 
is needed. Due·.to the inability . of the department to acquire a site over the past 
three years,. and the absence of any justification for the additional appropriation, 
the requested appropriation is premature. Therefore, we recommend that the 
funds be deleted. 

Building Renovation--Fresno 
We withhold recommendation on Items 510-301-185(e) and (f), preliminary plans and 

working drawings for alteration of an existing otTice building, pending receipt o/additional 
information. 

These items request appropriations of $32,200 and $45,300 for preliminary plans 
and working drawings, respectively, for the renovation of an office building in 
Fresno. The proposed alterations will include new restrooms to meet handicapped 
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standards, air conditioning replacement, a new roof, energy conservation features, 
new floor coverings, space reconfiguration, and added storage space. In addition, 
a hearing room will be provided for the Unemployment Insurance Appeals Board, 
and conference, testing, and employee rooms will also be included in the design. 

The present office building is a converted supermarket which has 14,200 square 
feet and includes 140 parking spaces. This facility was originally constructed in 
1952 and was expanded in 1964. The department states that this building is located 
in a stable area, is attractive, and has adequate off-street parking. The renovation 
would essentially make it a new building. 

Total cost of this project is anticipated to be $1,134,600, with a building cost of 
$564,200-$40 per gross square foot. Construction funds of $1,051,100 will be re-
quested in 1982--83.' . 

. The structural engineer assigned to this project has stated that the building was 
constructed to minimum specifications. This building has not been examined for 
possible structural problems, and an engineering evaluation may reveal problems 
which could have a significant impact on the project cost and/or the desirability 
of remaining in the building on a permanent basis. We, therefore, vvithhold recom
mendation pending receipt of an engineering report on the structural soundness 
of the present building. . 

Modular Building Addition-Oakdale 
We recommend Item Sl0-301-185(g), preliminary plans,. working drawings and construc

tion of a modular building addition, be' reduced by $78,440 because of excessive costs. 

The budget requests the appropriation of $196,600 for preliminary plans, work
ing drawings and construction of a modular building addition to the department
owned office in Oakdale. The total cost of this project is estimated to be $198,600, 
with a building cost of $146,300-$74 per gross square foot. 

The existing facility was originally planned to house nine staff by 1981. Staffing 
is now 10 employees, and the number is projected to increase to 16 by 1995. The 
department states that the completed facility will provide adequate space. 

Our analysis indicates that a space problem does exist. The present facility 
contains approximately 2,590 net square feet, which is 73 percent of the depart
ment's new standard office space for 10 staff. Even though we believe the depart
ment's new space standards are excessive, this percentage is sufficiently low to 
.indicate that a space problem does exist. Discussion with Oakdale office staff also 
supports the claim that a space problem exists. 

To remedy this situation, the department has requested a 1,500 square foot 
building addition. This amount of additional space is justified under the new 
standards. The cost estimate, however, is based on a building addition of 1,980 
square feet and no justification has been provided for the additi~nal 480 square 
feet. Also, the basic building cost of $74 per gross square foot is to expensive. The 
construction cost for buildings of this type (modular) should not exceed $56 per 
gross square foot. We, therefore, recommend a reduction of $78,440 to reduce the 
scope of the project to that proposed by the department (1,500 square feet) and 
to reduce the cost to $56 per gross square foot. 

Office Expansion and Modification-EI Centro 
We reCommend Items Sl0-301-185(h) and (i)~ working drawings and construction, be 

reduced $14,900 and $194,800, respectively, because of unnecessary project features. . 

The budget proposes appropriations to finance working dra\'Vings ($18,700) and 
construction costs ($1,186,200) for a projeCt located in EI Centro. Specifically, a 
10,900 square foot building addition, and modifications to a 9,100 square foot facil-
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ity, are proposed. Site work, consisting ofrevisions to the parking lot and construc
tion of a new metal carport, will also be included in the project. This project will 
allow the consolidation of all EDD programs in the City ofEl Centro into one 
facility with adequate off-street parking. The completed facility will provide space 
to relieve the current overcrowded conditions at the existing facility, and provide 
forfuhire growth through the year 1992. 

The total project cost is anticipated to .be $1,277,900, with additional costs of 
$31,500 annually expected for operations and maintenance expense resulting from 
the building expansion. Previous funding of $93,243 for preliminary plans and 
partial working drawings has been appropriated· in prior Budget Acts. Of this 
amount, $34,200 has not been allocated.. . 

Our analysis indicates that the project includes unnecessary features, such as 
excessive landscaping, a new carport, a solar hot water system, replacement of 
lights; and thin-set terrazzo flooring, which are not justified. An energy analysis 
for the solar system has not been prOvided. Our experience with these systems, 
however ,indicates that they usually do not save enough utility costs to justify their 
installation. The. carport is not a.standard feature at any of the·departmentfield 
offices, and the thin-set terrazzo flooring is more costly than available alternatives. 

The requested appropriations also include excessive costs related to (1) archi
tectural/engineering services, and (2) construction contingency costs. Normally, 
an amount equal to 20 percent of the contract cost would provide sufficient funds 
for architectural/engineering services and a construction contingency. The re
quested appropriations, however, include architectural/engineering costs and . 
contingency provisions· equal to 22 percent of the contract cost ($23S,600).· In .our 
recornmendedreduction we have reduced this cost by $20,880 to the normal 20 
percent of construction costs. . . 

We thereforerecoInmend reductions of $14,900 and $194,800 in· the requested 
working drawing and construction amounts to. delete the unnecessary project .. 
features and to reduce costS. 

Building Addition~San Jose . . 
We recommend Items 510-301-185(h) and (i), working drawings and co~truction, be 

reduced by $18,660tiIJd $159,300, respectively, because of UJ1l1ecessary project features. .. 
Thebudget proposes appropriations of $38,950 and $2,244,350 for working draw

ings and construction, respectively, for a building addition at San Jose. A partial 
second floor of 12,500 netsquare feet will be added to the existing 23,300 net square··. 
foot building which .Was constructed in 1968. This addition will complete the 
building as originally planned. The existing building will also be altered to provide 
hlindicappedaccessibility and reconfigured to meet program changes. 

This projectwill allow consolidation of services such as the Employment Service, 
pnemploymentInsurance, WIN, Job Bank, CETA, and Disability Insurance into 
one building. The. expansion will provide space for an additional 70 personnel. 

The total project cost is estimated at $2,400,800, with the building addition cost 
being $1,164,800 ($93 per gross square foot) and the alteration cost being $782;500 
($34 per gross square foot). Funding of $85,200 has already been appropriated for 
preliminary plans and working drawings, and $8,000 has been utilized for budget 
schematics from blanket appropriations which were established for that purpose. 
The previously appropriated monies for working drawings have yet to be released 
by the Public Works Board. The expanded facility will require an additional $37,-
500 annually for maintenance and operation expenses. . 

Our analysis indicates that the project scope includes unnecessary features such 
as carpeting in the working areas, thin~set terrazzo tiles in public areas, and solar 
hot water heating. The installation of carpeting in this type of building is undesira
ble due to its short useful life, and· solar hot water heating usually does not save 
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enough _cost to justify its installation. Furthermore, the requested budget appro
priations are based upon a cost estimate which contains excessive architectural/ 
engineering and construction contingency costs of $26,000. We, therefore, recom
mend that the working drawing and construction appropriations be reduced $18,-
660 and $159,300, respectively, to eliminate the unnecessary project features and 
unjustified costs. 

Building Addition-Colusa 
We recommend Item 510-301-185(n), preliminary planning, working drawings and con

struction ols inodular biJildi~g addition, be reduced by $25,300 because of excessive square 
footage costs. - - -

The budget proposes an appropriation of $127,500 for construction of a modular 
building addition to an existing department office located at Colusa. The building 
addition will add 1,452 square feet to the present facility, and will be used to add 
additional bulk storage, more work area, and a multipurpose rOom. 

The department states that the Colusa office was originally planned to house six 
staff by 1981. The current staffing is 10, and this number is projected to increase 
to 14 by 1995. The completed facility, as proposed, will provide adequate space to 
meet the needs of this office through 1995. 

The total project cost is estimated to be $129,500, with a building cost of $100,300 
...,:..$69 per gross square foot. Additional operating costs of $4,000 annually for opera
tions and maintenance are anticipated. 

Our analysis indicates that present space is only 62 percent of department 
standards. The additional office space proposed would increase the area to -98 
percent of the standard space for afull~functioning office~ Therefore, the addition
al space is warranted and we recommend approval; 

However, the proposed cost of this project is excessive. A facility of this type 
(modular) should not exceed a cost of $56 per gross square foot. Accordingly, we 
recommend a reduction of $25,300 to reduce the cost to this level. 

Chico Building" Alterations 
We recommend Items 510-301-185(0) and (p); working drawings and construction of 

-bwldingalteralionsat Chico, be reduced by $15,100 and $167,580, respectively, because of 
unnecessary construction features. 

The budget proposes appropriations of $15,100 and $391,200 for additional work
ing drawing funds, plus construction funds, for alterations at an EDD office located 
at Chico. The Chico facility-constructed in 1951-would be modified to (a) pro
vide restroom facilities accessible-to the handicapped, (b) improve the heating/ 
air / ventilati()n system, and. ( c) improve office areas. A small addition to the build
ing would provide additional space for the Employment Tax Division, and allow 
cancellation ofleases resulting in a monthly savings of $1,516. The proposed altera
tions will upgrade the building to provide adequate facilities for the projected 1992 
workload requirements. 

The total project cost is estimated t() be $432,400, with a building cost of $314,500. 
The previous appropriations for preliminary plans ($4,800) and working draWings 
($8,400) were provided in Items 546(i) and(j) in Chapter 510, Statutes of 1980. 
These funds have not been released by the Public Works Board . 

. Our analysis indicates that the requested working -drawing and construction 
funds should be reduced by $15,100 and $167,580, respectively, to delete funds for 
UIinecessary project features and unjustified costs. Features such as solar domestic 
hot water heating, new carpet tile, unnecessary landscaping and structural work, 
are included in the project. The .department has not provided any information on 
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the anticipated energy savings attributable to the solar system. Similar proposals 
for field office facilities, however, indicate that domestic hot water use is extremely 
low at these facilities, and therefore, supplemental solar heating is not cost effec
tive. The proposed carpeting is also not justified for field office facilities due to lack 
of durability and high replacement costs. Finally, the requested appropriations 
contain an allowance for architectural, engineering, and contingency costs equal 
to 29 percent of the contract amQunt. Normally, 20 percent of the contract cost 
should provide sufficient funds for these services. . 

Accordingly, we recommend that project scope and cost be reduced to delete 
unnecessary construction features and to reduce excessive architectural, engineer-
ing and contingency costs. ' 

Area Office-Gilroy 
We recommend deletion of Items 510-301-185(p) and (u), site acquisition and preliminary 

plans for a new area office at Gilroy, because of a lack of demonstrated need and excessive 
costs. . 

The budget requests $450,000 for site acquisition and $59,500 for preliniinary 
plans for construction of a new area facility at Gilroy. Thedepartment proposes 
to purchase a site of approximately 90,000 square feet and construct an office 
building of approximately 14,500 net square feet with off-street parking for 140 
vehicles This will be a full-functioning facility which will house the ~ctions ofthe 
Employment Service, Unemployment Insurance, WIN, and CETA.'The building 
will house 58 staff and contain adequate' space for operational needs through the 
year 2000. This building will require additional operation and maintenance ex-
pense of $27,200 annually. . 

The department occupies leased facilities which contain 5,430 square feet for the 
present full-~ctioning office. The term of the lease runs until June 1989, and 
monthly costs are $1,445. The building was expanded in May 1974 to its present 
size. The department~ however, reports that the facility has inadequate space and 
consequently is overcrowded .. 

Our on-site examination of the existing office facility revealed the existence of 
adequate on-street parking. Moreover, the alleged space problems. were not in 
evidence as the existing facility is in good condition, is well-lighted, and hasade
quate space for each employee to have sufficient work area. Thus, our analysis 
indicates that the project is not needed. Accordingly, we recommend deletion of 
the requested appropriations for site acquisiton and preliminary plans. 

We also believe deletion. of these funds is warranted on a cost basis:' The present 
lease has a yearly rental of $3.19 per net square foot (including parking). The cost 
of the proposed building would be equivalent to a yearly rental of$18 per net 
square foot (including parking) assuming a 25-year life and a rate of return ort state 
pooled funds of 10 prcent. 

Building Alterations-Los Angeles 
We recommend deletion of Items 510-301-185(v), (w), and (x), preliminary plans, working 

drawings and construction of building alterations, because of the Jack of adequate justifica~ 
tion. 

The budget proposes appropriations of $7,700,$17,300, and $414,600 frOIn the 
Employment Development: Contingent Fund for' preliminary plans, working 
drawings and construction of building alterations at the Employment Develop
ment Department's Los Angeles office. The project will alter approximately 40,000 
square feet of space; Specifically, interior walls will be removed to provide for 
open-offiCe landscaping, new private office and conference rooms will be added, 
and new lighting layouts will be included to complement the new office configura
tion. In addition, new carpet tiles will be installed over the existing asphalt tile 
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flooring and the exiSting fluorescent light fixtures will be removed or relocated; 
· The deparlnieritjustifiesthis project primarily as a means to (1) concentrate on 
the first and second floors those operations that serve the public, and (2) recover 
· usable space thro\lgh arevised office layout. The total cost of this project is estimat
edto be $444,600, with abuilding costof$365,000-$9.l3per square foot. 

Fllnctions within the Los Angeles office are currently being relocated. For 
example,' the Disability Insurance DiviSion is being moved from the fourth floor 
to the second floor to provide it with more space. Similarly, functions on the 
second, third and fourth floors are being relocated within these same floors. 

Normally, operational uriits are located to accommodate a department's needs 
within the facility's spacelayout.lJuilding design, however, should not be recon
figured every time a llnidsIn()ved. Furthermore, the proposal to local functions 
which serve the public closer to. the first· floor lacks justification. The· public will 
stillbave to use the Same elevators to reach these functions, regardless of whether 
they are on the second floor or the fourth floor . 

. ' For these reasons, we believe this project is not justified, and recommend dele
tion of the requested funds •. 

Parking Additio ....... Fulierton 
We recommend deletion ~f Item510-301-185(y}, site acquisition for additional parking at 

Fullerton, because of lack of need and excessive costs. . 
A proposed appropriation of $200,OOOis requested for the acquisition of two lots, 

containing .14,000 square feet, to provide an additional.35 parking spaces at the 
· Employment Development. Department's area office in Fullerton. The depart
mEmtstate!!thai: 38 parking spaces are now leased adjacent to this building, and 
this lease Will be ~ancelled with the acquisition of the new parking site. 

It is oUr understanding that the department has already terminated the cOlltract 
· for the leased parkirigarea because the department considered the lease too 
expensive~ The bankwhichownedand used the parking area has since moved, and 
curreI)tlythisarea.is used by the general public free of charge. Moreover, this 
building. currr~ntlyhas 64 Employment Development Department-owned park
ing spaces for 60. to 62 staff in addition to adequate on-street parking. Also an 
additional. 19 .. parking spaces are provided by an informal arrangement with a 
nearby church which allows the department to use church parking during the. 
week. Consequently, our analysis indicates tl)at additional parking is not needed. 

Also, the cost of the space which was previously leased was $27.63 per parking 
space per month. This.project,however, would have equivalent monthly costs per 
parking space of $64: Thus, it would be more economical to lease parking spaces 
than to acquire this property. We, therefore, recommend deletion of the request-
ed funds based on lack of need and the excessive· cost involved. 

New' Area Office-Watso~viile 
We recommend deletion of Item51fJ.301-185(k}, working drawings for a new office {It 

fJ'atsonville,because of the lack of a site • 
. The Employment Development Department has requested an appropriation of 

$63,OOOJor working drawings for a new office facility at Watsonville. The proposed 
.. building will contain 14,850 gross square feet, provide off-street parking for .140 

cars, and include provisions for construction of a building addition of approximate
ly 6,75(1 square feet fu 1996. The present office currently occupies a leased facility 
of4,674 square feet which houses the functions of the Employment Service and 
the Unemployment Insurance operations. . 

The department states that these premises are barely adequate for continued 



Item 516 HEALTH AND WELFARE / 927 

use in 1980. The present off-street parking ~s not sufficient and on-street parking 
is very limited. The lack of parking space has caused claimants to encroach on 
neighboring shopping centers, which has resulted in numerous problems and 
complaints.. . 

The Budget Act of 1979 appropriated $19,800 and $340,000 for preliminary plans 
and site acquisition, respectively. The Real Estate Services Division of the Depart
ment of General Services is currently appraising a possible site, but neither site 
acquisition nor preliminary planning funds have been released by the Public 
Works Board. Due to the lack of a site, the request for working drawing funds is 
preII).ature. Accordingly, we recommend that the funds be deleted. 

Project Planning Statewide 
We recommend approval. 

The budget proposes $78,000 for project planning for proposed EDD field office 
facilities. The amount is. calculated at 1 percent of anticipated capital outlay re
quests for the 1982-83 budget year. The department will allocate these funds for 
development of cost estimates, and the funds are needed toenSUi"e that adequate 
information is available to the Legislature to substantiate the project requests. We 
therefore, recommend approval. 

Health and Welfare Agency 

DEPARTMENT OF REHABILITATION 

Item 516 from the General 
Furid Budget p. HW 152 

Requested. 1981-82 ........................ , .............. :: ................................... . 
Estimated 1980-81 ........... : ............... : .................................................. . 
Actual 197~O .... : .. :: .... ~ .......•............. ; ....................................... ;~;; .. . 

Requested deciease (excludiIig amount for salary 
increases) $372,796 (-1.9 percent) .. 

Total recommended reduction ............ ;: ...........................•.......... 
. Total recommendationpendin:g ........................•........ , ............... .. 

1981,...82 FUNDING BY ITEM" AND SOURCE 
lte~ DeSCription 
516-001-OO1-Support 
-Chapter 1183, Statutes of 1980 

Total 

Food 
General 
General 

$18,906,066 
19,278,862 

·16,835;533 

None 
$18,906,066. 

Amount 
$18,335,566 

570,500 . 

$18,906,066 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Impact of Funding Shortage. Withhold reconimendation on Item 930 
516, pending receipt of information detailing the actual and an
ticipated effect of funding and staffing reductions on client services 
in the current and budget years. 
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DEPARTMENT OF REHABILITATION-Continued 

GENERAL PROGRAM STATEMENT 
The Department of Rehabilitation is responsible for assisting physically or men

tally handicapped individuals achieve social and economic independence by pro
viding rehabilitation services. These services are aimed at (1) enabling placement 
in suitable employment and (2) maintaining clients at their highest functioning 
levels. The department operates primarily under the authority of the Federal 
Rehabilitation Act of 1973, as amended in 1974 and 1978, and Division 10 of the 
Welfareand.Institutions Code. Its functions are carried out through the following 
four programs. 

1. Vocational Rehabilitation Services. The vocational rehabilitation program is 
the major function of the department. Its objective is to enable handicapped 
individuals to find sUitable employment. The primary tasks are performed by 
rehabiltiation counselors who (a) evaluate applicants for rehabilitation services, 
(b) work with disabled persons in developing an individualized written rehabilita-

. tion plan (IWRP), (c) coordinate services delivered to clients, (d) assist clients in 
finding suitable work, and . (e) . maintain follow-up contact to assure· continued 
employment. 

The program also assists the blind to become self-supporting by providing train
ing in food services and vending facilities management, employment in existing 
or new vending businesses in public or private buildings, and small business oppor
tunities in both the public and private· sectors. 

2. Habilitation Services. This program addresses the prevocational needs of 
severely handicapped adults who are unable to benefit from mainstream vocation
al rehabilitation programs. It provides developmental programs targeted at in
creased independence, improved social functioning, maintenance of clients at 
their highest functioning levels, and, to the extent feasible, development of the 
individual's potential for mainstream vocational rehabilitation programs. 

3. Support of Community Facilities. This program works with government 
and private nonprofit organizations to improve community rehabilitation services. 
Such services are provided by rehabilitation workshops and centers, independent 
living programs, special facilities for the blind and deaf, halfway houses, and al
cohol recovery homes. 

4. Administration. Administration provides executive direction, planning, fis
cal and support services to the department. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes expenditures of $18,906,066 from the General Fund for 

support of the Department of Rehabilitation in 1981-82. This is a decrease of 
$372,796, or 1.9 percent, below estimated current year expenditures. The proposed 
amount will increase by the amount of any salary or staff benefit increase approved 
for the budget year. 

Total 1981-82 program expenditures, including expenditures of federal funds 
. and reimbursements, are projected at $139,776,998, a decrease of $2,693,707, or 1.9 
percent, below estimated current year expenditures. . 

The net General· Fund decrease of $372,796 consists of reduced costs totaling 
$3,067,191 and increased expenditures of $2,694,395. The cost increases include (1) 
$179,748 in staff benefits (exclusive of salary increases), (b) $967,600 in operating 
expenses and equipment, (c) $1,106,047 to replace federal funds lost by indepen
dent living centers, and (d) $441,000 for comprehensive service center planning, 
pursuant to Chapter 1183, Statutes of 1980. These increases are more than offset 
by reduced expenditures of (a) $2,653,583 to eliminate support for the long-term 
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funding program established by Chapter 1227, Statutes of 1978, (b) $375,000 which 
was provided on a one-time basis during the current year and (c) $38,608 in health 
benefits. Table 1 details these adjustments~ 

Table 1 
Department ofReha~ilitation 

Proposed General Fund Adjustments 
1981-82 

1980-81 Current Year Expenditures ....................................................... ; ... . 
1. Baseline adjustments for existing programs 

A. Increase in existing personnel costs 
1. Merit salary adjustments ............................................................. ... 
2. OASDI ............................................................................................... . 
3. Health benefits .................... ; ............................. ; .....•......................... 
4. Transfer of medical consultants from DDS ............................. . 
Subtotal ....................... , ........................................................................... . 

B. Operating expenses and equipment 
1. Support related . 

a. General ........................................................................................ .. 
b. Study on the communication needs of deaf persons ....... . 
c. Comprehensive service center planning (Chap. 1183/SO) 

Subtotal ................................................................................................... . 
2. Client related . 

a. General ; ................................. ;; ............................. ;.;: ........ ; ............ . 
b. Community facility grants ................... ; ................................... . 
c. Rehabilitation revolving loan fund. (Chap. 810/SO) ......... . 
d. Lo.ng term funding ·program .................................... , ............... . 

Subtotal ...... ; ................................. :........................................................... . 
Total Baseline Adjustments .......................................................... : .......... . 

2. Program change proposals for 1981-82 
A. Independent living program ............................ , ............................. : .. .. 

3.· Total budget change proposed .............................................................. .. 
4. Total General Fundi981-82 Expenditures .............. , .......................... . 

Adjustment 

SO,4OO 
12,596 

-38,608 
86,752 

$156,027 
-75,000 
441,000 

$662,823 
148,750 

-300,000 
-2,653;583 

. Total 
$19,278,862 

$141,140 

$522,027 

-$2,142,010 
-$1,478,843 

$1,106,047 
,-$372,796 
$18,906,066 

Table 2 details the department's total current and budget year expenditures, by 
funding source and program. The department is experiencing a net reduction of 
$6,861,011 in federal funds in the budget year. This reduction is primarily offset by 
a $4,240,100 increase in reimbursements from the Department of Developmental 
Services for workload increases in the work activity program. 

New Legislation 
, Chapter 810, Statutes of 1980 . (AB 754), established a Rehabilitation Revolving 
Loan Furid, to be administered by the Department· of Rehabilitation, for' the 
purpose of facilitating the transportation of the physically handicapped. Loans will 
be made to parents of physically handicapped children who have incomes within 
the guidelines of the federal Housing and CommunityDevelopment Act of 1974. 
The loans will finance the purchase of vans, automobiles and other special equip
ment. The act appropriated $300,000 from the General Fund, to the Department 
oLRehabilitation, to establish the Rehabilitation Revolving Loan Fund. 

Chapter .1183, Statutes 6f 1980 '(AB 2687), authorized .the Department of 
Rehabilitation to conduct a study on the feasibility of establishing comprehensive 
service centers for the disabled. The act appropriated $700,000 from funds appro
priated to the contingency reserve for economic uncertainties in the General 

33--81685 
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DEPARTMENT OF REHABILITATION-Continued 
Table 2 

Department of Rehabilitation 
Budget Summary 

1980-81 and 1981~2 

Estimated Proposed 
1980-81 1981-82 

Funding: 
General Fund ............................................... . .$19,278,862 $18,906,066 
Federal funds ............................................... . 90,950,018 84,089,007 
Special deposit fund-Vending Stand Ac-

count ........................................................... . 1,185,426 1,185,426 
Federal special deposit fund-Vending 

Stand Account ........................................... . 1,007,624 1,007,624 
Reimbursements ......... ; ................................. . 30,348,775 34,588,875· 
Loan guarantee fund ................................. . -300,000 

Totals ........................................................... . $142,470,705 $139,776,998 

Program expenditures 
10 Vocational rehabilitation services ....... . $107,794,335 $103,124,250 
20 Habilitation services ............................... . 29,100,911 31,155,600 
30 Support of community facilities ......... . 5,575,459 5,497,148 
40 Administration ......................................... . (11,334,491 ) (11,425,700) 

Totals ............................. : ............................. . $142,470,705 $139,776,998 

Item 516 

Changes 
Amount Percent 

-'-$372,796 -1.9% 
-6,861,011 -7.5 

4,240,100 14.0 
300,000 100.0 

-'$2,693,707 ~1.9% 

-$4,670,085 -4.3% 
2,054,689 7.1 
-78,311 -1.4 

(91,209) (0.8) 
-$2,693,707 -1.9% 

Fund. Of this amount, $129,500 was appropriated to the Department of Rehabilita
tion in 1980-81, and $64,800 was appropriated to the. department in 1981-82. The 
remaining $505,700 is appropriated to ~e Department of Finance in 1981-82 and 
may be allocated to the Department of Rehabilitation upon submittal and ap
proval of the required feasibility report. The budget proposes the expenditure of 
the full amount appropriated for 1981-82-$570,500-by the Department of 
Rehabilitation. 

Legislative Followup. The Supplemental Report of the 1980 Budget Act re
quired the Department of Rehabilitation to report to. the Joint Legislative Budget 
Committee by November 30, 1980 on the feasibility of requiring a nonstate match 
from independent living centers receiving state support. At the time this Analysis 
was written, the departnient had not submitted the required report. 

Impact of Funding Shortages Unidentified 
We withhold recommendation on the Department of Rehabilitation's budget, pending 

receipt of information detailing the actual and anticipated eRect offunding and staffing 
reductions on client services in the current and budget years. 

Funding Shortage. The 1981-82· Governor's Budget document identifies sig
nificantreductions of federal funds for the Department of Rehabilitation· in the 
current and budget years. Specifically, the administration identifies federal fund
ing reductions totaling $10,782,146 and $16,705,777 in 1980-81 and 1981-82, respec
tively. The majority of thisr~duction is for vocational rehabilitation services, the 
department's largest program activity. 

The administration proposes to decrease expenditures commensurate with this 
funding shortfall by reducing state staff and purchased services for clients. At the 
time this Analysis was prepared, a current year deficiency was not anticipated. 

Our analysis indicates that the specific effects of the funding reductions, and the 
administration's corresponding workload adjustments, on client services have not 
been determined. As a result, we are unable to verify that the department will not 
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experience a.funding deficiency in the current year. Moreover, we are unable to 
advise the Legislature concerning the cumulative effect of current and budget 
year funding reductions on the level of services provided to clients in the budget 
year. We have not been able to ascertain, for example, the specific services which 
are no longer being purchased for clients, or the capacity of the department to 
provide these. services. with available staff resources. 

Pending receipt ofinformation detailing the actual and anticipated effect of the 
department's funding and staffing reductions on client services in the current and 
budget years, we withhold recommendation on Item 516. 

Jobs for the Disabled-Transfer of Funding Appropriation Recommended 
The State Personnel Board (SPB) administers the Career Opportunities Devel

opment (COD).· program. It annually transfers funds to the Department of 
Rehabilitation (DaR) to assist the department in securing federal vocational 
rehabilitation funds. DaR subsequently contracts with SPB, in the same amount, 
to pay salaries for disabled program partiCipants. In the budget year, SPB is propos
ing to transfer $1,752,225 to DaR. 

Our anlysis ffidicates that these funds should be appropriated in the Department 
of Rehabilitation's (rather than the SPB's) budget because: 

1. The existing arrangement causes COD program requirements to be overstat
ed, 

2. Current practices do not give the Legislature a clear picture of the funding 
sources utilized by the Department of Rehabilitation when providing state match 
for its program, and 

3. The COD program coUld be streamlined by eliminating unnecessary ad
ministrative steps. 

In our analysis of the State Personnel Board (Item 188), we recommend that 
$1,725,225 be transferred from that item to Item 516 for direct appropriation to the 
Department of Rehabilitation. If the budget subcommittees accept this recom
mendation, we then recommend that Item 516 (Department of Rehabilitation) be 
increased by.$1,752,225 to accomplish this transfer. 

To insure that these funds are used to serve only those clients who are eligible 
for COD services,we also recommend the following control language requiring 
the Department of Rehabilitation to use these funds to provide jobs for disabled 
clients who are COD-eligible. 

"Provided that all funds appropriated to the Department of Rehabilitation for 
the COD program be used to serve only the COD-eligible disabled." . 
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DEPARTMENT OF REHABILITATION-CAPITAL OUTLAY 

Item 516-301 from the General 
Fund, Special Account for 
Capital Outlay Budget p. HW 161 

Requested 1981-82 ......................................................................... . 
Recommended reduction ............................................................. . 
Recommendation pending ........................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Minor Capital Outlay. Withhold recommendation on air condition

ing units, pending receipt of Department of General Services' 
study. 

2. Minor Capital Outlay. Reduce by $20,000. Recommend deletion 
of emergency egress system which has not been approved by the 
State Fire Marshal. 

ANALYSIS AND RECOMMENDATIONS 

$55,000 
20,000 
35,000 

Analysis 
page 

932 

933 

The budget (Items 516-301-036 and 516-301-890) proposes the expenditure of 
$11,000 from the General Fund, Special Account for Capital Outlay (SAFCO), and 
$44,000 from the Federal Trust Fund for two minor capital outlay projects. 

Table 1 
Department of Rehabilitation 
Minor Capital Outlay 1981-82 

Project 
Air conditioning for data processing equipment ......................... . 
Emergency Egress System ................................................................ .. 

Totals ................................................................................................... , 

Air Conditioning System 

General 
F/Dld 
$7,000 
4,000 

$11,000 

Federal 
Trust 
Fund 
2B,OOO 
16,000 

$44,000 

Total 
Cost 

$35,000 
20,000 

$55,000 

We withhold recommendation on Item 516-301-036 and Item 516-301-890, air conditioning 
for data processing equipment, pending receipt of Department of General Services study. 

The budget proposes the expenditure of $35,000 ($7,000 General Fund, SAFCO, 
and $28,000 Federal Trust Fund) for additional air conditioning units at the depart
ment's headquarters. The department has upgraded its'present data processing 
equipment and added equipment. This has resulted in a heat build-up inside the 
computer area, reaching at times a temperature of 85°F. This equipment requires 
an environment of 75°F and 50 percent relative humidity or else the equipment 
will malfunction causing loss of programs. Thus, additional air conditioning is 
necessary. However, the department does not know what will be required to 
correct the problem at this time. The Department of General Services has under
taken a study (due February 1981) to determine the measures needed to correct 
the problem. Until this study is completed, the need for the requested amount 
cannot be substantiated. The necessary information should be available prior to 
budget hearings. Thus, we withhold recommendation, pending receipt of the 
department's study. 
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Emergency Exiting System 
We recommend a reduction of$4,(J()() in Item 516-301-036 and a reduction of$l6,(J()() in Item 

516-301-890 to delete funds for an emergency egress system because the system has not yet 
been approved by the State Fire Marshal. 

The budget proposes the expenditure of $20,000 ($4,000 General Fund, SAFCO, 
and $16,000 Federal Trust Fund) for an emergency egress (exiting) system at a 
Department of Rehabilitation office building. The department indicates that in
stallation of this system would allow disabled individuals to evacuate the building 
in their wheelchairs. The proposed system is battery powered. 

This egress system is experimental and still in development at the University of 
California, Davis campus. The budget amount is based on the department's best 
estimate at this time. However,· the cost of the system will not be fully known until 
development has been completed. Accordingly, the request for funding is prema
ture. 

This prototype emergency egress system was proposed for the central headquar
ters building in the budget for 1980-81. Its cost was then estimated at $50,000. The 
Legislature appropriated this amount, and included budget language restricting 
expenditures until the State Fire Marshal approved the system. The department 
has not yet obtained the approval of the Fire Marshal for the prototype project. 

We therefore recommend deletion of this project because adequate support for 
the budget amount is not available, and because the State Fire Marshal has not yet 
approved a prior prototype project. 

DEPARTMENT OF SOCIAL SERVICES 
SUMMARY 

The Department of Social Services is· the single state agency ~esponsible for 
supervising the delivery of cash grants and social services to needy persons in 
California. Monthly grant payments are made to eligible recipients through two 
programs-Aid to Families with Dependent Children (AFDC) and the Supple
mental Security Income/State Supplementary Payment (SSI/SSP) program. In 
addition, welfare recipients, low-income individuals, and persons in need of pro
tection may receive a number of social services such as information and referral 
domestic and personal care assistance, and child and adult protective services. ' 

Table 1 identifies total expenditures from all funds for programs administered 
by the Department of Social Services for 1980-81 and 1981-82. Total expenditures 
for 1981-82 are proposed at $5,980,087,931, which is an increase of $51,728,507, or 
0.9 percent, over estimated current year expenditures. 

Table 2 shows the General Fund expenditures for cash grant and social services 
programs administered by the Department of Social Services. The department 
requests a total of $2,588,806,202 from the General Fund for 1981-82. This is a 
decrease of $214,502,462, or 7.7 percent, from estimated current-year expenditures. 

SpecilJI Adjustments. The budget anticipates changes in state law or regulation 
which would reduce General Fund expenditures for welfare programs by $47,081,-
962 and increase revenues by $1,028,400. These proposals are discussed in more 
detail elsewhere in this analysis. Table 3 identifies the specific sources of the 
$48,110,362 in savings anticipated by the budget. 



934 / HEALTH AND WELFARE 

DEPARTMENT OF SOCIAL SERVICES 
SUMMARY-Continued 

Program 

Table 1 
Department of Social Services 

Expenditures and Revenues by Program 
All Funds 

1980-81 and 1981-32 

Estimated 
1980-81 

Department support. ..................... .. 
AFDC cash grants ........................... . 

Item 518 

Change 
Amount Percent 

$3,487,649 2.7% 
108,285,100 4.2 

SSI/SSP cash grants .................. n .... 

$127,849,805 
2,553,851,600 
2,038,020,400 

Proposed 
1981-82 

$131,337,454 
2,662,136,700 
1,937,990,400 -100,030,000 -4.9 

Special adult programs ................... . 25,9fJl,284 31.6 
Special social services programs .. 

82,222,016 
622,996$17 

(243,486,011) 
(15,756,100) 

108,189,300 
596,189,063 

(270,884,325) 
-26,807,814 -4.3 

In-home supportive services ..... . (27,398,314) (11.3) 
Community care licensing ....... . (6,463,700) (-9,292,400) (-59.0) 

County welfare department ad-
ministration .... ; .......................... . 503,418,726 

(8,350,320) 
544,245,014 

(8,458,000) 
40,826,288 8.1 

Local mandates ............................. ... (107,680) 1.3 
Special Adjustments: 

Reduced expenditures ............... . ( -61,223,662) 
(1,028,400) 

( -61,223,662) 
Increased revenues .. ; .................. . 

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

General Fund ................................... . 
Federal funds ................................... . 
County funds ................................... . 
Reimbursements ............................. . 
Emergency Revolving Fund ....... . 

$5,928,359,424 

2,803,308,664 
2,829,483,551 

276,576,170 
18,888,039 

123,()(}() 

$5,980,087,931 

2,588,806,202 
3,094,625,186 

287,287,557 
9,368,986 

Table 2 
Department of Social Services· 

General Fund Expenditures 
1980-81 and 1981-32 

Budget Estimated Proposed 
Item Program 1980-81 1981-82 
518-001-001 Department support .... $51,325,252 $49,320,058 
518-101-001 (a) AFDC cash grants ........ 1,195,856,900" 1,215,955,900 
518-101-001 (b) SSI/SSP cash grants ...... 1,251,981,900" 1,051,005,000 

(1,028,400) 

$51,728,507 

-214,502,462 
265,141,635 

10,711,387 
-9,499,053 

-123,()(}() 

Change 
Amount 
- $2,005,194 

20,099,000 
-200,976,900 

518-101-001 (c) Special adult programs 5,596,016" 3,728,800 -1,867,216 
518-101-001 (d) County welfare depart-

ment administration ...... 102,249,654" 110,092,643 7,842,989 
518-101-001 (e) Special social services 

programs .......................... 172,192,522 143,782,101 -28,410,421 
In-home supportive 

0.9% 

-7.7 
9.4 
3.9 

-50.3 
.,...100.0 

Percent 
-3.9% 

1.7 
-16.1 
-33.4 

7.7 

-16.5 

services ........................... (142,944,564) (117,727,145) (-25,217,419) (-17.6) 
518-101-001 (f) Community care licens-

ing ...................................... 15,756,100 6,463,700 -9,292,400 -59.0 
518-101-001 (g) Local mandate ................ 8,350,320 8,458,000 107,680 1.3 

Special Adjustments: 
Reduced expendi-
tures .............................. ( -47,081,962) ( -47,081,962) 
Increased revenues .. ( -1,028,400) ( -1,028,400) 

Totals ........................ $2,803,308,664 $2,588,806,202 -$214,502,462 -7.7% 
" Includes funds for anticipated deficiency. 
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Table 3 
Department of Social Services 

Special Adjustments· 
General Fund 

1981-82 

Special 
Program Adjustments 

Department Support 
1. Deletion of family day care licensing requirement .................... .. -$886,200 
2. Charge licensing fees for specified community care facilities ... . 323,200 

Subtotal ..................................................................................................... . 
AFDC Cash Grants 
1. Limit eligibility for state AFDC-U program ................. : ................. . -$28,780,200 
2. Eliminate 80 percent grant supplementation ... , ............... ~ ............. . -6,423,000 

Subtotal ..................................................................................................... . 
Special Adult Programs 
1. Eliminate emergency loan program for SSIJ SSP recipients ..... . 

Special Social Services 
1. Deletion of family day care licensing requirement ..................... . 
County Welfare Department Administration 
1. Limit eligibility for state AFDC-U program ................................... . . -$1,233,700 
2. Eliminate 80 percent grant supplementation ................................. , -436,900 

Subtotal ..................................................................................................... . 

Total, Reduced Expenditures ................................................................. . 
Total, Increased Revenues-Community Care Licensing Fees ..... . 

Total Savings ............................................................................................... . 

a Source: Governor's Budget Page A-25 

Health and Welfare Agency 

DEPARTMENT OF SOCIAL SERVICES 

Total 

-$563,000 

- $35,203,200 

-$1,765,862 

-$7,879,300 

-$1,670,600 

-$47,081,962 
-$1,028,400 

-$48,110,362 

Item 518-001 from the General 
Fund Budget p. HW 162 

Requested 1981-82 ......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

$49,320,058 
51,325,252 
40,165,050 

Requested decrease (excluding amount for salary 
increases) $2,005,194 (-3.9 percent) 

Total recommended reduction ................................................... . 
Total recommendation pending ................................................. . 

$2,680,147 
$2,102,086 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Contracts With the Health and Welfare Agency. Reduce by $25,

.956. Recommend reduction of $51,912 ($25,956 General Fund and 
$25,956 federal funds) to correct overbudgeting. 

2. Out-of-State Travel. Reduce by $14,667. Recommend reduction 
of $27,675 ($14,667 General Fund and $13,008 federal funds) to 
reflect actual expenditure pattern. 

Analysis 
page 
948 

948 
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DEPARTMENT OF SOCIAL SERVICES-Continued 

3. Equipment. Reduce by $101,344. Recommend deletion of $220,- 949 
312 ($101,344 General Fund, $107,953 federal funds, and $11,015 
reimbursements) proposed for unnecessary equipment. 

4. Attorney General Legal Services. Withhold recommendation on 950 
$2,542,973 for legal services ($1,169,768 General Fund, $1,246,057 
federal funds and $127,148 reimbursements) pending Department 
of Finance reconciliation of conflicting estimates for such services. 

5. Salary Savings. Reduce by $855,038. Recommend amount bud- 951 
geted for salary savings be increased to reflect recent trends for a 
savings of $2;035,805 ($855,038 General Fund, $1,099,334 federal 
funds, and $81,433 reimbursements). 

6. Unscheduled reimbursements. Recommend adoption of control 952 
language requiring that General Fund costs be reduced by the 
amount of unscheduled reimbursements received by· tlie depart-
ment. 

7. Health and Welfare Agency Consolidated Data Center. Reduce 952 
by $itJ8,623. Recommend reduction of $342,950 ($188,623 General 
Fund, $150,898 federal funds, and $3,429 reimbursements) to reflect 
past expenditures and prevent overbudgeting. 

8. Data Processing. Reduce by $128,526. Recommend reduction of 955 
$233,683 ($128;526 General Fund, $102,820 federal funds, and $2,337 
reimbursements) to delete funds for expiring contracts and to re-
flect actual expenditures. 

9. Data Processing Positions. Recommend adoption of Budget Bill 955 
language requiring the Department of Finance to notify the Legis-
lature of the savings resulting from implementing new electronic 
data processing systems, prior to continuing nine EDP positions 
beyond December 31, 1981. 

10. Training for Computer Programmers. Reduce by $65,578. Rec- 956 
ommend reduction of $119,232 ($65,578 General Fund and $53,654 
federal funds) budgeted in temporary help to train computer 
programmers. because proposal represents a piecemealllPproach 
to a statewide problem. 

11. Foster Care Management Information System. Withhold recom" 956 
mendation on $500,000 in federal funds proposed for the develop-
ment and implementation of a foster care management infor
mation system; pending review of a feasibility study report. 

12. SPAN Project-Consultant and Professional SerVices Contracts. 958 
Reduce by $74,800. Recommend reduction of $220,000 ($74,800 
General Fund and $145,200 federal funds) budgeted for consultant 
and professional services contracts in the statewide Public Assist~ 
ante Network (SPAN) Project because state staff are available to 
perform these activities. 

13. SPAN Project-In-State Travel. Reduce by $33,660. Recom- 959 
mend reduction of $99,000 ($33,660 General Fund and $65,340 
federal funds) overbudgeted for· in-state travel. 

14. SPAN Project-Training Funds. Reduce by $13,637. Recom- 959 
mend reduction of$40,10B ($13;637 General Fund and. $26,471 
federal fUnds) overbudgeted for training. , . .. ' .. 

15. SPAN Project-External AUairs Manager. Reduce by $33;559. 960 
Recommend deletion of $98,702 ($33,559 General Fund and $65,-
143 federal funds) budgeted for the external affairs manager be-
cause county advice and recommendations are already available 
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to the department. 
16. SPAN Project-Feasibility Study Report. Recommend the de- 960 

partment submit a report to the Legislature containing county 
recommendations on the feasibility study report. 

17. SPAN Project-'-Pilot Project. Withhold recommendation on $1,- 961 
676,617 ($561,645 General Fund, $899,730 federal funds and $215,-
242 reimbursements) budgeted for the pilot project pending 
receipt of the department's feasibility study report and a docu-
ment describing proposed operation of the pilot project. 

18. Refugee Resettlement Program. Recommend deletion of 19 po- 964 
sitions because of excessive workload projections and duplication 
of functions performed by existing staff, for a reduction of $657,042 
in federal fundS. 

19. Fair Hearing Officers. Reduce by $220,554. Recommend dele- 966 
tion of nine faii' hearing officers, due to overbudgeting, for a sav-
ings of $416,138 ($220,554 General Fund, $158,132 federal funds, 
and $37,452 reimbursements). 

20. Food Stamp Positions. Reduce by $41,721. Recommend dele- 968 
tion of three positions because workload has not been document-
ed, for a savings of $83,442 ($41,721 General Fund and $41,721 
federal fund. 

21. Community Care Licensing-Workload Standards. Reduce by 969 
$454,332. Recommend deletion of 19 new facilities evaluator and 
support positions to reflect adjusted workload standards, for a 
General Fund savings of $454,332. 

22. Community Care Licensing-Legal Services. Recommend five 971 
proposed new legal services positions be limited to June 30,1982 
because of probable workload savings. 

23. Social Services-Evaluation: . Reduce by $183,097. Recommend 972 
deletion of six new positions proposed to evaluate children's serv-
ices programs because sufficient staff exist to accomplish this func-
tion, fora General Fund savings of $183,097. 

24. Interstate Compact for the Placement of Children. Reduce by 973 
$58,142. Recommend (1) transfer of responsibility for coordinat-
ing the placement of children in foster care with other states from 
the Planning and Review Division to the Adult and Family Serv-
ices Division, and (2) deletion of two proposed new positions for 
this activity to cOhsolidatethe responsibility under one deputy 
direction and utilize existing staff, for a General Fund savings of 
$58,142~ 

25. Systems and Policy Branch Reorganization-Workload Data Re- 975 
quested. Withhold recorrimendation on $438,148 ($370,673 Gen-
eral Fund and $67,475 in federal funds) and 11 positions, pending 
receipt of detailed workload data. 

26. Office of Government and Community Relations. Reduce by 976 
$186,913. Recommend: 
a. Deletion of two professional positions, 2.5 clerical positions, and 

contract funds because the positions duplicate functions of au
thorized positions, for a savings of $212,342 ($116,788 General 
Fund and $95,554 federal funds). 

b. Deletion of a staff services manager II in the welfare program 
operations division and a staff services manager II in the Adult· 
and Family Services Division because the positions duplicate 
functions of authorized positions, for a savings of $92,926 ($70,-
125 General Fund and $22,801 federal funds). 
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GENERAL PROGRAM STATEMENT 
Chapter 1252, Statutes of 1977 (AB 363), created a new Department of Social 

Services, effective July 1, 1978. The new department retained the welfare opera
tions function of the former Department of Benefit Payments, and assumed re
sponsibility . for the disability evaluation, community care licensing and social 
services functions of the former Department of Health. Departmental functions 
are carried out through nine divisions. 

Legal Affairs Division 
The Legal Affairs Division consists of the Office of the Chief Counsel and the 

Office of the Chief Referee. The Office of the Chief Counsel provides legal advice 
to departmental managers and supports the Attorney General in litigating cases 
affecting the department. The Office of the Chief Referee is responsible for con
ducting administrative hearings to determine the fairness of decisions made by 
county welfare department personnel in handling welfare cases. 

Administration Division 
The Administration Division has responsibility for providing all support func

tions for the Department of Social Services. The functions include (1) processing 
personnel transactions, (2) providing space and centralized typing services, (3) 
managing the accounting and budgeting systems of the department, (4) collecting 
and analyzing data regarding the programs administered by the department, and 
(5) developing estimates of the projected costs and caseloads of the cash assistance 
and social services programs. 

Centralized Delivery System 
This division is responsible. for the definition, design, development and im

plementation of an automated system for delivering financial assistance and serv
ices to welfare recipients in California. The division was established in r.esponse 
to Chapter 282, Statutes of 1979 (AB 8), which requires the department to imple
ment a statewide centralized delivery system for welfare benefits by July 1, 1984. 

Adult and Family Services Division 
The Adult and Family Services Division is responsible for managing and admin

istering social services programs including in-home supportive services, other 
county social services, child welfare services and the state adoptions program. The 
division consists of five branches: (1) Family and Children's Services, (2) Adult 
Services, (3) Adoptions, (4) Systems and Policy and (5) AB 1642 Implementation. 
It plans, organizes and directs the operation of statewide social services programs 
delivered through county welfare departments, private agencies under contract, 
and other state departments. In addition, the division performs direct adoptions 
casework through three district offices. 

Welfare Program Operations 
The Welfare Program Operations Division has overall responsibility for the 

management of payment programs which provide financial assistance to needy 
individuals. The division consists of five branches. The AFDC Program Manage
ment Branch provides policy direction and interpretation to county welfare de
partments in administering the payment of grants under the AFDC program. The 
Adult Program Management Branch provides liaison with the Social Security 
Administration which administers the State Supplementary Payment (SSP) pro-
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gram. This branch also provides direction to the counties in the administration of 
various special adult programs including Emergency Loan, Special Circumstances, 
and the Guide Dog Special Allowance. The Boarding Homes and Institutions 
(BHI) rate-setting branch is responsible for making recommendations to the 
Legislature for setting AFDC Foster Care rates. The Food Stamp Program Man
agement Branch supervises the county administration of the federal Food Stamp 
program. The Child Support Program Branch develops statewide policies and 
procedures for collecting child support from absent welfare and nonwelfare par
ents. 

Community Care Licensing 
The Community Care Licensing Division (1) supports the facilities evaluation 

activities of county licensing agencies through the development of regulations, the 
collection of statewide data and the investigation of complaints and (2) directly 
licenses community care facilities. The division is organized into three branches 
to carry out these responsibilities: (1) Field Operations, (2) Client Protection 
Services, and (3) Policy and Administrative Support. The Field Operations and 
Client Protective Services Branches maintain district offices throughout the state. 

Planning and Review Division 
The Planning and Review Division (1) responds to public inquiries regarding 

cash assistance and social services programs, (2) conducts studies of the personnel 
and financial management practices of the department, (3) evaluates the effi
ciency, equity and effectiveness of programs carried out by the 58 county welfare 
departments, and (4) develops error rate estimates for the determination of eligi
bility and level of payment to clients of the cash assistance and in-home supportive 
services programs. 

Disability Evaluation Division 
The Disability Evaluation Division is responsible for determining the medical 

eligibility of California residents for benefits under the disability insurance, supple
mental security income, and medically needy programs of the Social Security Act. 
There are six regional offices throughout the state responsible for processing 
disability claims. 

Executive Division 
The Executive Division consists of the director's immediate staff and six special 

offices: (1) Affirmative Action, (2) Public Information, (3) Government and Com
munity Relations, (4) Refugee Services, (5) Deaf Access and (6) Services to the 
Blind. In addition, five advisory committees report to the director on issues con
cerning child abuse, social services, life care contracts, community care facilities, 
and services planning. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of$49,320,058 from the General Fund for 

support of the Department of Social Services in 1981-82. This is a decrease of 
$2,005,194, or 3.9 percent below estimated current year expenditures. This amount 
will increase by the amount of any salary or staffbenefit increase approved for the 
budget year. 

The budget proposes total expenditures of $131,337,454 from all funds for the 
support of the department in 1981-82. This is an increase of $3,487,649, or 2.7 
percent, over estimated 1980-81 expenditures. Table 1 shows total expenditures, 
by division. 
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Table 1 
Summary of the Department of Social Services Support Budget 

1980-81 and 1981-82 

Estimated Proposed Change 
Funding 1980-81" 1981-82" Amount 
General Fund .............................................. $51,325,252 $49,320,058 -$2,005,194 
Federal funds .............................................. 72,026,956 76,123,854 4,096,898 
Reimbursements ........................................ 4,497,597 5,893,542 1,395,945 

Totals ........................................................ $127,849,805 $131,337,454 $3,487,649 

Division 
Administration ............................................ $18,267,597 $17,839,788 -$427,809 

Personnel-years ...................................... 537.4 541.4 4.0 
Legal affairs ................................................ 6,113,515 7,001,248 887,733 

Personnel-years ...................................... 147.2 152.2 5.0 
Adult and family services ........................ 9,139,054 9,763,557 624,503 

Personnel-years ...................................... 263.0 262.0 -1.0 
Welfare program operations .................. 9,215,194 8,313,169 -902,025 

Personnel-years ...................................... 174.0 166.0 -RO 
Community care licensing ...................... 10,010,789 11,486,076 1,475,287 

Personnel-years ...................................... 310.6 362.5 51.9 
Planning and review ................................ 10,551,207 10,422,219 -128,988 

Personnel-years ...................................... 308.5 314.3 5.8 
Disability evaluation .................................. 50,333,051 52,617,003 2,283,952 

Personnel-years ...................................... 1,361.0 1,361.0 
Centralized delivery system .................... 6,621,937 10,286,876 3,664,939 

Personnel-years ...................................... 193.7 208.7 15.0 
Executive ...................................................... 7,597,461 4,170,518 -3,426,943 

Personnel-years ...................................... 183.8 106.5 -77.3 
Special adjustment .................................... .,..563,000 -563,000-

Personnel-years ...................................... -18.5 -18.5 

Totals ............................................................ $127,849,805 $131,337,454 $3,487,649 
Personnel-years ...................................... 3,479.2 3,456.1 -23.1 

a Personnel-years do not equate with authorized positions due to vacancies. 

Proposed General Fund Budget Changes 

Percent 
-3.9% 

5.7 
31.0 
2.7% 

-2.3% 
0.7 

14.5 
3.4 
6.8 

-0.4 
-9.8 
-4.6 
14.7 
16.7 

-1.2 
1.9 
4.5 

55.3 
7.7 

-45.1 
-42.1 

2.7% 
-0.7% 

Table 2 details the changes in the department's proposed General Fund expend
itures for 1981-82. This table shows that expenditures in the· budget year will 
decrease by $2,005,194, or 3.9 percent, from the current year. The net General 
Fund decrease of $2,005,194 consists of reduced costs totaling $7,930,180 and in
creased expenditures of $5,924,986. The major cost increases include (a) $798,442 
for merit salary adjustments and staff benefits (exclusive of cost of living salary 
increases), (b) $715,919 for a 7 percent increase in operating expenses and equip
ment, and (c) $3,979,399 to establish new or continue existing programs and 
positions. The increased costs are offset by reduced expenditures of (a) $4,794,702 
in one-time expenditures during the current year, (b) $1,957,703 for limited-term 
and administratively-established positions, (c) $563,000 in special adjustment re
ductions proposed by the administration, and (d) $614,775 in other proposed 
changes. 
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Table 2 
Proposed General Fund Adjustments 

For the Department of Social Services Support Budget 

Cost 
1. 1980-81 Current Year Revised Expenditures ................................... . 
2. Baseline adjustments for existing programs. 

A. Increase in existing personnel costs 
1. Merit salary adjustment ............................................................... . 
2. OASDI ............................................................................................. . 
3. Retirement. .................................................................................... . 
4. Workers' compensation ................................................................ . 

Subtotal ......................... , ................................................................. . 
B. Decreases in existing personnel costs 

1. Limited-term positions • 
a. SPAN.project. ............................................................................ . 
b. AFDC-BHI rate setting project ........................................... . 
c .. Administrative support-accounting ................................... . 
d. California Fiscal Information System ................................. . 
e. AFDC-foster care ................................................................. . 
f. Adult services ......................................................................... ... 
g. Child protective services ...................................................... .. 

Subtotal ....................... , .............................................................. .. 
2. Administratively established positions • 

a. SSI/SSP quality control review project ............................ .. 
b. Office of Deaf Services ........................................................ .. 
c. IHSS payrolling .......................................................................... . 
d. Community care licensing of group homes .................... .. 

Subtotal ...................................................................................... .. 
C. One-time expenditures 

1. 1980-81 disaster relief ................................................................ .. 
2. Equipment expenditures .......................................................... .. 

Subtotal .......................................................................................... .. 
D. Seven percent price increase for operating expenses and 

equipment .......................................................................................... .. 
Total, Baseline Adjustments .......................................................... .. 

3. Program change proposals 
A. Department of Social Services 

1. Proposed position changes 
a. Community care licensing .................................................... .. 
b. SPAN project ........................................................................... . 
c. Other .......................................................................................... .. 

Subtotal .................................................................. ; .................... . 
2. Other proposed changes 

a. Salary savings and overhead. adjustments ........................ .. 
h. Department of Finance reductions .................................... .. 

Subtotal ...................................................................................... .. 
B. Reimburse Office of Administrative Law .................................. .. 
C. Reimburse Department of Justice ................................................ . 

Total, Program Change Proposals .......................................... .. 
4. Special adjustments 

A. Deletion of family day care licensing requirement ................ .. 
B. Charge licensing fees for specified community care facilites 

Total, Special Adjustments .............................................................. .. 
5. Total General Fund Change Proposed for 1981-82 ...................... .. 

6. 1981-82 Proposed General Fund Expenditures .............................. .. 

Total 
$51,325,252 

• Funds to continue some of these activities in the budget year are contained in the program change 
proposals for the department. 



942 /IIEALTH AND WELFARE Item 518 

DEPARTMENT OF SOCIAL· SERVICE.S-Continued 

Special Adjustments 
The budget for state support of the Department of Social Services includes net 

reductions of $563,000 from the General. Fund due to anticipated changes in 
current state law regarding the community care licensing program. Currently, the 
Department of Social Services (1) licenses and evaluates community care facilities 
to ensure the health and safety of residents and clients, (2) develops regulations 
for the operation of these facilities under the provisions of the Health and Safety 
Code, and (3) investigates complaints against community care facilities. In addi
tion, 48 counties contract with the state to license certain community care facilities 
within their jurisdiction. 

The legislative changes anticipated by the budget are (1)· deletion of the statu
tory requirement that the department license small family day care homes, for an 
anticipated state savings of $886,200 and (2) reestablishment of fees for licensure, 
at an estimated state support cost of $323,200. . 

Deletion of Licensing Requirement for Small Family Day Care Homes 
The 1981 Budget Bill, as introduced, anticipates passage of legislation to delete 

the existing statutory licensure requirement pertaining to small family day care 
homes for children. This change is estimated to result in savings of $886,200 in state 
support costs, as shown in Table 2, and $7,879,300 in local assistance payments to 
counties which currently contract with the state to license family day care homes. 
The county-operated portion of the community care . licensing program is dis
cussed in our analysis of Item 518-101-001 (e) and (f). 

A family day care home, as defined by state law and referred to by the proposed 
change, provides care, protection and supervision to up to 12 children, in the 
care-giver's own home, for periods ofless than 24 hours per day, while the parents 
or guardians are away. If one adult care provider is present in the home, up to six 
children II).ay be cared for under existing state law. With an assistant present, a 
maximum of twelve children may be cared for in a family day care home. If more 
than twelve children are cared for in a facility, the facility must be licensed as a 
day care center. 

State Support Savings Underbudgeted The savings estimate of $886,200 in 
state siIpport is based on a reduction of 32.5 positions from the Community Care 
Licensing Division, 22 of which we understand would be facility evaluators. The 
remaining 10 positions would consist of various support staff in the division. Our 
analysis indicates that the assumptions underlying this estimate are conservative 
and additional savings could be realized if the proposed change in state law is 
approved. The basis for this conclusion is as follows: 

First, the 32.5 positions do not include state staff in the Policy and Administrative 
Support or Client Protection Services branches of the Community Care Licensing 
Division. Our analysis indicates that policy development and audit investigation 
workload would also diminish in these branches if licensure of family day care 
homes was eliminated. 

Second, the estimate of state support savings is based on a projection of 2,928 
facilities being affected in 1981-82. An August 1980 work volume count of state
licensed facilities identified 3,030 of these facilities. Because the number of li
censed small family day care homes is expected to continue to increase during 
1980-81, the projection of 2,928 facilities appears to underestimate potential state 
savings. 

Tothe extent that (1) workload related to policy development and audit investi
gation is reduced due to the deletion of family day care licensing, and (2) more 
facilities are licensed than the number included in the estimate, the budget un-
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derestimates state staff savings which should accrue if this change in law is ap
proved. 

Licensing Family Day Care Homes. We are unable to advise the Legislature 
of the specific impact of this proposal on the operation of small family day care 
homes. In our review of the licensure of these facilities, we have identified, howev
er, several factors which the Legislature may wish to consider in its debate on this 
statutory change. First, these facilities do not generally provide highly technical 
or specialized services and can, therefore, be evaluated by the parents or guardians 
of children who may use the facilities. In addition, because children stay in the 
facilities less than 24 hours each day, the parent or guardian generally has daily 
contact with the facility and its operators. On-site licensing visits to the facilities 
are currently required only once every two years. 

Second, many small family day care homes are not currently licensed. The 
Department of Social Services has estimated that up to 50 percent of all such 
facilities currently operate without a licellse. 

Third, state licensing staff receive fewer complaints per facility for small family 
day care homes than for community care facilities in total. For example, in August 
1980, the latest data available, small family day care homes accounted for 22 
percent of all licensed community care facilities but only 11 percent of complaints 
involved these facilities. Our analysis iridicates that a large share of the complaints 
involving small family day care homes concern operation of a facility without a 
license. 

Finally, the Legislature already has recognized the relative safety of small family 
day care homes in establishing less restrictive procedures for the licensure of these 
facilities and by creating a three-county demonstration project to certify small 
family day care homes rather than require licenses for their operation (Chapter 
1063, Statutes of 1979). . 

Fees For Licensure 
The 1981-82 Governor's Budget also assumes that legislation will be enacted to 

intiate the imposition of fees for licensing certain community care facilities. We 
are unable to advise the Legislature of the specific impact of this proposal on the 
operation of such facilities. Such legislation would require the Legislature, howev
er, to reverse the policy it established in enacting Chapter 91, Statutes of 1980, 
which prohibits fees for the licensure of community care facililies. 

The budget anticipates that such fees would generate revenues of $1,028,400 but 
would require the establishment of 14 clerical positions for fee collection at a cost 
of $323,200. Therefore, net anticipated revenue is estimated to be $705,200. We 
understand that the estimated revenue of $1,028,400 is based on a flat fee of $100 
being received from 10,284 facilities. Actual revenue generated from charging fees 
for licensure will vary to the extent that (1) the number of facilities licensed varies 
from the projected number and (2) the fee schedule, which is not specified in the 
budget, generates revenue greater or less than $100 per facility per year. 

Potential County Costs. The estimate of anticipated revenue does not reflect 
the potential cost of county staff, which may be required to collect fees for licen
sure. It is our understanding that the proposed imposition of fees for licensure 
would exempt foster family homes, family day care homes, and certain other 
facilities, from the fee requirement. During 1980-81, the Department of Social 
Services has assumed full responsibility for licensing the majority of community 
care facility categories, but counties have generally retained the responsibility to 
license foster family homes and family day care homes. Some counties have also 
retained responsibility for licensing and evaluating some facilities which would be 
subject to fee payments. To the extent that counties continue to license facilities 
which are required to pay fees, counties will incur additional administrative costs 
which will offset the current estimate of increased revenue. 



Division 
Executive .......................................................... 
Welfare program operations ........... : ............ 
Legal affairs ...................................................... 
Adult and family services ............................ 
Administration ................................................ 
Community care licensing .......................... 
Planning and review ...................................... 
Disability evaluation ...................................... 
Centralized delivery system ........................ 
Temporary help .............................................. 

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

Table 3 
Department of Social Services 

Proposed Position Changes for 1981-.82 

Workload and Requested 
Existing Administrative New Total 

Fiscal EfFect of Requested New Positions 
General Federal Reimburse-

Positions Adjustments Positions Positions Fund Funds ments Totals 
42.7 41.5 84.2 $112,635 $1,362,490 $1,475,125 

136.0 30.0 166.0 292,958 674,838 967,796 
141.0 5.0 146.0 143,456 143,456 
253.0 -1.0 10.0 262.0 342,639 342,639 
522.4 19.0 541.4 189,971 133,995 $39,011 362,977 
293.6 68.9 362.5 1,589,374 1,589,374 
296.3 -3.0 21.0 314.3 286,296 -51,950 234,346 

1,337.1 -0.5 1,336.6 
161.7 39.0 200.7 1,096,457 1,826,752 217,013 3,140,222 
74.4 -21.5 8.0 60.9 -74,387 -74,387 -148,774 --

3,258.2 -26.0 242.4 3,474.6 $3,979,399 $3,871,738 $256,024· $8,107,161 
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Proposed New Positions 
The department is proposing a total of 242.4 new positions for 1981-82, as shown 

in Table 3. Three. budget requests account for 60 percent of the proposed new 
positions. The single largest request is for 56 positions for various divisions to work 
on the Statewide Public Assistance Network (SPAN) project pursuant to Chapter 
282, Statutes of 1979 (AB 8). Of this number, 43.5 positions were authorized for a 
limited term and are scheduJed to terminate on June 30, 1981. The budget proposes 
to continue these positions on a limited term basis during 1981-82. The department 
is also requesting (a) 51.9 positions to evaluate and license community care facili
ties and (b) 38.5. positions to administer the refugee assistance· program. The 
remaining 96 positions are proposed for functions throughout the· department. 

IMPACT OF RECENT LEGISLATION 

Cost.;.of:-Living Increases for Welfare Recipients 
Chapter 511, Statutes of 1980, provides that, effective January 1, 1981, annual 

cost-of-living increases on grants for various public assistance programs will. be 
based on the change in the California Necessities Index rather than the Consumer 
Price Index. 

The impact of this bill on specific welfare programs during 1980-81 and 1981-82 
is as follows: 

1. AidtoFamilies With DependentChiJdren (AFDC). For the first six months 
of fiscal year 1980-81 (July 1, 1980-Dec. 31, 1980), AFDC grants were increased by 
15.48 percent over the amounts paid in 1979-80. This adjustment represents the 
percentage change in the Consumer Price Index for Los Angeles-Long Beach
Anaheim and San Francisco-Oakland between December 1978 and December 
1979. Effective January 1, 1981, AFDC grants were reduced to levels that are 13 
percent higher than grant amounts paid in 1979-80. The 13 percent adjustment 
represents the change in the California Necessities Index (CNI), as defined by 
Chapter 511, between December 1978 and December 1979. The act provides, 
however, that the maximum state reimbursement for cost-of-living increases for 
AFDC-Foster Care remains at 15.48 percent during all of 1980-81. 

Table 4 shows the effect of Chapter 511 on the maximum grant level paid, for 
various family sizes, during 1980-81. 

Table 4 
Maximum Monthly AFDC Grant Levels 

1979-80 and 1980-81 

FamilySize 
1.. .................................................................................... .. 
2 ....................................................................................... . 
3 ....................................................................................... . 
4 ....................................................................................... . 

1979-80 
$201 
331 
410 
487 

1!J80...81 
July-December January-June 

1980 1981 
$232 $227 
382 374 
473 463 
563 550 

Beginning with the 1981-82 fiscal year, the statute requires that AFDC grants 
be adjusted annually based on the percentage change in the CNI during the 
12-month period ending in the preceding December. Thus, the statute requires 
the cost-of-living adjustment for fiscal year 198f-82 to be based on the percentage 
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change in the CNI between December 1979 and December 1980. 
2. Supplemental Security Income/State Supplementary Payment (SSI/SSP) 

Program. During the first six months of 1980-81, SSI/SSP recipients received a 
cost~of-living increase based on the percentage change in the Consumer Price 
Index for Los Angeles-Long Beach-Anaheim and San Francisco-Oakland between 
December 1978 and December 1979. Although the percentage increase in the 
Consumer Price Index for this period was 15.48 percent, recipients actually re
ceived an 18 percent increase to their total SSI/SSP grant due tothe methodology 
established in law in 1973 for calculating the SSI/SSP cost-of-living increase. 

Effective January 1, 1981, Chapter 511 provided a cost-of-living adjustment 
based on the percentage change in the California Necessities Index. It also re
pealed the method of calculating SSI/SSP cost-of-livingincreases which resulted 
in grant adjustments that were larger than the change in the Consumer Price 
Index. As a result, SSI/SSP grants for the last six months of 1980-81 were reduced 
to levels that are 13 percent higher than grant amounts paid in 1979-80.' 

Table 5 shows the effect of Chapter 511 on the maximum SSI/SSP grant levels, 
for various categories of SSI/SSP recipients during 1980-81. 

Table 5 
Maximum Monthly SSI/SSP Grant Levels 

1979-80 and 1980-81 

Aged/Disabled individual ..................................................... . 
Aged/Disabled couple ........................................................... . 

1979-80 
$356 
660 

Blind individual ........................................................................ 399 
Blind couple .............................................................................. 776 

1981J...81 
July-December January-June 

1980 1981 
$420 $402 
773 746 

471 
905 

451 
Em 

Beginning with fiscal year 1981-82, Chapter 511 requires that cost-of-living ad
justments be based on the December-to-December change in the California 
Necessities Index. In addition, the cost-of-living adjustments will be applied 
against the total SSI / SSP grant rather than just the SSP portion of the grant. The 
new methodology is similar to that used for calculating the AFDC cost-of-living 
adjustment, and will result in a grant increase which reflects the percentage 
change in the new California Necessities Index. 

3. Aid to the PotentiaJlySelf-Supporting Blind (APSB) Program. Under Chap
ter 511, payment levels for the APSB program remain tied to those for the SSIISSP 
program. As a result, APSB grants for the first six months of 1980-81 were based 
on a 15.48 percent change in the Consumer Price Index. For the last six months 
of 1980-81, APSB grants were reduced to levels that are 13 percent higher than 
grant amounts paid in 1979-80, to reflect the change in the California Necessities 
Index during 1979. The grants for an APSB recipient are those shown in Table 5 
for a blind individual. 

4. In-Home Supportive Services (IHSS) Program. . Under Chapter 511, cost-of
living increases in the maximum allowable payments which individuals may re
ceive for in-home supportive services are 15.48 percent in 1980-81, as determined 

. by the percentage change in the Consumer Price Index. As a result, IHSS max
imum grants increased from $664 in 1979-80 to $767 in 1980-81 for a severely 
impaired recipient, and from $460 to $532 for a nonseverely impaired IHSS recipi
ent. Effective July 1, 1981, the cost-of-living adjustment will be based on the change 
in the California Necessities Index. 
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5. Fiscal Impact. Table 6 shows the fiscal impact of Chapter 5Il. Compared to· 
the cost-of-living increases required under prior law, the act resulted in savings of 
$89.8 million to the General Fund and $14.4 million in federal funds in 198().,.81. 

Under current federal law, California is allowed to provide cash in lieu of food 
stamps to eligible SSI/SSP recipients so long as the state: (1) passes on the federal 
cost-of-living increase for the SSI grant and (2) provides a cost-of-living increase 
for the SSP grant pursuant to current state law. This provision of federal law allows 
the state to avoid the administrative costs which would occur· if county welfare 
departments were required to distribute food stamps to SSI/ SSP recipients. 

Although the state changed its formula for calculating cost-of-living increases for 
SSI I SSP recipients, the federal government did not require the state and counties 
to administer a program to provide food stamps to eligible SSI/SSP recipients in 
the current year. 

Medi-Cal costs decreased in the current year as a result of changing the AFDC 
cost-of-living adjustment from .15.48 to 13 percent. This is commonly referred to 
as the Medi-Cal Spin-off. As the AFDC standard increases, Medi-Cal recipients are 
allowed to retain niore money for living expenses and consequently are required 
to spend less money on medical expenses. Conversely, as AFDC cost-of-living 
adjustments are reduced, recipients are required to spend more money on medical 
expenses under the Medi-Cal program, thus reducing the, net costto the state and 
federal government. 

Table 6 
Cost-of-Living Expenditures 

Comparison of Prior Law Requirement 
with Chapter 511 

1980-81 
(in millions) 

Prior Law Require-
ment Chapter 511 

(15.5% July 1980- (15.5% July-Dec '80) 
Program June 1981) (13% Jan-Jun '81) 
AFDC .......................................................................... $186.4 $173,0 
SSI I SSP ........................................................................ 342.6 'lff1.6 
APSB ............................................................................ 0.2 0.2 
IHSS;............................................................................. 3.4 3.4 
Medi·Cal Spin·off ...................................................... 24.7 23.3 

Totals........................................................................ $557.3 $467.5 
a Chapter 511 resulted in a savings of $40,000 in the APSB program. 

AFDC-Foster Care 

Difference 
~$13.4 
-75.0 

a 

-1.4 

-$89.8 

Chapter 1166, Statutes of 1980, specifies the various conditions under which a 
child is eligible to receive financial assistance under the Aid to Families with 
Dependent Children-Foster Care (AFDC-FC) program. The act also requires the 
Department of Social Services to submit specified reports to the Legislature con
cerning foster care payments. 

The major feature of the act is that it limits payments to children voluntarily 
placed in foster care. Beginning January 1, 1982, payments to children who are 
voluntarily placed in foster care on or after January 1, 1981, will be limited to six 
months. Under existing hiw, foster care payments for voluntary placements are not 
limited to a specified period of time. 

This act will result in savings to the department and local governments as a 
result of: 

1. Limiting grant payments to six months for children voluntarily placed in 
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foster care after January 1, 1981, and 

Item 518 

2. Clarifying existing law concerning eligibility for foster care payments. 
The Department of Social Services estimates that this act will result in General 

Fund savings of $957,500-in 1981-82. 
While this act results in General -Fund savings to the Department of Social 

Services, there will be increased state costs to the Departments of Developmental 
Services and Mental Health~ Under the act's provisions, voluntary placements who 
are developmentally disabled or emotionally disturbed and unable to obtain a 
court-ordered placement after six months, would be shifted to regional centers 
and community mental health programs. Costs to these programs are undeter
mined, but potentially major, depending upon the number of children transferred 
to the Departments of Developmental Services and Mental Health. 

TECHNICAL BUDGETING ISSUES 

Contracts with the Health and Welfare Agency Overbudgeted 
We recommend a reduction-of $51,912 ($25,956 General Fund and $25,956 federal funds) 

overbudgeted for contracts with the Health and Welfare Agency. 

The budget proposes $65,700 for two contracts with the Health and Welfare 
Agency. The contracts would reimburse the agency for the following: (1) $26,967 
for part of the salary for one position located in the Governor's Office in Washing
ton, D.C., and (2) $38,733 for the systems review unit in the- Health and Welfare 
Agency. The systems review unit studies the efficiency and effectiveness of depart
mental programs overseen by the agency, and tries to identify overlaps in service 
delivery, funding sources and clients. 

Our review of the Health and Welfare Agency's schedule of reimbursements 
found that the agency anticipates receiving $13,788, not $65,700, from the Depart
ment of Social Services during 1981-82. The $13,788 is for partial support of the one 
position in the Governor's Office in Washington. The agency is not scheduled to 
receive reimbursements from the department for support of the systems review 
unit because the Governor's Budget requests a direct appropriation of funds to the 
agency for this purpose. 

For this reason, we recommend a reduction of $51,912 overbudgeted for DSS 
contracts with the Health and Welfare Agency. 

Out-of-State Travel Overbudgeted 
We recommend that funding for out-DE-state travel be reduced to reflect the departments 

most recent actual experience, for a savings of $27,675 ($14,667 General Fund and $13,{)()8 
federalfunds). 

The budget requests $116,367 for out-of-state travel by Department of Social 
Services (DSS) employees. As Table 7 shows, such travel has been consistently 
overbudgetedsince 1977-78. 

Table 7 
Department -of Social Services 

Out-of-State Travel Expenditures 
1977-78 to 1979-80 

Budgeted 
1977-78.................................................................................... $65,236 
1978-79.................................................................................... 119,066 
1979-80.................................................................................... 123,666 

Expended 
$52,429 
59,245 

-69,953 

Percent of 
Budget Spent 

80.4% 
49.8 
56.6 
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Expenditures for out-of-state travel are intended to enable the department to 
communicate with other states and the federal government regarding income 
maintenance and social services programs. The department has not yet identified 
specific trips planned for 1981-82. As a result, DSS has estimated its budget,year 
travel needs by increasing its 1980-81 budgeted amount ($100,714) by 7 percent 
and adding the anticipated cost of travel for new positions. 

Given historical trends, our analysis indicates that a more reasonable methodolo
gy to estimate budget year needs is to (1)· utilize the department's 1979-80 expend
iture level, increased by 7 percent annually; as allowed by the Department of 
Finance's budget instructions and (2) add the cost of travel for new positions. This 
results in a 1981-82 out-of-state travel requirement of $88,692. To reflect actual 
experience, we therefore recommend a reduction of $27,675 ($14,667 General 
Fund and $13,008 federal funds). 

Equipment Request Unjustified 
We recommend a reduction in the funds proposed for unjustified new an. ( replacement 

equipment, for a reduction of$22O,312 consistingof$101,344 from the General Fund, $107,953 
in federal funds, and $11,015 in reimbursements. 

The budget requests $803,486 for purchase of major equipment, such as type
writers, tape recorders, and automobiles in 1981-82 .. Of this amount, $160,681 is 
proposed to replace equipment that is no longer functional due to age or excessive 
wear. An additional $582,599 is proposed for purchase of new major equipment. 
Table 8 summarizes the department's request. 

Table 8 
Department of Social Services 
Request for Major Equipment 

1981-82 

New equipment ............................ , ........................................................................... ; ........................... .. 
Replacement equipment ............................................................................................... ; ..................... . 
Seven percent price increase ............................................. , ............................................................... . 
Equipment for proposed new positions ........................................................................................... . 

Total request .................................................................................................................. , .............. , ..... . 

$582,599 
160,681 
52,030 
8,176 

$803,486 

Unjustified Items. Our analysis indicates that the need for several items in
cluded in the 1981-82 equipment request has riot been established. Table 9 summa
rizes these items and the dollar amounts associated with each. A discussion of each 
component follows. 

Category 

Table 9 
Department of Social Services 

Equipment Reductions Recommended by Legislative Analyst 

Typewriters (276) ............................................................................................. ; ............. , ..................... . 
Replacement calculators (63) ............................................................................................................. . 
Pickup truck with camper shell (1) ............................................................................................ , .... .. 
Other items ............................................................................................................................................ .. 

Total .................................................................................................................................................... .. 

Amount 
$167,530 

16,632 
10,000 
26,150 

$220,312 

Typewriters. The department's request includes 209 replacement typewriters 
and 67 new ones, for a total request of 276 machines. The State Administrative 
Manual allows typewriters to be replaced after 10 years of use or when excessive 
wear is exhibited. Our review of the department's property inventory (exclusive 
of the Disability Evaluation Division) indicates that, as of December 1980, the 
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department has 522 typewriters which were acquired after June 30, 1972. Of this 
total, the department has 72 typewriters which are not assigned to particular units. 

During 1980-81, the Department of Social Services has 434.2 authorized full-time 
clerical positions (exclusive of the Disability Evaluation Division) . For the budget 
year, the department is proposing an additional 36.5 clerical positions for a total 
of 470.7 positions. Based on these data, we conclude that the department currently 
possesses 51 more typewriters less than 10 years old than it has full-time clerical 
staff to operate them. Our analysis also indicates the department may purchase 
additional typewriters for special needs with $21,445 appropriated in the 1980 
Budget Act for typewriter purchases. Therefore, we cannot establish the need for 
additional typewriters and recon.'Unend that no funds for this purpose be appro
priated in 1981-82 for a reduction of $167,530. 

Replacement Calculators. The Department of Social Services' criteria for re
placement of calculators is 10 years' use. The department's property inventory 
indicates that 73 calculators were acquired prior to June 30, 1972. Using the depart
ment's own standard, its request for 136 replacement calculators should be re
duced by 63. The average cost of the replacement calculators requested is $264. 
Therefore, we recommend a reduction of $16,632 for calculator replacement. 

Pickup Truck. Information provided by the department has not included spe
cific . justification for pUrchase of a new pickup truck listed in the equipment 
request. The department currently possesses three pickup trucks and two vans; In 
addition, the 1980 Budget Act provided $14,000 for two new pickup trucks. As of 
December 1980, neither of these trucks was in the department's property inven
tory. Without specific detailed justification of the need for an additional vehicle 
and assurance that funds budgeted for vehicles in 198Q.,.81 will be expended for this 
purpose, we recomnlend that additional funds be deleted for the proposed pickup 
truck. 

Other Items. Our review also has identified the following items in the depart
ment's 1981-82 request which duplicate equipment either requested in the cur
rent year or already available to the department: (1) a $1,300 calculator for the 
Affirmative Action Office, and (2) several items of microfilm equipment for the 
Community Care Licensing Division ($24,850). In view of this duplication, we 
recommend a reduction of $26,150. .. 

Recommendation. Based on our review of the department's equipment sched
ule, we recommend a reduction of $220,312, consistiIlgof $101,344 from the Gen
eral Fund, $107,953 in federal funds, and $11,015 in reimbursements. The 
recommended reduction will leave the department with a budget for major equip
ment totaling $583,174, or 33.4 percent more than actual 1979-80 expenditures. 

Attorney Gen.eral Legal Services 
We withhold recommendation on $2,542,973 proposed to reimburse the Attomey General 

for legal services, pending reconciliation by the Department of Finance of conflicting esti
mates of the anticipated cost for such services in 1981-82. 

Our analysis has identified a discrepancy between the amount of legal services 
which the department is budgeted to obtain from the Attorney General and the 
amount oflegal services which the Attorney General is budgeted to provide. While 
DSS proposes $2,542,973 for this purpose, we can identify only $2,286,146 in services 
in the Department of Justice's budget for DSS. For example, DSS proposes to 
expend $683,709 of the total $2,542,973 proposed to reimburse the Attorney Gen~ 
eral, for services related to (1) categorical aid, (2) cases related to the legal 
separation of children from their parents' custody so that adoption may occur, and 
(3) litigation involving residential care facilities. The Department of Justice indi
cates that 8,688 hours, or approximately $427,884 worth of attorney services, will 
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be provided to the Department of Social Services for these three activities. To the 
extent that this discrepancy cannot be explained by anticipated workload, the 
department may be overbudgeting for Attorney General services. 

We have identified similar inconsistencies in other departments' budgets and 
have requested that the Department of Finance reconcile these discrepancies by 
April 1, 1981. This request is discussed is our analysis of the Department of Justice's 
budget (Item 082-001-(01). We therefore withhold recommendation on $2,542,973 
($1,169,768 General Fund, $1,246,057 in federal funds and $127,148 in reimburse
ments) proposed for Attorney General services until we can evaluate the depart
ment's proposed expenditures in light of the reconciled data from the Department 
of Finance. 

Salary Savings Underestimated 
We recommend salary savings be increased to reflect recent experience, for a reduction of 

$2,035,805($855,038 General Fund, $1,09!J,334 federal funds, and $81,433reimbursements). 

When budgeting for salaries and wages, agencies are required to recognize that 
salary levels will fluctuate and that not all authorized positions will be filled 
throughout the budget year. Savings in the cost of salaries and wages occur due 
to vacant positions, leaves of absences, delays in the filling or establishment of 
positions, turnover, and refilling positions at a lower salary than initially budgeted. 
To prevent overbudgeting, the State Administrative Manual requires each agency 
to include an estimate of salary savings as a percentage reduction to the gross 
salaries and wages request. The State Administrative Manual further requires that 
"the amount of savings should be estimated on the basis of the past year experience 
in administering the departmental hiring plan." 

The Department of Social Services has budgeted $4,409,805, or 6.0 percent of 
salaries and wages, as salary savings in 1981-82. The department advises that this 
estimate is based on (1) 5 percent of 1981-82 base salaries and wages, (2) 10 
percent of salaries and wages for some proposed new positions, and (3) adjust
ment~ to specific position requests to reflect anticipated vacancies. This estimate, 
however, does not reflect the actual experience of the department, as shown in 
Table 10. 

1977-78 ............ .. 
1978-79 ............. . 
1979-80 ............ .. 

Table 10 
Department of Social Services Salary Savings 

1977.;..78 to 1979-80 

Total Salaries 
and Wages 

Estimated at 
Midyear 

$50,623,218 
50,327,527 
58,930,392 

Estimated Salary 
Savings 

Amount Percent 

$2,125,682 4.2% 
1,270,982 2.5 
2,998,047 5.2 

Actual Total 
Salaries and 

Wages 

$46,704,976 
46,369,028 
53,733,434 

Actual Salary 
Savings" 

Amount Percent 
$3,918,242 . 7.7% 
3,958,499 7.9 
5,196,958 8.8 

" Difference between total salaries and wages estimated at midyear and actual salaries and wages expend
ed. 

Table 10 shows that the actual salary savings rate has exceeded the estimated 
rate in each of the last three years. Moreover, the actual salary savings rates shown 
in Table 10 may understate the true amount of salary savings realized because they 
do not reflect salary savings that may have been used by the department to (1) 
establish unbudgeted positions administratively, or (2) allocate more funds to 
temporary help blankets than budgeted. 

The average actual unspent salary savings percentage experienced by the De
partment of Social Services during the period 1977-78 to 197!Wro was 8.14 percent. 
Applying this average to the proposed salary and wages for 1981-82 results in an 
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estimate of salary savings for 1981-82 of $6,089,585. This amount is $1,591,526 higher 
than the $4,498;059 proposed by the department. 

Because staff benefits are budgeted on the basis of authorized expenditures for 
salaries and wages the cost of these benefits will be overbudgeted to the extent 
salary savings are underbudgeted. To correct for this, we. recommend a corre
sponding reduction in staff benefits, for an additional reduction of $444,279. 

In order to reflect salary savings that are more in line with the department's 
actual experience,. we recommend a total reduction of $2,035,805. This amount 
consists of $855,038 from the General Fund, $1,099,334 in federal funds, and $81,433 
in reimbursements. 

Use Unscheduled Reimbursements to Reduce General Fund Costs 
We recomlnend adoption of Budget Bill language requiring that General Fund ~upport 

for this item be reduced by.the amount of unscheduled reimbursements received by the 
department. 

The budget shows that the department will receive reimbursements totaling 
$5,893,542 in 1981-82~ Most of the estimated reimbursements are. from other state 
departments and agencies for services provided during the year. For example, the 
department .estimates that it will receive $3,316,113 from the Department of 
Health Services for performing disability evaluations. . 

Our analysis indicates that reimbursements for the department may be undere
stimated for 1981-82. Our review of the department's budget documents found 
that· histOrically the department has received reimbursements from various 
sources which were not schedUled in the budget. These reimbursements totaled 
$138,135 in 197~79 and $151,413 in 1979-80. During the first five months of 1980-81, 
the department had received unschedUled reimbursements totaliiJ.g $44,038. If this 
trend continues throughout theremaixlder of the year, the amount: of unschedUled 
reimbursements in 1980-81 woUld total $105,691. . 

In developing the 1981-82 budget, the department did not build in an estimate 
for unschedUled reimbursements. The department maintains it cannot accurately 
estimate the amount of these reimbursements because the source of the reim

. bursements varies annually. 
To the extent unschedUled reimbursements are received in the budget year, the 

department will be overbudgeted. Therefore, we recommend that Budget Bill 
language be adopted to require that the department's General Fu,nd appropria
tion be reduced by the amount of unschedUled reimbursements received in 1981-
$2. We recommend adoption of the follOwing language: 
i"Provided further, that funds appropriated by this item shall be reduced by the 
: Department of Finance by the amount of unschedUled· reimbursements made 
.. available for the purpose of this item." 

DATA PROCESSING 

Health and Welfare Agency Consolidated Data Center 
'i We recommend Mat funds budgeted for the reimbursement of the Health . and Welfare 
IJgency Data Center be reduced to· a. level consistent with· past expimditures to prevent 
fverbudgeting,for .a. savings of $342,950, consisting of $188,623 from the General Fund, 
$150,898 in federal funds, and $3,429 in reimbursements. 
i The Governor's Budget includes $2,606,035 for reimbursements to consolidated 
;data centers from the Department of Social Services for various data processing 
: services. Of this amount, $1,053,950 is proposed to reimburse the Health and 
. Welfare Data Center (HWDC) for data processing services related to the ongoing 
• activities of the department. 
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Reimbursement of HWDC for Ongoing Activities. The proposed $1,053,950 for 
ongoing departmental activities is $218,950, or 26.2 percent, above the $835,000 
included in the 1980 Budget Act for reimbursements to HWDC. The Department 
of Social Services anticipates that current year costs will total $909,000, or $74,000 
above the amount budgeted for this activity. 

The Supplemental Report ofthe1980 Budget Act requires us to review the use 
of the HWDC by the Department of Social Services. In reviewing the information 
provided to us by the department, we encountered two' problems. First, the 
backup information is not consistent with the budget. For example, in response to 
arequestforthe costs of computer services activities planned to he conducted by 
HWDC for DSS during1981-82, the department provided uswith a list of activities 
with costs exceeding the $1,053,950 proposed for these activities. As a result, we 

. are not able to reconcile these anticipated costs with the proposed budget or with 
actual 1979-80 costs for these activities. Second, the inforII\ation provided by the 
departmentis not complete. At the time this analysis was written, the department 
was unable to provide us with a comprehensive data processing plan, as reqUired 
by the State Administrative Manual, for the budget year or subsequent years. The 
department advises, however, that such a plan will be developed by February 
1981. . 

For these reasons; our review of the information provided to us by the depart
ment does not enable us to. determine the department's need for fwids to reim~ 
burse HWDC during the budget year. Instead, we have had to· rely on past 
expenditure patterns in order to determine DSS's need forfwids to reimburse 
HWDC for data processmg services. Table 11 shows that (1) actual expenditures 
reported by the State Controller and HWDC from 1977 .... 78to 1979-80 are less than 
the past year actual expenditures reported by the Department of Social Services 
in the budget and .(2) actual expenditures during the three-year period averaged 
86 percent of budgeted fwids. 
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Table 11 
Department ot Social Services 

Expenditures for Ongoing Services 

Item 518 

From the Health and Welfare Agency Conso~idated Data Center 
1977-78 to 1980-81 

1977-78 ....................................................... . 
1978-79 ....................................................... . 
1979-80 ....................................................... . 
1980-81. ...................................................... . 

Budgeted 
Funds 
$251,993 
728,222 
BOO,OOO 
831'i,OOO 

Expttnditures 
Reported by 

DSS 
$251,993 
724,000 
BOO,OOO 
909,000" 

Percent of 
Actual Budgeted Funds 

Expenditures Actually Spent 
$202,994 80.5% 
107,281 97.1 
651,723 81.5 

a Estimate by Department of SoCial Services. Budgeted funds have been increased to this amount through 
'a midyear adjustment of $74,000. 

Price Increase Inappropriate. The department proposes expenditures of 
$1,053,950 in 1981--82 consisting of $985,000, identified as a base amount, plus $68,-
950' for a 7 percent price increase. The department has not provided information 
identifying the need for a $76,000 increase in its base amount over estimated 
1980-81 expenditures of $909,000. In addition, the Director of HWDC advises that 
a general price increase is not planned for the budget year. Therefore, we have 
no basis to recommend the proposed increases of $144,950 for reimbursements to 
HWDC. 

Current Year Reimbursements Overestimated The department has consistent
ly overestimated anticipated expenditures for HWDC services. The DSS' projec
tion of $909,000 for 1980-81 appears excessive because (1) actual expenditures for 
the first five months of 1980-81 were $20,000, or 7 percent below the DSS projected 
total for this period and (2) the DSS projection of reimbursements in the last six 
months of 1980-81 includes two months with estimated reimbursements exceeding 
$100,000. Reimbursements to HWDC exceeded $100,000 in only one out of 24 
months during 1978-79 and 1979--80. The average monthly reimbursement over 
the period July 1978 to November 1980 was $56,771. 

Our analysis of monthly reimbursements to HWDC from DSS indicates that 
reimbursements are higher in the last two months than in the first 10 months of 
the year. In order to project anticipated reimbursements for the last seven months 
of 1980-81, we projected each month separately based on actual expenditures 
during that month in 1978-79 and 1979--80. Based on this methodology, we project 
actual 1980-81 expenditures will be $711,000 rather than $909,000 anticipated by 
the department. 

Recommendation. Based on (1) a consistent pattern of overbudgeting, (2) a 
lack of detailed information regarding budget year expenditure plans, and (3) our 
estimate that actual expenditures in the current year are likely to be less than the 
amount budgeted, we conclude that the department has overbudgeted its need 
for funds to reimburse HWDC. Because we have no analytical basis for projecting 
an increase in data processing costs during the budget year, we recommend that 
the amount budgeted for these costs be maintained at what we estimate to be the 
current year level ($711,000), for a reduction of $342,950 ($188,623 General Fund, 
$150,898 federal funds, and $3,429 reimbursements). 
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, Data, Processing Overbudgeted 
We recommend deletion of funds budgeted for expiring contracts, fora reduction. of 

$233,683 consisting of $128,526 from the General Fund, $102,820 in federal funds, and $2,337 
reimbursements because existing departmental resources are adequate to meet workload 

In addition to the $2,606,035 requested for data processing services, to be pro
vided by the consolidated data centers, the budget proposes $283,446, all funds, for 
other data processing services to be supplied to the department in 1981-82. Ac
cording to the State Administrative Manual, expenditures funded through the data 
processing category of operating expenses and equipment may include data proc
essing personnel, equipment, supplies, and reimbursements to state agencies other 
than the consolidated data centers. 

Historically, the Department of Social Services has used this funding category 
primarily to support interagency agreemen~s and contracts With private data 
processing firms. During the three~year period 1978-79 to 1980-81, contracts With 
two ,private firms, account for 56 percent of total data processing expen,ditures. 
Both of these firms provided the department With programming assistance for 
specific time-limited projects. Both contracts Will expire during 1980-81. 

Our analysis indicates that' the budget requests an excessive amount for data 
processing, for the folloWing reasons: First, two expiring contracts for program
mingservices are built into the request. Given the proposed addition of 10 pro
grammer staff in 1981-82 to the 15 existing positions in the department, existing 
departmental resources appear to be adequate and appropriate to handle the 
programming needs of the department. Second, information supplied by the de
partment indicates that the data processing reqtie'st for supplies and equipment 
($124,491) exceeds 1979-80 actual expenditures ($5,576) for this purpose by more 
than 2,000 percent. 

Accordingly, we recommend that the amount budgeted for data procssing in 
1981-82 be based on actual 1979-80 expenditures; less the cost of the two expiring 
contracts ($145,009 - $103,125= $41,884). This amount should be increased by '1 
percent for both 1980-81 and 1981-82 to include allowable price increaes ($41,-
884 X 1.07 X 1.07 = $49,762). On this basis, werecommend a reduction of$233,683 
in data processingfunds consisting of $128,526 from the General Fund, $102,820 in 
federal funds, and/$2,337 in reimbursements. 

Additional Data Processing Positions 
We recommend adoption of Budget Bill language which requires that, before nineposi

tions in' the Data Processing Bureau, are continued beyond December 31, 1981, the Depart
ment of Finance notify the Legislature and document the savings resulting from 
implementing new electronic data processing systems. ' , 

The budget proposes $177,076 for 10 additional positions in the Data Processing 
Bureau. Nine of the positions will'develop and implement new electronic data 
processing (EDP) systems to support departmental programs, and Will be limited 
to June ,30, 1982. 

The budget includes only six months funding for the nine positions. Any funding 
for the positions beyond December 31, 1981, Will have to ,come from savings 
resulting from the implementation of new EDP systems by the department. 

We believe the Legislature should be notified of the savings Used to continue 
the p()sitionsbeyond December 31, 1981. Therefore, we recommend the adoption 
of the following Budget Billianguage requiring that, prior to continuing the nine 
EDP positions the Director of Finance document the savings resulting from new 
EDP systems: 

"Provided that authorization for expenditures to continue, nine new data'proc
essing positions beyond December 31, 1981 shall become effective no sooner 
than 30 days after notification in writing by the Director of Finance to the Joint 
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Legislative Budget Committee documenting (1) the amount of savings 
achieved by the department, (2) the new data processing systems which gener
ated the saVings, and (3) how the new data processing systems produced the 
savings." 

Temporary Help Funds to Train Computer Programmers 
We recommend a reduction of$119,232 ($65,578 General Fund and $53,654 federal funds) 

budgeted in temporilry help funds to provide training to computer programmers because the 
proposal represents a piecemeal and fragmented approach to a statewide problem. 

The budget proposes $119,232 in temporary help funds· to provide training to 
entry level computer progranimers during 1981-82. The department plans to 
establish twosix-month training periods because it is experiencing difficulties in 
recruiting and retaining skilled electronic data processing (EDP) personnel. Eight 
programniers would be trained during each six"month training session. The de
partment proposes t() fund the training program from anticipated salary saVings 
resulting from vacancies in the Data Processing Bureau during the budget year. 

We have the f()llowing concerns with the department's proposal: 
FirSt, the department's proposal attempts to address what is a statewide problem 

on a piecemeal basis. Most stale agencies are currently experiencing difficulties 
in recruiting and retaining qualified EDP personnel. In order to address this and 
other statewide EDP issues, the Director of Finance created the California Infor
mationTechnology Advisory Board (CITAB) in May 1980. As a result of CITAB's 
review,thefo1l6wingactions are being taken to deal with the problem ofrecruit
ing EDP·personnel for state government: (a) testing to fill programmer positions 
will be done on an open and continuous basis, (b) modifications are .being made 
in the recruitment process to minimize delays in hiring personnel, (c) a survey 
is being taken to determine the comparability of state and private sector salaries 
for EDP personnel and (d) the appropriate ratio of EDP supervisors to staff is 
being reviewed. The approach to the shortage of EDP personnel proposed by the 
department also warrants consideration by CITAB. 

SeCond, it would provide the Depiutinent of Social Services with a recruiting 
procedure unavailable to other departments. It is our understanding that other 
departments of comparable size have ri()t been provided funds through temporary 
help to meet their EDP training needs, 

Third, if a training program For entry level programmers is needed, it should be 
operated oli a statewide,1ather than departmenta/, basis. Departmerits should 
use the state EDP education program in the Department of General Services to 
meet their training needs in this area. Otherwise, each department will develop 
duplicative training programs which will result in additional General Fund costs. 

Fourth, the proposal does not reflect sound budgeting policy. Departments 
sh()uld not fund training programs by increasing temporary help !unds in anticipa
tion that excess salary savings will occur. 

For these reasons, we recommend deletion of the $119,232 budgeted in tempo
raryhelp to train computer programmers. 

Foster Care Management Information System 
We Withhold recommendation on $500,()()() in federal funds proposed fora contract with 

a privstevendor to develop and implement an automated foster care management informa
tion system until information required by the State Administrative Manual has been submit
ted to the Legislature •. 

The budget proposes the expenditure of $500,000 in federal funds for the devel
opment and implementation of an automated foster care information system dur
ing 1981-82.· This system. will comply with the requirements of the Federal 
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Adoption Assistance and Child Welfare Act of 1980. (We discuss the act in more 
detail later in this analysis.) Supporting material also states that $250,000 in federal 
funds will be spent for this purpose during the current year. At the time this 
analysis was prepared, the Legislature had not received notification that the de
partment had been authorized to expend these unbudgeted federal funds. 

Our analysis of this proposal notes the following deficiencies: 
Required Feasibility Study Report Not Prepared The State Administrative 

Manual requires departments to prepare a feasibility study report (FSR) on major 
data processing activities. Without such a report, the Legislature is unable to 
determine what alternatives were considered for the development of the 
proposed system and why a private contractor is preferable to state data process
ing resources. In addition, the Legislature has no basis upon which to assess the 
progress of such a system without the time schedule routinely included in a feasi
bility study report. The department advises that a feasibility study report on this 
system will be developed and approved by the state Office of Information Tech
nology by February 9, 1981. (This appears to be an unusually short turn-around 
time for an FSR.) 

Proposal Not Coordinated with Other Requirements· of Federal Law. The 
Adoption Assistance and Child Welfare Act of 1980 (PL96-272) allows the state 
to obtain additional federal funds if specific management information system 
components are implemented in conjunction with a series of other requirements. 
The· proposed management information system, . by itself, will not fulfill federal 
requirements for additional funding. For example, the inventory of children in 
foster care required by Chapter 1229, Statutes of 1980, must be conducted in close 
coordination with the development of the federally mandated managementinfor
mation system if additional federal funds are to be obtained. 

Because a feasibility study report has not been prepared and because there is 
no specific estimate of the costs of this system, we withhold recommendation on 
this proposal. We recommend that the Department of Soc.ial Services· submit to 
the Legislature, prior to budget hearings, a feasibility study report as required by 
Section 4920 et. seq., of the State Administrative Manual, which includes (1) an 
analysis of the information requirements necessary to meet state and federal 
objectives, (2) a description of the problems that must be overcome to meet these 
.requirements, (3) an analysis of each of the alternatives available, including (a) 
utilization of existing reporting formats and systems and (b) development of a new 
information system using state-owned resources, (4) a detailed cost estimate for 
each of the alternatives (!onsidered, (5) a discussion of why the chosen alternative 
was selected, (6) a detailed implementationplan,and (7) an analysis of how the 
proposed system will interface with (a) the Statewide Public Assistance Network 
and (b) other requirements of PL 96-272. 

STATEWIDE PUBLIC ASSISTANCE NETWORK PROJECT 
AB 8 requires the Department· of Social Services to implement a·centralized 

delivery system (CDS) in all counties by July 1, 1984. The system, which is known 
as the Statewide Public Assistance Network (SPAN) project, will assist in the 
delivery of benefits to participants in the following programs: Aid to Families with 
Dependent Children (AFDC); Food Stamps; Medi-Cal; Aid for the Adoption of 
Children; Special Adult Programs,. and to the extent feasible, Social Services and 
Child Support Enforcement. 

Table 12 shows the number of positions and expenditures committed to the 
SPAN project during the past, current, and budget years. The budget proposes 140 
positions and total expenditures of $6,333,820 for the SPAN project in 1981-82. Of 
this amount, General Fund expenditures are proposed at $2,420,442,. an increase 
of $425,478, or 2l.3 percent; over estimated current year expenditures .. 
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Table 12 
SPAN Project Positions and Expenditures 

1979-80 to 1981-32 

Positions-Location by Division ...................................... . 
Centralized Delivery System ................................... . 
Welfare Program Operations ................................. ... 
Adult and Family Services ....................................... . 
AdminiStration .............................................................. . 
Medi-Cal ......................................................................... . 

Total Expenditures ....................................... : ................. . 

General Fund ............................................•................... 
Federal/unds .......................................................... 0 .... . 

Actual 
1979-80 

41.8 

(36.2) 
(3.9) 

(1.7) 
$1,454,275 

758,201 
696,074 

Estimated 
1980-81 

136.5 
(107.0) 
(24.0) 
(3:0) 
(2.5) 

$4,158,281 

1,994,964 
2,163,317 
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Proposed 
1981-82 

140 
(113.0) 
(21.5) 
(2.0) 
(3.5) 

$6,333,820 

2,420,442 
3,913,378 

Of the 140 positions proposed for 1981-82, 128.5 were authorized previously by 
the Legislature. The department proposes to continue these positions in the 
budget year and to add 11.5 new positions. Of the 140 positions proposed for the 
SPAN project in 1981-82,47 are permanent and 93 are litnited term. 

E:ffective October 1980, the federal share of costs for developing the food stamp 
portion of the project increased from 50 percent to 75 percent. The department 
lmticipates that the federal share of costs for developing the AFDC component 
will increase from 50 percent to 90 percent, beginning July 1, 1981, pursuant to PL 
96-265. That act provides for. 90 . percent federal financial· participation for the 
planning, design, development and installation .of a statewide EDP system for the 
AFDC· program. . 

Consultant and Professional Services Contracts 
We recommend a reduction of$22O,(J()() ($74,800 General Fund and $145,200 federal funds) 

forconsu/tant and professional services contracts because state staFF are available to perform 
these activities. 

The budget proposes $320,000 for consultant and professional services contracts 
for the SPAN project in 1981-82. (This amount excludes $60,902 proposed for an 
external· affairs manager which is discussed elsewhere.) The department is re
questing funds for (a) the design and implementation of a computer data base; (b) 
the design of a computer facilities, general systems, and a data communications 
network; and (c) assistance in adopting county or private vendor-developed soft
ware to SPAN usage. 

Based on our analysis, we recommend the following reductions: 
Double Budgeting. Our review found that the department had budgeted $40,-

000 for the same consultant and professional services in two separate budget 
proposals. Therefore, we recommend a reduction of $40,000 to correct double 
budgeting. 

State Staff AreA vailable. Our analysis indicates that the department has ade
quate personnel resources available to perform several of the functions for which 
contract funds are requested. For example, the department requested, and the 
Legislature authorized, the establishment of 107 SPAN staff for the current year. 
Of this number, 34 are computer programmers, 29 are data processing analysts and 
·16 are data processing managers. Some of these positions are organized into several 
development specialty areas, such as network, data base and general systems 
design, in which the proposed consulting services would be provided. Because the 
department already has been authorized staff to perform the activities, we recom-
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mend a reduction of $180,000 in funds budgeted for consultant and professional 
services. 

SPAN In-State Travel Overbudgeted 
We recommend a reduction of $99,(){)() ($33,660 General Fund and $65,340 federal funds) 

overbudgeted for in-state travel related to the Statewide Public Assistance Network (SPAN) 
project. 

The budget proposes an additional $198,000 for in-state travel for the SPAN 
project during 1981-82. (This amount excludes travel funds for the external affairs 
manager which is discussed elsewhere.) The components of this amount and our 
recommendations are as follows: 

1. The department is requesting $138,000 for travel related to the pilot project 
and utilization of county staff in Sacramento. Of this amount; $69,000' is for travel 
and per diem costs for state personnel to travel to pilot county sites to train county 
staff. It also includes funds for pilot county staff to travel to Sacramento. The 
remaining $69,000 is for travel costs and per diem for various county staff to travel 
to Sacramento to provide assistance to state personnel in Writing specifications, 
programming and testing the SPAN system. 

We recommend deletion of $69,000 budgeted for travel of state and county staff 
related to the SPAN project because this amount has been built into the depart
ment's budget base for1981-82. The Legislature approved approximately $99,414 
for the travel expenses of permanent SPAN staff in 1980-81. The 1981-82 budget 
includes these funds plus a 7 percent price increase, so that $106,373 -will be 
available to the department for this traveL In addition, our review of departmental 
budget documents found that the estimated cost for in-state travel was based on 
conversion activities in 10 counties during 1981-82. Discussions with departmental 
staff, however, have suggested that no more than three counties will participate 
in the pilot project. , 

2. The department is requesting $60,000 for the per diem and travel costs of 
various advisory committees which provide advice and recommendations to the 
department on the SPAN project. Actual expenditures to date for these commit
tees total $5,758. The department states that the amount of claims paid to date is 
small because a number of claims have not yet been submitted to or processed by 
the department. Based on the actual expenditure data, however, we have no basis 
upon which to recommend approval of the full $60,000. We therefore recommend 
a reduction of $30,000 budgeted for in-state travel for the various advisory commit
tees. 

SPAN Training Funds Overbudgeted 
We recommend a reduction of $40,108 ($13,637 General Fund and $26,471 federal funds) 

overbudgeted for training of various SPAN staff. -

The budget proposes an additional $54,387 for training various state staff work
ing on the SPAN project during 1981-82. The training is designed for data process
ing programmers and managers. 

Our analysis indicates that funds budgeted for training should be reduced for 
the following reasons: 

First, the amount of resources requested for training is overbudgeted to the 
extent that it does not take into account funds previously authorized by the Legis" 
lature. During hearings on the 1980 Budget Bill, the Legislature approved $37,484 
for trainingSPAN positions in 1980-81. The 1981-82 budget includes these funds, 
plus a 7 percent price increase, for a total-of $40,108. 

Second, our review of the department's justification for the additional funds 
found that several of the -proposed training programs were identical or similar to 
training programs for which the department has been provided funds in the 
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current year. 
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Third, the department has indicated that not all staff will receive training. 
Rather, training will be provided on an as-needed basis, depending on the individ
ual requirements of each staff member; 

Fourth, the department has indicated that it will make every effort to recruit 
experienced staff in order to minimize training. 

For the above reasons, we recommend a reduction of $40,108 budgeted for 
training. 

External Affairs Manager-SPAN Project 

We recommend: 
1.' Deietion of $60,902 ($20,707 General Fund and $40,195 federal funds) in Contractual 

services budgeted for an external sHain manager because county advice and recommenda
tions are available to the department. 

2. Deletion of $37,800 ($12,852 General Fund and $24,948 federal filnds) budgeted for 
travel by an external affairs manager. 

The 1980 Budget Act included funds fora staffservices manager III position for 
the External' Affairs Branch of the Centralized Delivery System Division. The 
External Affairs Branch is responsible for ensuring county input in the design and 
implementation of the SPAN project. The estimated cost of the position in 1980-81 
was $42,800; The department deleted the position, however. and contracted With 
San Diego County Department of Public Welfare for the services of one ofits 
employees. The cost of the contract in the current year is $55;365~ The department 
proposes 1981-82 expenditures totaling $98,702 ($60,902 in contractual services and 
$31,800 for travel and per diem costs) to continue the external affairs manager. 

Our analysis' suggests that the proposed expenditures for the external affairs 
manager should be deleted for the following reasons: 

1. County Input A vailable Through Advisory Committees. During the current 
fiscal year, the department has established five advisory committees representing 
the courities which provide' advice and recommendations to the department' on 
the SPAN project. The committees include·the' (1) California Welfare Directors 
Association, Management Policy Review Committee, (2) District AttorneyTech
nical Advisory Committee, (3) Data' Processors Technical Advisory Committee, 
(4) Centralized Delivery System (CDS) Advisory Council, and (5) SPAN Fiscal 
Impact Task Force. 

2. County Personnel Are Directly Involved in SPAN Development. From May 
through mid-July 1980, 15 county welfare department staff from 10 counties 
worked With state staff in Sacramento on the system/program reqUirements re
port for SPAN. During November and December 1980, two county staff personnel 
worked With the state SPAN Design Team. Finally, the department has indicated 
that atleast six county staff will be located in Sacramento and will work With state 
staff during 1981-82 on various aspects of SPAN development. 

Because the department will have access to extensive county advice and recom
mendations on the SPAN project through advisory committees and county staff 
located in Sacramento, we do not find a need for an external affairs manager and 
recommend that funds budgeted for this position be deleted. 

SPAN Feasibility Study Report (FSR) 
We recommend that the department submit a report to the Legislature by May 1, 1981 

which identifies county recommendations concerning the feasibility study report and the 
departments response to, the recommendations. ' 

The department.has scheduled release of the feasibility study report (FSR) on 
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the SPAN project for January 31,1981, In addition, the department is scheduled 
to issue a supplemental report on May 1, 1981, which identifies the fiscal impact 
of SPAN on a county-by-cotinty basis. . 

The department states that it Will hold three one-day workshops throughout the 
state duriri.g February 1981 in order to obtain comments and recommendations on 
the feasibility study. In order that the Legislature may monitor the development 
of the system, we recommend that the department submit a report to the Legisla
ture by May 1, 1981 listing the recommendations of counties concerning ·the feasi
bility study and the department's response. 

SPAN PiiotProjed 
We withhold recommendation on $1,676,617 ($561,645 General Fund, $899,730 federal 

'. funds and $215,242 reimbursements) budgeted for the SPAN pilot project and other develop
mental activities, pending receipt of the feasibility study and a report describing the proposed 
operation of the pDot project. 

The budget proposes $1,676,617 for personal services and equipment for opera
tion of the pilot project and other SPAN-related development activities. Of this 
amount, $196,000 is for computer equipment, $429,977 is for personnel, and $310,-
000 is for an interagency agreement with the Health and Welfare Agency Con
solidated Data Center. The personnel costs are for 19 computer operators and 6 
data processing staff. 

The department has scheduled field testing of the SPAN system, in selected pilot 
counties, starting in October 1981, The pilot test will last 15 months, until January 
1, 1983. During this period, state and county staff will test the functions to be 
performed by SPAN, and train county eligibility and social worker staff in SPAN 
procedures. To date, 16 counties have volunteered to participate in the pilot 
project. The department indicates that the pilot counties will· be selected by 
mid-February 1981, 

We withhold recommendation on funds budgeted for the pilot project and 
SPAN development activities pending receipt of the feasibility study report and 
a document describing the pilot project. 

1, The Feasibility Study Report (FSR) Has Not Been Issued. The State Ad
ministrative Manual (SAM) and Control Section 4 of the Budget Act require that 
a feasibility study report be prepared prior to the expenditure of funds for EDP 
projects of this magnitude. SAM requires the report to (1) define the requirements 
of the system being examined, (2) identify· alternative ways of meeting those 
requirements, including acost/benefit analysis, and (3) identify an implementa
tion schedule for the proposed solution. 

The department had not issued the feasibility study for the SPAN project at the 
time this analysis was written. The FSR is scheduled to be released on January 31, 
1981, Until we have reviewed the proposed alternatives and implementation 
schedule contained in the FSR, we are unable to determine the number of person
nel and computer equipment necessary for developmental activities related to 
SPAN, including the pilot project. 

2 .. The Legislature Needs a Document Describing the Pilot Project. The de
partment has not· yet issued a document describing the operation of the pilot 
project. So that the Legislature can evaluate the department's request, we recom
mend that the department submit a report to the Legislature by April 1, 1981, 
describing the proposed pilot project. The report should contain the following: (1) . 
an identification of the pilot counties; (2) an implementation schedule, (3) a 
description of the sequence in which functions will be assumed by the pUot coun
ties, (for example, will the system be completely installed in one county before it 
is implemented in a second pilot county, or will one function be implementedin 
the. m:st county and then put: in place in a second county?), (4) quantifiable 

34-81685 
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performance criteria for evaluating the pilot, (5) a statement as to whether the 
pilot counties will be held harmless for AFDC error rates and if so, how such a hold 
harmless provision will be administered and (6) a statement as to whether the 
pilot counties will be held harmless for administrative costs under the depart
ment's cost control plan and if so, how such a hold harmless provision will be 
administered. 

REFUGEE PROGRAMS 
The Federal Comprehensive Refugee Act of 1980 (PL 96-212) was enacted in 

March 1980. This law (1) establishes annual quotas for refugee resettlement in the 
nation, (2) imposes, effective April 1981, a three-year limit on 100 percent federal 
funding for the cost of providing special refugee cash assistance to individual 
refugees, (3) requires the states to submit plans for the provision of cash assistance 
and services to refugees, (4) expands the scope of the refugee program to include 
services to individuals from all nations, provided they meet specified criteria, and 
(5) authorizes a specific dollar limitation on federal support for social services to 
refugees. The Department· of Social Services is the state agency designated to 
receive federal funds for the administration of social services and cash assistance 
to refugees. 

Refugees in Colifornio 
The federal government has. established national quotas on the number of re

fugees entering the United States. The quota for federal fiscal year 1981 is 217,000; 
Estimating the refugee population in California is extremely difficult because 

(1) it is difficult to track refugees who move from one state to another, and (2) 
there is a general lack of information at the federal level regarding the number 
of refugees assigned to specific states. If present trends continue, however, a large 
number of these new refugees will settle in California. 

According to the Population Research Unit of the Department of Finance, 
apprOximately 153,000 Indochinese refugees residedin California in October 1980, 
an increase of 55,000 over the estimated 98,000 in the state in December 1979. 
Based on the Department of Finance estimate and the total number of Indo
chinese refugees in the nation, it would appear that apprOximately 35 percent of 
all Indochinese refugees in the country reside in California. 

In addition to Indochinese refugees, California has experienced influxes of re
fugees from Cuba and other nations. The state has also begun to experience an 
immigration of Cuban/Haitian entrants who have not been granted legal refugee 
status under the Comprehensive Refugee Act of 1980. Because these individuals 
have not been declared refugees, they are not entitled to the benefits outlined by 
the act for other new arrivals. Cuban/Haitian entrants may, however, receive 
similar assistance under the provisions of the federal Refugee Education Assistance 
Act of 1980. The federal Department of Health and Human Services reports that 
4,700 Cuban refugees have been settled in California during 1980. Reliable esti
mates of the numbers of other refugees and Cuban/Haitian entrants in the state 
have not been developed. 

Refugee Assistonce Programs Administered by DSS 
Pursuant to. PL 96-212, California provides cash assistance, medical assistance, 

and social services to refugees. The Department of Social Services supervises the 
provision of cash assistance. DSS also administers the delivery of social services 
programs for refugees through (1) interagency and purchase-of-service agree
ments and (2) allocations to county welfare departments. 

The Department of Social Services estimates 109,580 and 152,297 refugees will 
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receive cash assistance during 1980-81 and 1981-82, respectively. The estimated 
1980-81 caseload is an increase of 55,013 persons, or 100.8 percent, over the actual 
1979-80 caseload. This anticipated increase is due to (1) expansion of the refugee 
assistance program to include refugees of other nationalities, and (2) continued 
influx of Indochinese refugees at the rate of 14,000 per month nationwide. Table 
13 displays the estimated caseloads from 1979-80 to 1981-82 for each cash assistance 
program. 

Table 13 
California Refugee Resettlement Program 

Estimated Average Monthly Cash Assistance Caseload 
1979-80 to 1980-81· 

Actual Estimated 
197!J...8()b 1980-81 

AFDC .................................................................................................... 29,564 61,164 
SSI I SSP ................................................................................................ 2,395 4,566 
Nonfederal AFDC C •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 370 
Refugee cash assistance .................................................................... 22,608 41,614 
General relief ................................................................. ; ................... . 
Off aid d ............................................................................................... . 

1,866 
(1,706) 

Total Cash Assistance .................................................................... 54,567 109,580 

Estimated 
1981-82 

85,540 
6,452 

388 
57,772 
2,145 

(2,259) 

152,297 

• Source: Department of Social Services. No caseload estimates are available for the number of refugees 
receiving social services from private contractors and county welfare departments. 

b 1979-80 data include Indochinese refugees only. 
C These individuals do not meet federal eligibility requirements for the AFDC program but are eligible 

for the state-only program. In 1979-80 all refugees were eligible for federal refugee cash assistance, 
and thus none received state-only AFDC. 

d This category includes individuals who, after three years in the country, are not eligible for cash 
assistance on the basis of income and are therefore terminated from aid. This provision of federal law 
was not effective in 1979-80. 

Fiscal Impact 
As a result of PL96-212, a greater number of individuals are eligible for refugee 

services and cash assistance. In addition, because of the three-year limitation on 
individual eligibility for refugee cash assistance, a steadly increasing portion of 
these refugees will no longer be eligibile for income maintenance aid which has 
been 100 percent federally funded. Some of these individuals will become eligible 
for and receive aid through state and local cash assistance programs, while others 
will no longer receive any cash assistance. Table 14 shows the estimated expendi
tures required for cash assistance and social services to refugees in 1980-81 and 
1981-82. 

Refugee Assistance Staffing 
We recommend deletion of 19 positions proposed to adminster refugee programs because 

workload is overestimated and the new positions would duplicate functions performed by 
existing staff, for a savings of $657,041 in federal funds. 

The budget proposes $1,355,790 in federal funds to add 38.5 new positions to 
supervise the delivery of social services and cash assistance to refugees. This pro
posal includes· $161,319 to reimburse the Hea!th and W~1fare Agen~y fo~ four 
. positions in the agency's Office of Refugee Affarrs. The posltions established m the 
agency are discussed in our analysis of Item 053. 



Table 14 
California Refugee Resettlement Program' 

Estimated Expenditures-All Funds 
1980-81 and 1981-82 

(in millions) 

1980-81 1981-82 Difference 
Program Category Federal State County Total Federal State County Total Federal State County 
Local Assistance 

AFDC .................................................................................. $90.8 $4.1 $0.5 $95.4 $136.8 $9.5 $1.1 $147.4 $46.0 $5.4 $0.6 
SSI/SSP ...................... ; ....................................................... 21.7 0.7 22.4 27.7 3.3 31.0 6.0 2.6 
Refugee cash assistance .................................................. 74.9 74.9 103.0 103.0 28.1 
General relief.. ................................................................... (1.9) ~). ~) (4.7) (5.0) (0.2) (2.8) - -- --

Subtotals ........................................................................ $187.4 $4.8 $0.5 $192.7 
State Administration 

$267.5 . $12.8 $1.1 $281.4 $80.1 $8.0 $0.6 

AFDC .................................................................................. $8.4 $0.1 $0.1 $8.6 $11.8 $0.4 $0.4 $12.6 $3.4 $0.3 $0.3 
Refugee cash assistance .................................................. 8.6 8.6 10.9 10.9 2.3 

Social Services 
Contracts _ .......................................................................... 24.3 24.3 40.5 40.5 16.2 
County welfare departments .......... : ............................. 6.6 6.6 9.4 9.4 2.8 

State support ........................................................................ 2.8 2.8 3.6 3.6 0.8 
General relief.. ........ · .............................................................. (0.1) ~) ~) (0.2) ~) ~) (0.1) 

Subtotals ........................................................................ $50.7 $0.1 $0.1 $50.9 $76.2 $0.4 $0.4 $77.0 $25.5 $0.3 $0.3 
Totals ...................................................................................... $238.1 $4.9 $0.6 $243.6 $343.7 $13.2 $1.5 $358.4 $105.6 $8.3 $0.9 
• Source: Department of Social Services. Does not include the costs of medical assistance provided by the Department of Health Services. 

Total 

$52.0 
8.6 

28.1 
~) 

$88.7 

$4.0 
2.3 

16.2 
2.8 
0.8 

~) 
$26.1 

$114.8 
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Of the total DSS request, 37.5 positions would be located in the Office of Refugee 
Services, created July 1, 1980, and the remaining position is proposed for the 
Accounting and Systems Bureau. The Office of Refugee Services (ORS) consists 
of three units: management, program monitoring and fiscal monitoring. The 
Legislature authorized 26 positions in the 1980 Budget Act for refugee programs. 
ORSabsorbed 16 of the positions when it was created. The remaining 10 positions 
are assigned to other units of the department. 

Section 28 Letter. In a letter dated December 30, 1980, submitted pursuant to 
Section 28 of the 1980 Budget Act, the Director of Finance requested a waiver of 
the 30-day waiting period so that the Department of Social Services could expend 
$470,199 to establish 32 of the proposed 38.5 additional positions during the current 

\ year. 
In response to the December 30 letter, the Chairman of the Joint Legislative 

Budget Committee requested that the Director of Finance approve 11 of the 32 
proposed positions ($224,437). He recommended that the remaining 21 positions 
not be authorized at this time because of (1) inappropriate workload projections 
and (2) a concern that the Legislature should have the opportunity to review 
potential duplication between the requested positions and existing staff. 

Federal Funds Uncertain. Our analysis indicates that federal officials have not 
formally approved the specific funding level proposed for the administration of 
California's refugee resettlement program, and future federal appropriations may 
restrict the use of refugee program funds for administrative costs. In addition, the 
federal 1982 appropriation level for social services to refugees is lower than that 
anticipated by the budget. Because of this uncertainty over the amount of federal 
funds to support· the administration of this program and to fund contracts, the 
General Fund may be faced with potentially significant funding demands in future 
years. 

Additional Workload Has Not Been Justified. The budget proposes to utilize 
33 of the 64.5 new and existing positions primarily for on-site monitoring of public 
and private agencies which contract with DSS to provide social services to re
fugees. The department is proposing to continue and expand a service delivery 
network for refugees which is separate from the established network serving 
nonrefugee clients. The staffing request is based on estimates of 80 and 90 contracts 
with private agencies in 1980-81 and 1981-82, respectively. In the October 1979 to 
September 1980 contract year, approximately 40 private agencies contracted with 
DSS for this purpose. In the current contract cycle, there are 65 such agencies, 
rather than the 80 on which the budget proposal is based. 

The department advises that 99 percent of all refugees served by the resettle
ment programs reside in 15 major concentrations in the state. These refugees may 
receive services from county welfare departments, local school districts, and com
munitycolleges, in addition to the private provider agencies. Consequently, it is 
not clear that any new contracts are rieeded to provide services to refugees beyond 
the 65 provider agencies now under contract in 1980-81. Without documentation 
that 25 additional contracts (an increase of 38 percent) are needed, we must 
conclude that the staffing request is excessive. 

Excessive On-Site Visits. In addition, the proposal includes sufficient program 
monitoring staff to conduct on-site visits to each contractor every six weeks. Fed
eral guidelines for administration of refugee programs require "close monitoring 
of all aspects" of the refugee services program, but are silent on the frequency of 
visits. The state plan, which DSS submitted to the federal government in compli
ance with PL 96-212, calls for on-site program and fiscal monitoring visits at least 
quarterly. No information has been presented to justify visits on a more frequent 
basis than that identified in the state plan. Hence, we have no analytical basis to 
recommend approval of program monitoring staff in excess of the number re
quired to do the quarterly visits. 
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Monitoring of Other State Agencies. As the single state agency designated to 
receive federal funds, the Department of Social Services is ultimately responsible 
for the administration of all refugee programs. In order to carry out this responsi
bility, the Governor's proposal contains staff in DSS to monitor the activities of 
subcontractors of the Departments of Education and Mental Health. Our analysis 
indicates that. this activity is not specifically required by federal law and would 
result in duplication of effort between DSS and the respective departments. 

Duplicative Manager Positions Proposed The staffing proposal includes three 
staff services manager (SSM) II and four SSM I positions for 1981-82. More than 
30 percent of the total workload proposed for the SSM II positions involves con
ducting visits to contractors and other local organizations. Workload for the SSM 
I positions includes time to perform visits to these same organizations. Our analysis 
has identified additional duplication of effort between these positions because 
both manager classifications would review the same reports and respond to inqui
ries from contractors. 

Duplication of Existing Departmental Functions. DSS proposes that program 
management and fiscal staff would each conduct separate reviews of county wel
fare department refugee programs. Our analysis indicates, however, that staff in 
the department's Welfare Program Operations and Adult and Family Services 
Divisions will continue to review the program activities of county welfare depart
ments, including those activities involving refugees. In addition, other functions 
proposed for the new staff appear to duplicate activities currently assigned to the 
translation unit of the Planning. and Review Division. 

Existing Staff Not Utilized for Refugee Programs. In our review of existing staff 
initially authorized by the 1979 Budget Act to administer refugee programs, we 
were unable to identify the functions of one position located in the Systems and 
Policy Branch of the Adult and Family Services Division. This position should be 
utilized for refugee resettlement programs, consistent with legislative action, 
before any additional positions are authorized for this purpose. 

SPAN Positions Limited to June 30, 1982. Our review of the positions request
ed for refugee resettlement indicates that one Associate Governmental Program 
Analyst and one-half clerical position are proposed to provide program input to 
the SPAN project. Therefore, it is our understanding that these positions· are 
limited to June 30, 1982. 

Recommendation. We recommend deletion of (1) 18 proposed new positions 
($629,911) to eliminate inappropriate workload and duplication and (2) funding 
for one new position ($27,131) to allow for the redirection of staff authorized for 
refugee programs but involved in unidentified functions, for a total reduction· of 
$657,041 in federal funds. We recommend approv31 of 20.5 proposed new staff and 
$537,430 in federal funds. 

Table 15 summarizes the existing and proposed refugee program staff in the 
department and identifies the positions which our analysis indicates are justified. 
Our recommended staffing level of 45.5 total positions is based on (1) the time 
required for individual tasks, as identified in the department's proposal, and (2) 
adjustments to workload projections based on the problems identified in our re-
view. 

STAFFING LEVELS 

Fair. Hearing Officers Overbudgeted 
We recommend a deletion of nine fair hearing officers due to overbudgeting (five staff 

counsel I and four review officer II positions), for a total savings of $416,138 ($220,554 
General Fund, $158,132 federal funds and $37,452 reimbursements). 
. Background Welfare recipients have the right to appeal decisions by county 
welfare departments which they believe adversely affect their entitlements to 
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Table 15 
Summary of Position Request 
Department of Social Services 
Refugee Resettlement Program 

1981-82 

Total 
Existing Existing 

LAO 
Recom-

Legislatively- New and mended 
Authorized Positions Proposed Total 

Organization Positions Requested Positions Staff 
OlHce of Refugee Services 

Chief .................................................... 1 1 2 2 
Fiscal monitoring of contracts ........ 5 12 17 12 
Program monitoring of contracts 

and public agencies .................. 5 12 17 13 
.Management ...................................... 5 12.5 -- 17.5 8.5 

Subtotals .......................................... 16 37.5 53.5 35.5 
Other DSS Units 

Operations, assessments, and au-
dits ................................................ 3 3 3 

Statistical services .............................. 3 3 3 
Contracts .............................................. 1 1 1 
Public inquiry and response ....... ~ .. 1 1 1 

. Accountiilg and systems .................. 1 1 
Adult and family services ................ 2 2 1 --

Subtotals .......................................... 10 1 11 10 
Totals ........................................................ 26 38.5 64.5 45.5 

LAO 
Total Recom-

Recom- mended 
mended New 

Reduction Staff 

1 
-5 7 

-4 8 
-9 3.5 

-18 19.5 

1 
-1 -1 

-1 
-19 19.5 

assistance. Typically, a fair hearing is requested when a county action results in the 
denial, reduction or termination of assistance or services. The Department of 
Social Services' Office of Chief Referee is responsible for conducting administra
tive hearings to determine the fairness of decisions made by county welfare de
partments. 

The appropriate workload standard for fair hearing officers was an issue during 
legislative hearings on the department's budget for 1980-81. As a result, the Legis
lature deleted three hearing officer positions. The Legislature also adopted lane 
guage in the Supplemental Report of the 1980 Budget Act requiring the 
Department of Finance to evaluate the workload standard for fair hearing officers. 

Department of Finance Report. The Department of Finance report, submit
ted to the Legislature in December 1980, concluded that the appropriate workload 
standard for fair hearing officers was 194 cases per year. In other words, hearing 
officers should be able to hear and write an average of 194 cases annually. This 
productivity standard takes into consideration the number of hearing days, travel 
days and writing days required to produce a finished opinion, and is lower than 
the standard used in the past. The department's deputy director for legal affairs 
and the chief referee have endorsed the new workload standard. 

Staffing Requirements· in the Budget Year. The department estimates that 
7,932fair hearing cases will be heard and written in 1981-82. This is an increase 
of 153 cases above the estimated total of 7,779 for 1980-81. The number of hearing 
officers required to complete the estimated workload in 1981-82 is derived by 
dividing the estimated number of cases (7,932) by the workload standard (194). 
As a result of this calculation, the department requires 41 line hearing officers to 
meet estimated budget year workload (7,932 cases written + 194 cases per officer 
= 41 hearing officers). 

Current Staffing Level. The department states that it currently has 46 line 
hearing officer positions. Our records show, however, that the Legislature has 
authorized 50 hearing officers. The other four positions authorized by the Legisla-
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ture to perform line hearing functions have been redirected by the department 
to perform other activities. Of the four positions, two are currently supervisors. 
The remaining two positions are assigned to the central review unit which is 
responsible for reviewing proposed decisions for consistency with regulations and 
prior decisions. ' 

Consistent with the workload standard identified by the Department of Finance 
and the Department of Social Services' estimate of caseload for 1981-82, we recom
mend a staffing level of 41 hearing officers for 1981-82. This will provide the 
Department of Social Services with adequate staff to meet anticipated caseload. 
In the event that workload exceeds the department's estimate, the department 
will have ll·supervisors and 5 positions in the central review unit who occasionally 
hear cases, and can be used on a temporary basis to handle the excess . Our 
recommendation would result in the deletion of nine hearing officer positions that 
have not been justified on a workload basis. 

Food Stamp Positions 
We recommend deletion of three positions proposed in the Food Stamp Policy Coordina

tion Bureau because workload has not been documented, for a savings of $83,442 ($41,721 
General Fund and $41,721 federal funds). 

The budget proposes $83,442 from all funds to establish' three positions in the 
Food Stamp Policy Coorcliriation Bureau. The bureau analyzes and interprets 
federal law and regulations concerning the Food Stamp program. Currently, the 
bureau consists of 12 professional positions and 1 clerical position. The three 
proposed positions are requested in order to handle increased workload due to 
anticipated passage of federal legislation. 

Our analysis indicates the following: . 
1. Amount and Complexity of Workload Is Unknown. The department points 

out that during 1980, the federal government enacted 38 amendments to the Food 
Stamp Act. This resulted in increased workload for the Policy Bureau during 
1980-81. Discussions with departmental staff indicate that state regulations to 
implement the 38 amendments will be developed and promulgated during the 
current year. 

For planning purposes, the department has assumed that an additional 38 
amendments will be adopted by the federal government during 1981-82. We have 
no basis upon which to project the number of amendments which may be enacted 
by Congress in future years. The number of amendments adopted in past years, 
however, has been substantially less than 38. For example, in 1979, seven amend
ments were enacted, and in 1978 only one amendment was adopted. Furthermore, 
the complexity of the regulations, and in turn the amount of time required to write 
and implement state regulations"cannot be determined in advance of the passage 
of specific federal legislation. 

2. Food Stamp Policy Bureau Larger Than AFDC Policy Bureau. Within the 
department, the Fo()d Stamp and AFDC Policy Bureaus perform similar activities. 
Both are responsible for analyzing,interpreting and implementing federal and 
state policy for th~ir respective programs. Currently, the AFDC Policy Bureau has 
eight permanent professional positi()ns and the Food Stamp Bureau has ten perma
nent professiorial staff. Approval of the department's request for three additional 
Food Stamp Policy Bureau positions would provide that unit with a total of thir
teen permanent positions, or 63 percent more permanent staff than authorized for 
the AFDC Policy Bureau even though they perf orin similar activities. We have no 
data to indicate that the Food Stamp Policy Bureau needs 63 percent more staff 
to handle its workload than its counterpart bureau in the AFDC program . 
. For these reasons, we are unable to document the need for additional staff, and 
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recommend deletion of the proposed positions. We also note that it is not sound 
budgeting practice to establish positions in anticipation that federal legislation 
might be passed. Contingency staffing is generally. not provided to other state 
agencies that administer federally supported programs. 

Community Care Licensing Workload Standards Contain Unjustified Tasks 
We recommend a reduction of 19 positions proposed for the Community Care licensing 

Division to reflect (a) the deletion of unjustified tasks and (b) actual experience in filling 
new positions, for a General Fund savings of $454,332. . 

The budget proposes to add 52 new positions to the Field Operations Branch of 
the Community Care Licensing Division, ata General Fund cost of $1,136,745. The 
Field Operations Branch directly licenses community care facilities through nine 
offices located throughout the state. The request for additional positions is based 
on (1) application of a January 1980 vvorkload study of the tasks involved in 
licensing and evaluating community care facilities and (2) a projected increase in 
the number of community care facilities licensed by state staff from 12,793 in 
March 1980 to 15,498 in June 1982, a projected annual increase of approximately 
12 percent. 

Workload Study. A workload study completed by the Department of Social 
Services indicates that the historically accepted staffing standards of 150 licensed 
day care or 75 licensed residential care facilities per evaluator do not accurately 
reflect the actual workload required to license and evaluate community care 
facilities. Based on a review of actual time spent and tasks performed, the workload 
study establishes alternative staffing standards for seven distinct categories of 
facilities, rather than the two broad categories utilized currently. 

Our review of this study has identified two components which should not be 
included In the workload standards: (1) evaluations of community care facilities 
within 90 days after intitialapproval of a license to operate (referred to as post
licensing evaluations) and (2) caseload management activities. 

Post-Licensing Evaluations.· The proposed staffing standard includes time for 
evaluators to visit each facility within 90 days after approval of a license to operate. 
The department advises that these visits may reduce (1) the amount of time 
required for annual visits and (2) the number of complaints received regarding 
violations of licensing regulations. Because no data are available to document the 

. effects of these visits, we have no analytical basis to recommend provision for these 
visits in the proposed workload standard. In addition, because these post-licensing 
visits have not been conducted on a uniform basis in the past, we cannot assess the 
amount of time built into the licensing standard for this activity. 

Casel08d Management. The workload study also includes a factor referred to 
as "caseload management." This activity is built into the total workload standard 
as a 20 percent increase to the time required for all other activities. This compo
nent includes several tasks, such as case file review and drop-in visits, which are 
performed as part of other tasks included in the workload study. 

Our analysis indicates that the department has implemented new procedures 
to increase staff efficiency since the time of the workload study. These changes are 
not reflected in the staffing standard. We recommend the portion of the staffing 
standards based on this caseload function be reduced by 50 percent to reflect these 
new procedures. This would reduce the 20 percent factor for caseload manage
ment activities to 10 percent. 

For the reasons given above, we cannot recommend that provision be made for 
the post-licensing evaluation and caseload management workload components in 
the workload standards for licensing evaluations. Table 16 compares the workload 
standards proposed by the Department of Social Services with the adjusted stand
ards we recommend, based on the deletion of the two identified components. 
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Table 16 
Department of Social Services 
Alternative Staffing Standards 

for Facilities Evaluators 
(Facilities per Evaluator) 

Facility Category 
Day Care ................................................................................. . 

Family day care ................................................................. . 
Other day care ................................................................... . 

Residential Care ..................................................................... . 
Foster family homes ......................................................... , 
Other family homes ........................................................... . 
Group homes for children .............................................. .. 
Other group homes .......................................................... .. 
Homefinding agencies ..................................................... . 

Existing 
Standard 

150 

75 

Proposed 
Standard 

129 
104 

115 
113 
fiT 
51 
84 

. Item 518 

Analyst's Proposed 
AdjllSted Standard 

143 
114 

126 
124 
73 
56 
84 

Projection of Licensed Facilities. Our analysis indicates that the budget's pro
jection of the number of licensed facilities in 1981-82 is based on a continuation 
of actual experience and appears to be valid. Actual experience throughout 1981-
82, however, may vary to the extent that some counties return the licensing 
function to the state, or other program changes occur. In addition, the use of a 
staffing standard based on the more specific facility categories will require closer 
tracking of facility growth than in the past. To the extent that the rate of growth 
in facility types with high staffing standards, such as group homes for children, is 
less than the overall projected growth rate, the use of prorated overall growth 
rates employed in the proposal will overstate the actual need for staff. The Depart
ment of Social Services advises that systems improvements to its Facilities Infor
mation System. will allow detailed tracking of' facility increases for the 
department's 1982--83 budget proposal. . 

Recommend Staffing Level for 1981-82. Based on an application of the adjust
ed staffing standards shown in Table 16 to the projected number of licenses in force 
as of June 30,1982, wehave developed an estimate of the staff required to license 
community care facilities during 1981-82. Table 17 compares the Governor's pro
posal with our recommended staff level. 

Table 17 
Department of Social Services 

Field Operations Branch 
Comparison of Proposed Staffing 

and Analyst's Recommended Staffing Level 
1981-82 

Evaluator ........................................... . 
Supervisor .......................................... .. 
Clerical ....................................... : ....... . 
Manager ...... ; ...................................... . 

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

Existing 
SfIlIT 
149.5 
24.0 
SO.5 
14.0 

238.0" 

Proposed 
NewSfIlIT 

33.0 
6.4 

12.5 

51.9 

Proposed 
Total Stall 

182.5 
30.4 
63.0 
14.0 

289.9 

Analyst's 
Proposea 

New SfIlIT Total SfIlIT 
18.5 168.0 
2.4 26.4 b 

12.5 63.0 
14.0 

33.4 271.4 

• This column includes 20 positions added to the Field Operations Branch during 1~1 to perform 
workload transferred to the state from counties. 

b Based on one supervisor to every 6.35 evaluators as included in the 1980 Budget Act. 
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Effective Dates of Positions. The budget proposes to establish 30 of the 51.9 
positions on July 1, 1981. The remaining 21.9 positions would be established effec
tive January 1, 1982 to provide adequate staff to handle anticipated-increases in the 
number of licensed facilities during the year. Our analysis of the department's 
projection of facilities licensed indicates that a total of 14,750 facilities are expected 
to be licensed by December 1981. Based on our recommended staffing standard, 

- this workload will require the addition of 11.5 evaluators, 1.2 supervisors and 8 
clericals on July 1,1981 and the remaining 12.7 positions on January t, 1982. 

SaJary Savings. The proposal for 51.9 new positions includes an estimate of 
$258,565 for salary . savings anticipated as a result of reducing gross salaries and 
wages required for these positions by an amount equal to (1) 50 percent of the 
annual salaries for those positions proposed to be established at midyear, plus (2) 
an additional reduction of 5 percent to allow for normal turnover and unpredicta
ble absences. The Department of Finance's budget instructions for new positions 
requires that (1) adjustments must be made to salary savings for dollars and 
personnel-year fractions to compensate for the actual number of months the posi~ 
tion is expected to be vacant during the year, and (2) a minimum of 5 percent 
salary savings be budgeted for new positions in addition to this vacancy adjust
ment; 

A review of Field Operations Branch experience in filling 41 new positions 
authorized in the 1980 Budget Act and 20 positions administratively established 
during 1980-81 indicates that, on average, these positions were vacant 127 working 
hours prior to being filled; a period equal to 7 percent of annual work time. 
According to the Department of Finance instructions, 7 percent, rather than 5 
percent, of gross salaries and wages for the positions approved should be deducted 
from the. proposal to reflect the actual experience of this unit in filling newly 
authorized positions. Using the department's methodology for estimating salary 
savings, plus an additional 2 percent to reflect actual experience, we estimate 
salary savings of $147,732 for our recommended staffing level. 

Recommendation. Based on the adjusted staffing standards shown in Table 16, 
we recommend that the number of staff authorized for 1981-82 be increased by 
33.4-19 positions (15 evaluators and 4 supervisors) less than the number request
ed in the budget. Of these 33.4 positions, we recommend that 11.5 evaluators, 1.2 
supervisors, and 8 clerical positions be established effective July 1, 1981, and the 
remaining positions be established January 1, 1982. 

Based on these adjustments to the proposed position request and taking into 
account the salary savings needed to comply with Department of Finance budget 
instructions, we recommend a total reduction of $454,332 from the General Fund, 
consisting of $377,052 from personal services and $77,280 from operating expenses 
and equipment. 

Legal Assistance for Community Care Licensing Division 
We recommend that five new positions proposed to provide additional legal assistance for 

the community care licensing program be limited to June 30, 1982 because of probable 
workload savings in the future. 

The budget proposes $143,456 from the General Fund to establish 1.5 attorneys, 
2.5 legal. assistants, and 1 clerical position in the Office of the Chief Counsel to 
provide legal support to the community care licensing program. The Office of the 
Chief Counsel (1) prepares licensure cases for litigation by the Attorney General 
and (2) represents the Community Care l.icensing Division in administrative 
hearings on license revocations and denials. The department advises that addition
allegal support is needed for these activities due to (1) increased emphasis on 
enforcement of licensing laws and regulations by state and county evaluator staff, 
(2) continued growth in the number of licensed facilities, and (3) increased num-
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bers of trained licensing evaluators employed by the state. 
Efficient Procedures Reduce Staff Need. A major portion of the workload 

antiCipated for the proposed legal assistants involves the preparation of cases for 
attorney work. Our analysis indicates that the licensing evaluation staff· of the 
department has· recently implemented case preparation procedures which are 
expected to reduce the workload of these legal assistants. This workload reduction 
factor has not been taken into account in the proposal for ,additional legal assist
ants. 

Staff Need Based on Number of Evaluators. The proposal for legal staff is built 
on a projection of the percentage increase in state licensing staff in 1981-82. 
Consequently, to the extent that legislative action on the 1981 Budget Bill reduces 
the licensing staff, the legal staff proposal may also be subject to reduction. 

Existing Backlog. The department advises that the Office of the Chief Counsel 
processed 70 of the 134 referrals from the Community Care Licensing Division 
during 1979-80, leaving a backlog of 64· cases. Our analysis indicates that (1) the 
number of referrals far exceeded the legal staffs output during the period June 
1979 to November 1979, (2) the number of referrals per month is expected to 
remain constant during 1981-82, and (3) the number of cases processed by the 
Office of the Chief Counsel increased after November 1979 but has not kept pace 
with the number of new referrals. Our analysis has not identified, however,· an 
acceptable backlog for this program activity. 

We recognize the current and budget year workload facing the Office of the 
Chief Counsel. Our analysis indicates that the elimination of existing backlogs by 
limited-term staff and increased staff efficiency may reduce the need for these 
positions in future years. Therefore, we recommend that approval of these five 
proposed positions be limited to June 30, 1982. 

Request for Additional Social Services Evaluation Positions 
We recommend the deletion of six new positions proposed to evaluate childrens services 

programs because existing staff can absorb this workload, fora General Fund savings of 
$183,097, consisting of $136,687 in personal services and $46,410 in operating expenses and 
equipment. . 

The budget proposes to add six new positions in the Operations Assessment Unit 
of the Planning and Review Division, at a cost of $183,097. The new positions are 
proposed to review over a two-year period, the (a) delivery of children's protec
tive services, (b) 24-hour emergency response system, and (c) foster care pro
grams in 10 counties. The objectives of these reviews are to: 

(1) Evaluate the effectiveness, efficiency and equitable local administration of 
services systems, procedures, regulations and/ or operations. 

(2) Provide evaluation of proposed program modifications through detailed 
field studies and operations reviews. 

(3) Develop program and services information necessary for program/policy 
decisions, planning and reviews by outside agencies. 

( 4) Conduct an evaluation of the effect of specific children's services programs 
on the recipients. 

Our analysis indicates that additional staffing to conduct the reviews proposed 
for these six positions is not required for several reasons. 

Current Staff Not Utilized for Social Services Reviews. The Operations Assess
ments Unit currently is authorized eight positions to conduct social services re
views similar to those proposed in the budget. During the first six months of 
1980-81, the eight positions were involved in assessing county delivery of food 
stamps and had not initiated a single review of social services activities. Although 
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24 positions were approved specifically for food stamp review in the 1980 Budget 
Act, only six of the positions were filled as of January 1981. 

Program Operations Bureau. The Family and Children's Services Program 
Operations Bureau (15 positions) monitors children's services programs delivered 
by the counties to ensure effective, equitable and efficient service delivery. This 
bureau also conducts special studies of high priority program issues. An example 
of such a special study is a detailed review scheduled to. be conducted during 
January and February 1981 of the children's protective services (CPS) program. 
In a letter dated November 24, 1980, county welfare directors were notified by the 
department that the CPS review would include (1) an administrative question
naire, (2) a compliance-oriented case review, (3) a review of services characteris
tics, and (4) an intake decision making survey. The Family and Children's Services 
Program Operations Bureau has announced that a review of foster care Will also 
be conducted during 1981. Because existing staff is already assigned to review 
those programs, additional staff is not required. 

Integrated Review and Improvement Studies Have Already Documented Deliv
ery Systems. A series of Integrated Review and Improvement Studies of the 
children's services programs was conducted in 17 counties by the Operations and 
Ass~ssments Unit during 1978-79. The studies identified problem areas and docu
mented the characteristics of each county's service delivery system. The depart
ment's proposal for additional staff in the Operations Assessments Unit anticipates 
workload in excess of two personnel-years in order to redocument the service 
systems previously identified. 

Evaluation of Family Protection Act and 24-Hour Response Systems. Pursuant 
to legi~lative direction, the department has committed staff in the current year to 
conduct evaluations of the Family Protection Act (Chapter 21, Statutes of 1977) 
pilot counties and the 24-Hour Response System. The evaluation designs for both 
studies included a client outcome component. Our preliminary review of the 
24-Hour Response System report, submitted January 20, 1981, indicates that this 
report includes an assessment of the effects of these services on clients. Although 
the Family Protection Act report has not yet been submitted to the Legislature, 
preliminary results indicate that this effort may preclude the need for the client 
outcome portion of the proposed workload. 

Positions Authorized For the 24-Hour Response System. The 1979 Budget Act 
established 16 permanent positions specifically for the implementation and con
tinued monitoring of the 24-hour response system. This is one of the two programs 
for which the department is requesting six new positions. Our analysis indicates 
that current staff resources are sufficient to monitor this program adequately. 

Existing departmental staff are currently monitoring and evaluating the pro
grams identified in the request for six additional positions. In addition, the depart
ment has not utilized existing staff iIi the Operations Assessments Unit for social 
services reviews. The existing eight positions in that unit could be directed to 
conduct special audits and outcome evaluations of county delivered children's 
services programs without the addition of six new staff. We therefore recommend 
deletion of the six proposed new positions, for a General Fund reduction of $183,-
097, consisting of $136,687 in personal services and $46,410 in operating expenses 
and equipment. 

Interstate Compact for the Placement of Children 
We recommend (1) transfer of responsibility for the administration of the foster care 

component of the Interstate Compact for the Placement of Children from the Planning and 
Review Division to the Adult and Family Services Division, and (2) deletion of two proposed 
new positions for this activity, for a General Fund savings of $58,142. 

The Interstate Compact for the Placement of Children (ICPC) (Civil Code 



974 / HEALTH AND WELFARE Item 518 

DEPARTMENT OF SOCIAL SERVICES-Continued 

Sections 264-274) obligates the 46 member states to coordinate the interstate 
placement of children in foster care and adoptive homes. Prior to a major reorgani
zation of the Department of Health in 1978, the adoptions and foster care compo
nents of California's ICPC activities were administered by a single organization in 
the Department of Health. After the transfer of social services programs to the 
Department of Social Services, however, this function was split. Currently within 
DSS, the Adult and Family Services Division coordinates the placement of chil
dren for adoption, and· the Planning and Review Division is responsible for the 
assignment of foster care cases to appropriate county welfare departments and 
agencies in other states. 

Need for Closer Coordination. The current California ICPC designated com
pact administrator is the deputy director for Adult and Family Services. The Adult 
and Family SerVices Division has the responsibility for overall supervision of the 
state's foster care program and contains field staff and program policy staff to carry 
out this responsibility. Currently, four positions in the Planning and Review Divi
sionare responsible Jor (1) reviewing ICPC requests from other states and from 
California county welfare departments for home evaluations and (2) monitoring 
the supervision of foster care placements in California from· other states. Because 
(1) the Adult and Family Services Division contains a field monitoring capacity 
and (2) major policy decisions in the foster care program are coordinated within 
the Adult and Family Services Division and should incorporate problems identi
fied with the interstate flow of children, California could more effectively carry 
out its obligations under the ICPC if the administration of the entire compact was 
consolidated under the direct supervision of the designated compact administra
tor. 

Adclitionill Staff NotRequired Existing resources within the Family and Chil
drens Services Branch of the Adult and Family Services Division can meet the 
anticipated workload identified in connection with the request for two additional 
positions to administer the foster care component of ICPC. The organization 
responsible for foster care program policy is the Family and Children's Services 
Policy Unit. The budget proposes to continue three positions in the Family and 
Children's Services Policy Unit, which were initially authorized in the 1979 Budget 
Act. This unit, consisting of 20 authorized positions, experienced a 17 percent 
vacancy rate in 1979-80, for an average of 3.4 vacant positions. During the first six 
months of 1980-81, the vacancy rate for this unit was 21 percent. . 

The department advises that, as of November 1980, all positions authorized in 
this unit have been filled. In order to justify the need for continuation of the three 
limited-term positions, the department has identified several tasks that have been 
delayed due to past vacancies. One of these tasks is a response to program prob
lems related to ICPC foster care cases. Our analysis indicates that the continuation 
of the three limited-term positions, combined with the recent filling of positions 
which were previously vacant, will enable the Family and Children's Services 
Policy Unit to assume the responsibilities identified in the department's proposal 
for two ICPC positions. 

Therefore, we recommend (1) a transfer of the function of ICPC foster care and 
related positions from the Planning and Review Division to the Adult and Family 
Services Division and (2) deletion of two positions proposed for the Planning and 
Review Division, for a General Fund savings of $58,142 consisting of $45,566 in 
personal services and $12,576 in operating expenses and equipment. 
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Systems and Policy Branch Reorganization 
We withhold recommendation on $438,148 ($370,673 General Fund and $67,475 in federal 

funds) budgeted for 11 positions in the Systems and Policy Branch of the Adult and Family 
Services Division, pending receipt of detailed workload data for these positions. 

The budget proposes continuation of 13 of the 14 existing positions for the 
Systems and Policy Branch of the Adult and Family Services Division. The respon
sibilities of this branch include forms and systems development for all the social 
services programs administered by the Adult and Family Services Division. Dur
ing our review of the staff requests for this division, however, we learned that the 
Systems and Policy Branch will be dissolved prior to the beginning of 1981-82, and 
that 13 positions will be assigned to other branches within the division. The re
maining position, authorized to provide program input to the Statewide Public 
Assistance Network (SPAN) project, expires June 30, 1981. Two of the 13 continu
ing positions are proposed for a limited term, expiring June 30, 1982, to provide 
input to SPAN. 

The Department of Social Services advises that this branch will be dismantled 
in order to eliminate duplication and inefficient management practices. Table 18 
shows the department's organizational plan for positions currently assigned to the 
Systems and Policy Branch. 

Table 18 
Department of Social Services 

Reorganization of Systems and Policy Branch 
Proposed Organizational Location of Redirected Positions 

Branch 
Family and Children's Services Systems 
Bureau (New) 

Social Services Planning Branch 

Adult Services Branch 

Total 

Positions 
1 Staff Services Manager II 
1 Staff Services Manager I 
2 Associate Governmental Program Analyst 

(AGPA) 
AGPA (SPAN) 
Social Services Consultant (SSC) III 

(1) AGPA-Expires June 30, 1981 (SPAN) 
1 AGPA 
1 SSC II 
1 Staff Services Analyst 
1 Management Services Technician 
1 Office Technician 

AGPA 
SSA (SPAN) 

13 

We have identified three problems with this proposed reorganization: (1) the 
budget does not identify workload which justifies additional staff in the units 
currently anticipated to receive the redirected positions, (2} administrative effi
ciency anticipated as a result of the proposed redirection is not reflected in reduc
tions of requested 1981-82 staff, and (3) the absence of workload data regarding 
the reorganization makes it difficult for the Legislature to review the staffing 
needs of the Adult and Family Services Division. 

Because of these problems, we withhold recommendation on $438,148, ($370,673 
from the General Fund and $67,475 in federal funds) -the funding necessary to 
continue the 11 non-SPAN positions. We recommend that the Department of 
Social Services prepare and submit detailed workload justification for the con
tinuation of these 11 positions prior to legislative hearings on its budget. 
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DEPARTMENT OF SOCIAL SERVICES-Continued 

Office of ~overnment and Community Relations 
We recommend: 

Item 518 

1. The deletion of 3 govemment liaison positions and 2.5 clerical positions because they 
duplicate functions of other authorized personnel, for a savings of$212,342 ($116, 788 General 
Fund and $95,554 federal funds). 

2. The deletion of a staff services manager H in the Welfare Program Operations Division 
and a staff services.manager II in the Adult and Family Services Division, because the 
positions duplicate functions of authorized positions, for a savings of$92,926 ($'10,125 General 
Fund lllid $22,801 federal funds). 

Background .The Office of Government and Community Relations assists in 
the formulation of deparhnental policy and represents the deparhnent before the 
Legislature, local governmental agencies and community groups. The office con
sists of six units, as shown in Chart 1. The office reports to the director of the 
deparhnent and is separate from the deparhnental divisions responsible for super
vising the administration of welfare and social services programs in California. 

Our analysis suggests that several of the units in the office duplicate the activities 
of various line bureaus of the deparhnent. 

Local and Small County liaison Positions. The Local Government Liaison 
Unit consists of one professional position who participates in the development of 
deparhnental policies and provides policy ~terpretation between the deparhnent 
and county welfare directors, boards of supervisors and local government officials. 
This unit is also responsible for conveying local government positions on welfare 
issues to the deparhnent. 

The Office of Government and Community Relations also contains one person 
on contract as the Small County Liaison. This position is responsible for providing 
advice and recommendations from small counties to the deparhnent. 
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DEPARTMENT OF SOCIAL SERVICES-Continued 

Our analysis suggests that the duties of the local government and the small 
county liaisons duplicate the responsibilities of other positions within the depart
ment. For example: 

• The department has 10 deputy directors who assist in the formulation of 
departmental policies and who are responsible for representing the depart
ment before local government officials. Of the 10 deputies, one is responsible 
for providing policy interpretation and direction to county welfare depart
ment directors and local government officials in the administration of income 
maintenance programs. Another deputy performs the same functions in the 
delivery of social services throughout the state . 

• There are also various program operation bureaus within the department 
which are responsible on a daily basis for interpreting federal and state regula
tions and providing management consultation to county welfare departments. 
In addition, the program staff are responsible for "providing effective feed
back to top DSS administration on local concerns and problems from both 
welfare administrative officials and outside organizations." In the Welfare 
Program Division alone there are currently 49.5 professional positions author
ized to provide policy interpretation and consultation to local officials on cash 
assistance programs. 

Because the local and small county liaisons duplicate the functions of other 
authorized positions in the department, we recommend that they be deleted, for 
a savings of $101,575. 

Federal Liaison. The Federal Liaison Unit is responsible for reviewing state 
plans for cash grant and social services programs prior to their submission to the 
federal government. In addition, the unit is responsible for tracking federal bills 
and reviewing proposed federal regulations. . 

Our review of departmental operations, however, found that day-to-day con
tacts with the federal government are carried out by the deputy directors and 
their program staffs. For instance, program staffs review and propose changes in 
the various state plans. In addition, there are separate policy bureaus in the depart
ment responsible for analyzing proposed federal legislation and regulations. As an 
example, the Welfare Program Operations Division is authorized 36.5 professional 
positions to review proposed federal laws and regulations for the AFDC, SSI/SSP, 
Food Stamp and Child Support Enforcement programs. 

Because the federal liaison duplicates the activities of other authorized positions, 
we recommend that funding for the unit be deleted, for a savings of $56,069. 

We also recommend a corresponding reduction of 2.5 clerical positions. This 
would leave the Office of Government and Community Relations with four cleri
cal positions for the ten remaining professional positions. 

Assistant to the Director, Southem Region. It is our understanding that the 
duties of this position are similar to those of the local government liaison, but 
limited to southern California. The position participates in the development of 
departmental policies and provides policy interpretation between the department 
and local government officials, including county welfare departments, in southern 
California. 

Our analysis suggests that these duties duplicate the functions of the deputy 
directors and various operation bureaus within the department. Currently, this 
position is exempt from civil service hiring requirements. Because this position is 
performing some of the workload of authorized positions within the program 
operations bureaus of the department, however, we recommend the deletion of 

~ a staff services manager II position within the Welfare Program Operations Divi
sion, for a savings of $45,602. 
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Assistant Director, Community Affairs. The department's organization hand
book states that in order to improve. the administration of welfare programs, this 
position is responsible for a "variety of special projects involving liaison between 
the department, the. Legislature, the private business sector, and numerous com
munity groups .... " In addition, the position "manages the American Indian Fos
ter and Day Care Home Recruitment Project and serves as the American Indian 
Coordinator for all aspects of departmental operations affecting that population 
group." 

Our analysis suggests that this position duplicates activities of other staff in the 
department. First, one of the responsibilities of this position is to improve welfare 
administration. As noted previously, the department has various deputy directors 
and program staff responsible for providing policy interpretation and direction to 
local governments in the administration of welfare programs. 

Second, to. the extent that this position works on American Indian Welfare 
programs, it duplicates activities of positions currently authorized in the Adult and 
Family Services Division. For example, the 1980 Budget Act authorized one posi
tion for the adoptions branch to work specifically on Indian adoptions. The depart. 
mentalso requested one position to implement the federal Indian Child Welfare 
Act. The Legislature, however, denied the requested position, based on its deter
mination that adequate personnel were available in the Adult and Family Services 
Division. 

The Assistant Director, Community Affairs position is exempt from civil service 
hiring requirements. However, because the position in the Office· of Government 
and Community Affairs appears to perform some of the workload of other posi· 
tions, we recommend the deletion of a staff services manager II within the Adult 
and Family Services Division, for a savings of $47,324. 

Health and Welfare Agency 

DEPARTMENT OF SOCIAL SERVICES 

Items 518·101 from the General 
Fund 

Requested 1981-82 ......................................................................... $2,539,486,144 
Estimated 1980-81 ............................................................................ 2,751,983,412 
Actual 1979-80 .................................................................................. 2,309,996,836 

Requested decrease $212,497,268 (-7.7 percent) 
Total recommended reduction • .................................................. $20,682,362 
Total recommendation pending· ................................................ $32,398,314 

a General Fund totals for all local assistance elements. 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 
518-101-OO1-Local Assistance 
-(a) AFDC cash grants ............................................. . 
-(b) SSI/SSP cash grants ........................................... . 
-(c) Special adult programs ....•................................ 
-(d) County welfare department administration 
-(e) Special social services programs ..... , ............... . 
-(f) Community care licensing ............................... . 
-(g) Local mandate ................................................... . 

Fund 
General 

Amount 
$2,539,486,144 
(1,215,955,900) 
(1,051,005,000) 

(3,728,800) 
(1l0,092,643) 
(143,782,101) 

(6,463,700) 
(8,458,000) 
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DEPARTMENT OF SOCIAL SERVICES-Continued 
Item 518-101-001 appropriates all of the General Fund support for the state share 

of the local assistance programs administered by the Department of Social Ser
vices. We discuss the programs separately in the following six sections. We have 
identified the Budget Bill reference by the appropriate letter, such as 518-101 (a) 
for the AFDC cash grant program. 

Department of Social Services 
AID TO FAMILIES WITH DEPENDENT CHILDREN 

Item 518-101 (a) from the Gen
eral Fund Budget p.HW 163 

Requested 1981--82 ........... ; ......•...................................................... $1,215,955,900 
Estimated 1980-81 ...........•................................................................. 1,195,856,900 
Actual 1979-80 .................................................................................. 964,760,500 

Requested increase $20,099,000 (+1.7 percent) 
Total recommended reduction.................................................... $4,393,213 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Performance Standards for Administering the AFDC Program. 

Reduce by $4,393,213. Recommend General Fund reduction of 
$4,393,213 from Item 518-101-001(a), AFDC cash grants, because 
funds are overbudgeted give the application of fiscal sanctions. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

992 

The Aid to Families with Dependent Children (AFDC) program provides cash 
grants to children and their parents or guardians whose income is insufficient to 
meet their basic needs. Eligibility is limited to families with children who are 
needy due to the death, incapacity, continued absence or unemployment of their 
parents or guardians. 

The Budget Bill contains an in-lieu appropriation for the Aid to Families with 
Dependent Children (AFDC) program. This does not limit program expenditures 
because the Welfare and Institutions Code provides a continuous appropriation to 
finance cash grants to eligible children, and their parents or guardians, under the 
program. In addition, language in the Budget Bill provides that the Director of 
Finance can increase AFDC expenditures due to (1) changes in caseload or pay
ment standards, (2) enactment of a federal or state law or (3) a final court decision 
on the merits of a case. 
ANALYSIS AND RECOMMENDATIONS 
Current Year Deficiency 

The budget estimates that there will be a General Fund defiCiency of $41,924,650 
in the current year for the AFDC program. The deficiency is due to caseload 
increases in the AFDC-unemployed parent program resulting from: (a) regula
tions issued by the department following the United States Supreme Court deci
sion in Westcott v. Califano and (b) a greater than anticipated number of 
unemployed· parents due to the. recession. 

The 1980 Budget Act assumed a caseload of 201,070 recipients in the AFDC
unemployed parent program during 19~1. Based on caseload data through 
August 1980, the department has revised its current year estimate upward by . 
51,350 recipients, to 252,420. Of this increaSed caseload, the department estimates 
that approximately 37,486 additional recipients, or 73 percent, are due to the 
Westcott regulations and the remaining 13,864 are related to the recession. The 
cost for the new recipients added as a result of the Westcott regulations is estimat
ed at $35,410,100 for 19~1. Of this amount, the state share is $26,320,300, the 
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county costs are $3,186,900, and the federal government's share is .$5,902,900. (This 
issue is discussed later in this analysis.) . 

It is possible that the General Fund deficiency in the current year could be 
greater than estimated due to recent increases in the AFDC-family group case
load. Current year estimates of expenditures for the AFDC-family group program 
are based on two months of actual caseload experienceijuly and August 1980). 
Actual caseload data, which is now available for September and October 1980, 
show that the family group caseload is above the estimate shown in the 1981-82 
budget document. To the extent that the family group caseload exceeds current 
year projections, additional General Fund costs will be incurred. 

Because the Welfare and Institutions Code provides a continuous appropriation 
to finance cash grants to eligible children and their parents, a deficiency bill is not 
required to increase the amount of funds for this program. Control Section 32.5 
of the 1980 Budget Act authorizes the Director of Finance, after notifying the 
Legislature, to approve increases in expenditures for the AFDC program· which 
are in excess of the amounts appropriated for the 1980-81 fiscal year. 

Budget Year Proposal 
The budget proposes program expenditures of $1,215,955,900 from the General 

Fund in 1981-82. In addition to these funds, the budget provides $5,762,000 from 
the General Fund for costs related to the AFDC program mandated by the state's 
legislative and executive branches. Thus, the state's General Fund cost for AFDC 
grants and local mandates in fiscal year 1981-82 is proposed at $1,221,717,900. This 
is an increase of $20,263,500, or 1.7 percent, over estimated 1980-81 expenditures. 

Total expenditures from all funds for AFDC cash grants are proposed at $2,662,-
136,700, which is an increase of $108,285,100, or 4.2 percent, over estimated current 
year expenditures. In addition to these funds, the budget includes federal funds 
of $103,007,300 for cash grants to refugees (Indochinese, Cubans and others) who 
do not meet the eligibility requirements for existing welfare programs, but who 
will receive a grant amount equal to the AFDC payment level as a result of federal 
requirements. . 

Total expenditures, including AFDC grants, local mandates, and payments to 
refugees, are proposed at $2,765,144,000, which is an increase of $136,359,800, or 5.2 
percent, above estimated current year expenditures. Table 1 shows the total es
timated expenditures for AFDC grants in 198Q..:.81 and 1981-82. 

Table 1 
Total Expenditures for AFDC Grants 

Proposed 1981-82 
Ertimated Percent 

Funding 1981)..81 Amount Increase 
AFDC 

Federal ........................................................................... . $1,252,372,000 $1,338,361,800 6.9% 
State ............................................................................... . 1,195,856,900 1,215,955,900 1.7 
County ........................................................................... . 105,622,700 107,819,000 2.1 

Subtotals ..................................................................... . $2,553,851,600 $2,662,136,700 4.2% 
Local Mandates 

Federal ........................................................................... . 
State ............................................................................... . $5,597,500 $5,762,000 2.9 
County ......................................................................... ... -':5,597,500 -5,762,000 2.9 

Subtotals ..................................................................... . 
Refugees • 

Federal ........................................................................... . $74,932,600 $103,007 ,300 37.5% 
State ........................................................................... . 
County ........................................................................... . 

Subtotals ..................................................................... . $74,532,600 $103,007,300 37.5% 
Special adjustments ....... , ............................................. . (-) (46,000,800) -(-) 

Totals ...................•.......................................................... $2,628,784,200 $2,765,144,000 5.2% 
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Family group ................................................... . 
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Aid for adoption of children ....................... . 
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ties ............................................................. . 
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Table 3 

Proposed General Fund Budget Increases 
for AFDC Grants 

1981~ 

1980-81 Current Year Revised ................................................................ .. 
A. Baseline. Adjustments 

1. Basic Caseload ............................ , ........................................................ . 
2. Cost-of-living increase 

a. 1980-81: Reduced.costs as a result of providing a 13 percent 
increase instead of 15.48 percent increase ............................. . 

b. 1981-82: ·4.75 percent increase .......................•............................ 
Subtotal ........................................................................................... . 

3. Refugees-terminate 100 percent federal funding for time lim
ited refugees 
a. Indochinese ..................................................................................... . 
b. Cubans ................................................... : ..•.............................. ; ....... . 

Subtotal ........................................................................................... . 
4. Court cases 

a. Northcoast Coalition-vs-Woods ................................................. . 
b .. Vaessen-vs-Woods .......................................................................... . 
c. Youakim-vs-Miller ......................................................................... . 
d. Westcott-vs-Califano ..................................................................... . 
e. Garcia-vs-Swoap (80 percent supplementation) ................... . 

Subtotal ........................................................................................... . 
5. Regulations 

a. Overpayment/recoupment. ....................................................... .. 
b. Stepparent responsibility ........................................................... . 
c. Foster care eligibility ..................................... , ............................. . 
d. Federal budgeting regulations ................................................. . 
e. Eliminate passing grade requirement ..................................... . 

Subtotal ........................................................................................... . 
6. Reduced grant costs due to: 

a. Increases in minimum wage ................................................... ... 
b. Increases in Retirement, Survivors, Disability and Health 

Insurance ......................................................................................... . 
c. Extension of unemploymeritbenefits ................................... ... 

Subtotal ........................................................................................... . 
7. Special adjustments 

a. Limit eligibility for state AFDC-U program ......................... . 
b. Eliminate 80 percent supplementation ................................... . 

Subtotal ........................................................................................... . 
8. Reduced costs due to increased child support collections ....... . 
9. Reduced costs for child support incentive payments ............... . 

B. Total Budget Increase ........................................................................... . 

C. Proposed 1981-82 Expenditures ........................................................ .. 

Cost 

-$9,905,900 
65,813,000 

$5,118,300 
321,000 

1,859,400 
-1,241,600 

6,600 
2,060,500 

8,000 

-66,800 
-71,600 

-957,500 
1,277,4QO 

890,200 

-$2,512,600 

-2,228,800 
-1,730,900 

-28,780,200 
-6,423,000 

Total 
$1,195,856,900 

-5,561,900 

$55,907,100 

~,439,300 

$2,692,900 

$1,071,700 

-$6,472,300 

- $35,203,200 
-$1,078,300 

-696,300 

($20,099,000) 

$1,215,955,900 
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AID TO' FAMILIES WITH DEPENDENT CHILDREN-Continued 

Expenditures by Category of Recipient 
AFDC grant payments are provided to four categories of recipients, as shown 

in Table 2. Total payments from all funds for the family group component
typically a mother with one or more children-are proposed at. $2,212.1 million for 
1980-81, an increase of 4.3 percent over the current year. In addition, the 1981-82 
budget proposes an expenditure of $356.5 million, from all funds, for cash grants 
to unemployed parents with dependent children. This is an increase of 3.2 percent 
over the current year. Finally, the budget proposes an expenditure of $192.8 
million in 1981-82 for grants to children receiving foster care in boarding homes 
and institutions, which is an increase of 5 percent over the current year. 

Proposed General Fund Budget Increases 
Table 3 shows the changes in General Fund expenditures for the AFDC pro

gram proposed in the 1981-82 budget. General Fund expenditures in the budget 
year will increase by $20,099,000 over estimated current year expenditures. This 
amount consists of $65,111,000 in increased expenditures and $45,012,000 in offset
ting savings. 

Most of the proposed increase-85.9 percent, or $55,907,I~is related to cost
of-living increases for- AFDC grants. 

AFDC Caseload 
The budget projects that the AFDC caseload will increase by 12,210 persons, or 

0.8 percent, in 1981-82 as shown in Table 4. 

Table 4 
AFDC Average Monthly Persons Receiving Assistance 

1980-81 and 1981-82 

Pro8f8Ill 
AJi'DC-Fl!IIlily Group ...................................................... , ......... .. 
AFDC-Unemployed .. , ............................................................... .. 
AFDC-Foster Care ............. , ....................................................... . 
AFDC-Aid for Adoption of Children .................................... .. 

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

Estimated 
JfJ(I)..8J 

$1,214,410 
252,420 
26,320 
1,840 

$1,494,990 

Proposed 
J!J8J-82 

$1,227,310 
251,770 
26,280 

1,840 

$1,507,200 

Percent 
Change 

1.1% 
-0.3 
-0.2 

0.8% 



Item 518 HEALTH AND. WELFARE / 985 

SPECIAL ADJUSTMENTS PROPOSED BY THE ADMINISTRATION 

Fiscal Impad ~f Special Adjustments and Cost-of-Living Increases 
Table 5 shows the "special adjustments" and cost-of-living reductions from what 

current law requires proposed by the budget for the AFDC program in 1981-82. 
The table reflects savings due to both reduced grant and administrative costs. The 
General Fund reductions total $124,047,BOO. Of this amount, savings resulting from 
cost-of-living adjustments that are less than what existing law requires total $87,-
174,000. In addition, the administration proposes to limit eligibility for the state 
AFDC-U program which will result in reduced costs of $30,013,900. The budget 
also proposes to modify the AFDC budgeting system which will reduce costs by 
$6,~9,900. 

1. Special Adjustments 

Table 5 
Proposed Budget Reductions 

General Fund 
1981-82 

a. Limit eligibility for the state AFDC-U program 

Cost 

(1) Assistance payments,............................................................. -$28,780,200 
(2) Administration ........................... ,.......................................... -1,233,700 

Subtotal ....................... ' ...................... ;~ .................................. . 
b. Eliminate 80 percent supplementation of AFDC grants 

(1) Assistance payments .............................................. ;............. -6,423,000 
(2) Administration .................................................................... ;. -436,900 

Subtotal ................................................................................. . 
2. Cost-of-living increase-Reduce cost-of-living from 11.2 per-

cent to 4.75 percent ....................................................................... . 
Totals ....................................................................................................... . 

Grant Payments .................................................................................. . 
Administrative Costs ........................................................................ . 

Total 

-$30,013,900 

-,.$6,859,900 

-$87,174,000 
-:$124,047,800 

(-$122,377,200) 
( -$1,670,600) 

Chart 1 shows the fiscal effect oftha proposed· reductions on AFDC grant 
expenditures for 1981-82. Under clirrent law, General Fund costs forAFDCgrants 
(including local mandates)' would total $1,344.2 million in 1981-82. H theadminis
tration's proposed reductions are adopted, General Fund expenditures for AFDC 
grants (including local mandate costs) . in 1981-82 would be $1,22L8 million, a 
difference of $122.4 million. 

Limit Eligibility for the State AFDC-U Program. 
The AFDC-unemployed parent program provides cash assistance toneedychil

dren and their' parents who are unemployed. State participation in the AFDC 
program is optional. Currently 26 states, including California, participate with the 
federal government in providing cash grants to children and their parentswho are 
unemployed. In addition, California provides cash assistance to children and their 
unemployed parents who do not meet the federal eligibility requirements for the 
AFDC-U program. The state AFDC-U program is funded solely by state and 
county funds. At the time this Analysis was written, it was our understanding that 
the administration proposed to limit eligibility for the state-oilly program to fami
lies where neither parent is employed full time. As a result, families with a full time 
employed parent and an unemployed parent, who did not meet feideralrequire- , 
ments, would not be eligible for the state AFDC-U program. 
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AID TO FAMILlES·WITH DEPENDENT CHILDREN-Continued 

Chart 1 

AFDC Expenditures 
198o-B1and1981-82 

Dollars (in millions) 
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Eliminate 80 Percent Supplementation of AFDC Grant$. 
Current federal regulations allow states to adopt one of three methods for 

calculating a- recipient's monthly grant payment. These options are: (a) prior
month budgeting with supplementation of grant payments, (b) prior-month 
budgeting with no supplementation, provided the assistance payment is issued 
within a specified time frame, and (c) concurrent (prospective) budgeting. 

Currently, California calculates a recipient's grant payment using prior-month 
budgeting with supplementation of the grant: Under this method; the recipient's 
grant in the current month is based on actual income received in a prior. month. 
If, as a result of this calculation, the recipient's combined grant and income is less 
than 80 percent of the maximum aid payment standard, the recipient is entitled 
to. a supplemental grant. The value of the supplemental grant is that amount 
which, when combined with the grant and income, equals 80 percent of the 
maximum graIlt. 

At the time this Analysis was written, it was our understanding that the adminis
tration proposes to change its regulations so that the recipient's grant is calculated 
using prior-month budgeting with no supplementation. Under this proposal, the 
state is required. to provide the assistance· payment .within 25 days of the prior 
month used for calculation of the grant. 

Currently, counties do not meet the 25 day requirement. Under the current 
system, income received between the first and last day of month one (budget 
month)· is reported to the county welfare department in month two. This informa
tion is used to calculate the grant prOvided in month three (payment month). As 
a result, there is a 30-day lag between the budget month (month one-used to 
calculate the grant) and the payment month in which the grant is received. The 
administration proposes to change the budget month from the first through the 
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last day of the month, to the seventh day of one month through the sixth day of 
the next month. This change would allow the checks provided on the first and 
fifteenth of the month to fall within the necessary 25-day period. 

Cost-of-Living Increase 
Current Law and the Administration s Proposal State law requires that recipi

ents of assistance under the AFDC family group and unemployed parent programs 
receive an annual cost-of-living increase on their grants effective July 1 of each 
year. The cost-of-living adjustment required on July 1,1981 is based on the change 
in the California Necessities Index from December 1979 to December 1980. It is 
currently estimated that the required cost-of-livingadjustment is 11.2 percent. The 
budget proposes to suspend, during 1981-82, the automatic cost-of-living increase 
required by . current law and. to provide instead a 4:75· percent increase in AFDC 
grants. . 

Maximum Payment Levels. Table 6 shows the maximum AFDC grant levels 
for selected family sizes assuming: (a) a 4.75 percent cost-of-living adjustment, as 
proposed by the administration and (b) an .11.2 percent increase, as reqUired by 
current law. If a 4.75 percent increase is provided, the grant for a family of three 
will increase by $22 to $485. Under current law, the grant would increase by $52 
to $515. . 
. Historically, AFDC grant levels for children residing in foster care have been 
established by county boards of supervisors. On occasion, the counties adjusted the 
grant amounts without taking changes in the Consumer Price Index into consider
ation. AB 8 limited state reimbursement for increases in AFDC foster care grants 
to the same percentage increase applied to grants for the AFDC family group and 
unemployed parent program. Chapter 511, Statutes of 1980 (AB 2982), suspended 
this provision by providing for a 15.48 percent increase in foster care grants during 
the entire 19BQ..:.81 fiscal year. Counties may increase the foster care grants by more 
than 15.48 percent during the current year, but they will have to fund· the full cost 
of the larger grant .amount. In 1981-82, under cUrrent law, state reimbursement 
for cost-of-livingincreases for foster care will be the same as that provided for the 
family group and unemployed parent grants. 

Table 6 
Maximum AFDC Grant Levels 

1980-81 and 1981-82 

J!J8J-82 

J!J80.8J 
Family EYtimated 
Size Ian-Iun '8J 
1 .................................................................................... $227 
2 .................................................................................... 374 
3 .................................................................................... 463 
4 .................. :................................................................. 550 
5 .................................................................................... 628 

Governor's 
Proposal 

~75Percent 
Amount Chlll!ge 

$238 $11 
392 18 
485 22 
576 26 
658 30 

Current 
Law 

11.2 Percent 
Amount Change 

$252 $25 
416 42 
515 52 
612 62 
698 70 

Ji'iscal Effect of Various Cost-oE-Living Increases. Table 7 shows the fiscal ef
fect on the General Fund of providing a 4.75. percent cost-of-livingincrease and 

. a 11.2 percent adjustment. The administration's proposal to provide a 4.75 percent 
increase will cost $65,813,000 from the General Fund. An 11.2 percent cost-of-living 
adjustment would require an additional $87,174,000 from the General Fund. 
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Table 7 
Cost-of·Living Expenditures for AFDC Grants 

Assuming Various Cost-of·Living Increases 
General Fund 

1981-82 

CunentLaw 
(11:2 Percent) 

General Fund .................................................... :... $152,987,000 

Administration s 
Proposal 

(4.75Percent) 
$65,813,000 

Item 518 

Difference 
$87,174,000 

Previous Increases in AFDC Grants. Each month, recipients of assistance un· 
der the AFDC program receive a payment consisting of two components: (1) the 
basic grant and . (2) the cost-of-living adjustment. The basic grant represents the 
cost of obtaining necessary living needs such as food, clothing, shelter and utilities. 
State law requires that the basic grant amount be adjusted annually to reflect 
changesin the cost of living. The purpose of the cost·of.living adjustment is to help 
the purchasing power of welfare recipient grants keep pace with the rising costs 
of food, shelter, transportation and other necessities of life. 

Prior to July 1973, AFDC grants were not regularly increased to reflect the 
impact of inflation. For example, between October 1951 and June 1973, the grant 
for a family of three was increased six times. Table 8 shows the increases in the 
AFDC grant for a family of three since July 1973. This table shows that: 

• Starting in July 1973, cost·of·living ~djustments have been provided in each 
year except 1975-79. Cost.of·living increases were suspended during 1975-79 
after the pas~age of Proposition 13. (The Welfare ReformAct of 1971 (Chapter 
578, Statutes of 1971) required, effective July 1, 1973, that AFDC grants be 
increased annually based on the change in the Consumer Price Index.) 

• Effective January 1977, AFDC grants were increased by six percent. This 
increase was in addition to the annual cost·of·living adjustment required by 
the Welfare and Institutions Code. 

• For the first six months of 1980-81 aune-December 1980), grants were in· 
creased 15.48 percent above the grant amounts provided in 1979-80. During 
the last six months of 1980-81 aanuary -June 1981), grants were reduced to 
a level which was 13 percent above the amounts provided in 1979-80. 

Grant 

Table 8 
AFDC Grant Increase for a Family of Three 

1973-74 to 1981-82 

Period Covered. Amount 
1973-74 .......................................................................................................... $243 
1974-75 ........... ,.............................................................................................. 262 
1975-76 ............................................. ,............................................................ 293 
1976-77 

July':'December 1976 .............................................................................. 319 
January-June 1977 ................................................. , ............. ;.................. ·338 

1977-78 .......................................................................................................... 356 
1978-79 ........................................................ ;.; ............ ,.................................. 356 
1979-80 .... :...................................................................................................... 410 
1980-81 

July-December 1980 ........... ,.................................................................. 473 
Jan)lary-June 1981 .................................................................................. 463 

1981-82 (Proposed) .................................................................................... 485 

• Does not equal 15.48 percent due to rounding. 

Change 
Amount Percent 

$19.00 7.8% 
31.00 11.8 

26.00 8.9 
19.00 6.0 
18.00 5.3 

54.00 15.2 

63.00 15.4· 
-10.00 -2.1 

22.00 4.75 
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California's AFDC Grants Compared to Other States. Table 9 compares the 
maximum grant levels for the 10 most populous states for family sizes three, four, 
and five, as of January 1, 1981. 

Sf1ltes 

Table 9 
State Comparison· 

Maximum AFDC Grant Levels 
January 1. 1981 

California ....................................................................................................................... . 
New york ...................................................................................................................... .. 
Texas ....................................................................................... : ...................................... .. 
Pennsylvania ................................................................................................................ .. 
Illinois ............................................................................................................................ .. 
Ohio .............................................................................................................................. .. 
Michigan ...................................................................................................................... .. 
Borida ............................................................................................................................ . 
New Jersey ................................................................................................................... . 
Massachusetts .............................................................................................................. .. 
• In descending order by state population. 

Three 
$463 
394 
116 
332 
302 
263 
432 
195 
360 
379 

Family Size 
Four 
$550 
476 
140 
395 
368 
327 
508 
230 
414 
445 

Five 
$628 
544 
164 
451 
432 
381 
591 
265 
468 
510 

Maximum AFDC Levels Compared to Poverty Levels. One of the objectives 
of the AFDC program is to provide eligible children and their parents with a 
minimum standard of living. One method of assessing whether this objective has 
been achieved is to compare the maximum AFDC grant payments with the pov
erty levels for various family sizes. Although it is difficult to define the true poverty 
level, the Bureau of the Census publishes annually an estimate of "poverty thre
sholds." The thresholds, which are intended to reflect the costs for minimum 
nutrition and other items for various family sizes, are updated annually to reflect 
changes in the Consumer Price Index (CPI). For a family below the poverty level, 
the difference between a family's income and the threshold represents the amount 
of additional money needed to reach the poverty. line. 

The use of the overall CPI to increase the poverty thresholds can overstate the 
true poverty level. This is because the index includes the impact of increased costs 
for items which many grant recipients do not purchase. For example, amajor 
cause of rapid CPI inflation in 1979 (11.3 percent), involved escalating housing 
costs and rising mortgage interest rates. Although most grant recipients are rent
ers and do riot purchase homes, the impact of housing costs is included in the index 
for increasing the poverty level. On the other hand, to the extent that the original 
market basket used to define the poverty threshold excludes goods which welfare 
recipients purchase, this measure could understate the true poverty level. 

Keeping in mind these limitations of the poverty definition, Table 10 compares, 
for illustrative purposes, the maximum AFDC grant levels in California with the 
poverty thresholds published by the Bureau of the Census for family sizes of three 
and four. The grant amounts do not include the value of other benefits, such as 
food stamps and Medi-Cal, which the family also may receive. 

The table shows that families which received the maximum AFDC grant levels, 
had an income which placed them below the poverty levels for 1977, 1978, and 
1979. In 1979, the poverty level for a nonfarm family of three was $5,784. During 
the same period, the maximum grant for an: AFDC family of three was $4,596, or 
20.5 percent ($1,188) below the poverty level. The poverty level for a family of 
four in 1979 was $7,412. The maximum AFDC grant for the same family size during 
1979 was $5,460, or 26.3 percent ($1,952) below the poverty level. 



990 / HEALTH AND WELFARE 

. AID TO FAMILIES WITH DEPENDENT CHILDREN-Continued 

Table 10 
Poverty Levels and Maximum 

AFDC Payment Levels 
1971 to 1979 

Item 518 

Family of Three . Family of Four 

Year 
1979 .................................................................. .. 
1978 .................................................................. .. 
1977 ........... : ....................................................... . 

• Preliminary 

Westcott v. Califano 

Poverty 
Level 
$5,784 • 
5,201 
4,833 

AFDCCrant 
Percent 
Below 

Poverty 
Level 

Poverty 
Level Amount 

$4,596 
4,272 
4,164 

20.5% $7,412 • 
17.9 6,662 
13.8 6,191 

AFDCCrant 
Percent 
Below 

Poverty 
Level Amount 

$5,460 
5,f!16 
4,950 

26.3% 
23.8· 
20.0 

Background In June 1979, the United States Supreme Court ruled that Section 
407 of the Social Security Act was unconstitutional because it discriminated on the 
basis of sex by providing AFDC benefits to families only when the father was the 
unemployed parent. Unlike the federal government, California did not discrimi
nate on the basis of sex at the time of the ruling because it provided AFDC benefits 

. to families with either unemployed fathers or mothers. The cost of the benefits 
provided to families where the mother is· the unemployed parent has been paid 
by the state and counties. . 

Following the Westcott· decision, the Department of Social Services repealed 
that part of its regulations which specified the eligibility requirements to be met 
for the AFDC-U program when both parents lived iIi the home, but the unemploy
ment of only one parent was the basis for eligibility. Specifically, it deleted the 
requirement that the unemployed parent have been in the labor. market for a 
period of 30 days prior to eligibility. 

In the May 1980 revision of expenditures, the department identified the court 
case bot did not provide an estimate of cost due to the lack of caseload data. In 
concurring with the department's proposed regulations, the· Department of Fi
nance indicated that while the regulations might increase the AFDC-unemployed 
caseload, the impact was expected to be insignificant. 

November 1980 Expenditures. The Department of Social Services' revised esti
mate of expenditures for 19~1 identifies a total cost of $35,410,100 in 19~1 
related to its Westcott vs Califano regulations. Of this amount, the state share is 
$26,320,300, the county costs are $3,186,900, and the federal costs total $5,902,900. 
The department estimates that General Fund costs in 1981-82 will be $28,380,800. 
. Because California has historically provided AFDC benefits to families where 

either the father or mother was the unemployed parent, we requested that the 
department explain why it had significantly modified its regulations following the 
Westcott decision. The department cited the folloWing considerations: 

1. . Unwarranted Distinction Between Unemployed Parents. The department 
stated that its regulations created a: distinction, without basis in federal or state law, 
between cases in which both parents were unemployed and those in which only 
one parent was unemployed. Specifically, previous regulations required that in a 
family where only one parent was unemployed, that parent had to have been "in 
the labor market forfull time employment" at least 30 days prior to receiving aid. 
No such requirement was placed on a family where both parents were unem-
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ployed. The Legislati ve Counsel has provided our office with an opinion which 
supports the department's conclusion on this point. However, it is not clear that 
the Westcott decision specifically required this change in state regulations. 

2. Labor Force Connection. The department's regulations required the unem
ployed AFDC parent to "have been in the labor market for full time employment 
at least the 30-day period immediately prior to the beginning date of aid." The 
department stated that the 30-day requirement was not in conformity with state 
statute because the Welfare and Institutions Code makes no reference to a30-day 
labor market connection. The Legislative Counsel concluded that "the labor mar
ket requirement would not, however, appear to violate the state statutory defini
tion of. employment, since that statute does require that a person be seeking 
employment." Legislative Counsel points out that "applying the rule of statutory 
interpretation that statutes must be given a reasonable construction (Great West
ern Distiller Products, Inc., v. J. A. Wather & Co., 10 Cal2d 442, 446), the labor 
market requirement can be viewed as a reasonable means of determining whether 
the person has been seeking employment." . 

3. County Application of Labor Force Connection. The department stated 
that it had received indications that the 30-day labor force connection, while 
gender neutral, was applied by the counties in a way that discriminated against 
women. The regulations required that the unemployed parent have been in the 
labor market for full time employment for at least 30 days prior to the beginning 
date of aid. Although this meant that the unemployed parent need only have been 
looking for a job, the department asserted that some counties interpreted thisto 
require the parent to have been employed full time prior to the beginning of aid. 

We are unable to determine how the counties applied the labor force connec
tion. However, if the department determined that counties were incorrectly ap
plying the regulations, the department could have prOvided instructions clarifying 
the intent and application of the rules; rather than repealing the requirement. 

Based on the information provided by the department and the opinion of the 
Legislative Counsel, it appears that parts of the regulations concerning eligibility 
of unemployed parents for AFDC benefits were inconsistent with state law, and 
other parts (30-day work requirement) were consistent. Nevertheless, it is not 
clear to us that the Westcott decision required the department to modify its 
regulations. The administration's proposal in the budget to limit eligibility for the 
state AFDC-U program, however, appears to be addressing the fiscal impact of the 
Westcott regulations. 

Funds for Preliminary Court Injunctions 
Department of Finance request. Section 32.5 of the 1980 Budget Act authorizes 

the Director of Finance to increase expenditures in the AFDC program for pur
poses which were not anticipated in the budget. The section requires the director 
to notify the Legislature, through the Joint Legislative Budget Committee, of 
increased costs in excess of $500,000 when such increases are not the result of 
enactment of a federal or state law. During 1980, the Director of Finance notified 
the Legislature on three occasions of increased costs in the AFDC program due 
to pending court cases. In May and June 1980, the director requested a waiver of 
the 30-day waiting period in order to allow the Department of Social Services to 
issue instructions directing counties to comply with preliminary court injunctions 
in the cases of Vaessen v. Woods and North Coast Coalition v. Woods. In. addition, 
the director proposed in October 1980 to allow the department to issue emergency 
regulations to comply with a preliminary court injunction in the case of Angus v. 
Woods. 
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Legislative Response. The Joint Legislative Budget Committee de~edthe re
quest for a: waiver of the 30-day waiting period in the Vaessen and North Coast 
Coalition cases because the department was appealing the court's decision. Be
cause final decisions had not been issued in the cases, there was no basis for 
determining what, if any, changes the state would be required to make in its 
program. In addition, compliance with the preliminary injunctions would have 
resulted in sigriificant General Fund costs (in 1980-81 approximately $2.8 million 
in theVaessen case and $2.6 million in the North Coast Coalition case) which the 
department. would. not be able to recoup ifit ultimately prevailed in court. In 
conclusion, the committee denied the request for a waiver of the 30-day waiting 
period and urged that the Directors of the Departments of Finance and Social 
Services use all legal means to maintain the status quo, pending a final decision 
invalidating the· existing regulations. . 

Funds made available for court decisions. On October 28, 1980, the Director 
of Finance notified the Joint Legislative Budget Committee that she had ex
hausted all reasonable legal means available to the state to resolve the cases. 
Accordingly, s~e stated that she had approved the issuance of all-county letters in 
the Vaessenand North Coast Coalition cases and emergency regulations in the 
Angus case. The director n()ted that the North Coast Coalition case had been 
decided on its merits by the First District Court of Appeal on October 1, 1980. In 
additiOll, she pointed out that the federal government had concluded that state 
regulations which were at issue in the Angus case were out of compliance with 
federal requirements. . . 

The director concluded that by approving funds for the North Coast Coalition 
and Angps cases, she had no choice but to approve funding for the Vaessen case 
even though the department was continuing t() appeal the decision. The director 
stated that under the language in Section 32.5 of the 1980 Budget Act,she did not 
have the discretion to pick and choose the cases for which funds were made 
available. 

Proposed control language. In order· to restrict the availability of funds for 
court orders,the 1981 Budget Bill contains control language which provides that 
no funds are appi;opriated or available for court orders until a final court decision 
on the merits is issued. The intent of this language is to prohibit the administration 
from modifying its regulations in order to comply with. court orders until a final 
decision invalidating the regulations is issued. Our analysis indicates that the 
prop()l!ed language responds to the issues previously identified by the Joint Legisla
tive Budget Committee. We·recommend approval. 

Performance Standards for Administering the AFDC Program 
We recommend "Genera/Fund reduction of$4,3!J3,213 from Item 518-101-001 (a), AFDC 

cash grants, because funds are overbudgeted given the. application of fiscal sanctions. 
This issue is discussed()n page 1011 of the Analysis under Item 518-101-001 (d), 

. County Administration of Welfare Program. 
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Department()f S()cialServices 

STATE SUPPLEMENTARY PAYMENT PROGRAM FOR THE 
AGED, BLIND AND DISABLED 

Item 518-101 (b) from the Gen
eral Fund Budget p. HW 166 

Requested 1981-82 ..... ' .................................................................... $1,051,005,000 
Estimated 1980-81 ............................................................................ 1,251,981,900 
Actual 1979-80 ................................................................................... 1,087,536,118 

Requested decrease $200,976,900 ( -16.Lp~rcent) 
Total recommended reduction .... :............................................... None 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Optional Supplementation of Federal SSI Benefits. Recommend 

. enactment of legislation which requires legislative approval of pro- , 
gram changes in those cases where state supplementation of federal 
SSI benefits is optional. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

1002 

The supplemental Security Income/State Supplementary Payment (SSI/SSP) 
program is a federally-administered program under which eligible aged, blind and 
disabled persons receive financial assistance. It began on January 1,1974 when the 
federal Social Security Administration assumed responsibility for administration of 
the cash grant program which provides assistance to California's eligible aged, 
blind and disabled. Prior to that, California's. 58 county welfare departments ad
ministered a joint federal-state-county program which provided cash assistance to 
these recipients. The federal and state governments share the grant costs of the 
SSI/SSP program. The federal government pays the cost of the SSI grant and the 
state pays the cost of the SSP program. 

ANALYSIS AND RECOMMENDATIONS 

Current Year Deficiency 
The budget estimates that there will be a defiCiency of $11,267,168 in the SSI/ SSP 

program for 1980-81, primarily due to increased caseload. The 1980 Budget Act 
assumed a total SSI/SSP (!aseload of704,742 persons. The departnient'smost recent 
estimate projectS a caseload of707,528, or 2,786 more recipients than anticipated 
for 1980-81. All of the caseload increase is in the disabled. category. 

Budget Year Proposal 
The budget proposes an appropriation of $1,051,005,000 from the GeneralFund 

for the state share of the SSI/SSP program in 1981-82. This isa decrease of 
$200,976,900, or 16~1 percent, below .estiinated current year expenditures. Federal 
expenditures of $886,985,400 are proposed for 1981-82, an increase of $100,946,900, 
or 12.8 percent, over estimated current year expenditures. . . 

Total expenditures of $1,937,~,400 are proposed for the SSI/SSP program for 
1981-82, as shown m Table L This is a decrease of $100,030,000, or 4.9 percent, 
below estimated current year expenditures. 

~1685 
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Table 1 
Total Expenditures for the SSI/SSP Program 

1980-81 and 1981-82 

Ertimated Proposed 
J9tJO...IjJ J98J-82 

Federal ....................................................... . $786,038,500 $886,985,400 
State .......................................................... .. 1,251,981,900 1,051,OOS,OOO 
County ....................................................... . 

Change 
Amount 

$100,946,900 
.:...200,976,900 

Percent 
12.8% 

-16.1 

Totals ................................................... ;.. $2,038,020,400 $1,937,990,400 -$100,030,000 -4.9% 

Federal Revenue Sharing Funds 
Budget Bill language in Item 954 specifies that $180.3 million, plus any interest 

earnings, shall be appropriated from the Federal Revenue Sharing Fund to the 
General Fund to finance part of the state's cost of the SSP program. Language in 
Item 518 (the SSP appropriation) specifies that the revenue sharing funds will be 
expended prior to the expenditure of the remaining General Fund amount appro
priated in the item. 

Expenditures by Category of Recipients 
Grant payments in the SSI/SSP program are made to three general categories 

of recipients, as shown in Table 2. Total grant expenditures to aged recipients are 
proposed at $657,183,900, a decrease of 9.2 percent below estimated current year 
expenditures. In addition, the budget proposes $1,221,139,200, from all funds, for 
cash grants for disabled recipients~ This is a decrease of$30,737,900, or 2.5 percent, 
below the estiinated current year expenditures. The budget also proposes to spend 
$59,667,300 for cash grants for blind recipients, a decrease of 4.2 percent below 
estimated current year expenditures. 

Proposed General Fund Budget Decreases 
Table 3 shows the proposed changes in General Fund expenditures for the SSP 

programs. General Fund expenditures are proposed to decrease by $200,976,900 
in 1981-82. This consists of $14,954,200 in increased costs and $215,931,100 in re
duced expenditures. The major cost increase is $11,849,300, due to anticipated 
caseloadgrowth. The budget also contains General Fund costs of $2,551,900 for 
Indochinese refugees who, because they have been in the United States more than 
three years, are not eligible for 100 percent federal funding. The $2,551,900 repre
sents the state's share of costs for these individuals, which will be matched by 
federal funds. In addition, the budget contaiils$200,OOO to provide cost-of-living 
increases to a category of recipients known as "mandatory supplementation 
cases." 

Three factors account for the decrease of $215,931,000 in General Fund expendi
tures for the SSI/SSP program. First, recipient unearned income (for example, 
Retirement, Survivors, Disability and Health Insurance) is estimated to increase 
by 12.3 percent on July I, 1981. This will result in increased unearned income of 
$136.3 million which will reduce total SSP grant costs. Second there is a savings of 
$64.1 million as a result of annualizing a 13 percent cost-of-living adjustment, 
rather than a 15.48 percent increase in 1981-82. Third, due to the method of 
calculating the SSI/SSP cost-of-living increase, federal funds, rather than General 
Fund support, will be used to provide the proposed 4.75 percent cost-of-living 
adjustment. (This issue is discussed elsewhere in the Analysis.) 



Recipient 
Aged ..................... . 
Blind ..................... . 
Disabled, .............. . 

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

Total 
$723,870,600 

62,272,700 
1,251,877,100 

$2,038,020,400 

Table 2 

Expenditures for SSI/SSP Grants by Category of Recipient 
1980-81 and 1981-82 

Estimated 1!J80..81 
Federal 

$207,478,800 
21,783,600 

556,776,100 

$786,038,500 

State 
$516,391,800 

40,489;100 
695,101,000 

$1,251,981,900 

Total 
$657,183,900 

59,667,300 
1,221,139,200 

$1,937,990,400 

Proposed 1981-82 
Federal 

$231,737,100 
24,668,800 

630,579,500 

$886,985,400 

State 
$425,446,800 

34,998,500 
590,559,700 

$1,051,005,000 

Percent Change From 1!J80..81. 
. Total Federal State 
-9.2% 11.7% -17.6% 
-4.2 13.2 -13.6 
-2.5 13.3 -15.0 

-4.9% 12.8% -16.1% 
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Table 3 
Proposed General Fund Budget Changes 

1981-82 

1980-81 Current Year Revised ..................................................... . 
A. Baseline Adjustments 

1. Basic caseload increase ..................................................... ... 
2. Cost -of-living increase 

a. 1980-81: Reduced costs as a result of providing a 13 
percent increase instead of 15.48 percent adjustment 

b. 1981-82: Reduced costs because federal cost-of-living 
funds are used to offset state grant costs ................... . 

Subtotal ................................................................................... . 
3. Reduced grant costs due to increased recipient 

unearned income 
a. 1980-81 increase adjusted for caseload ....................... . 
b. 1981-82 increase ............................. ; ................................. . 
Subtotal ................................................................................... . 

4. Federal legislation 
a. Substantial gainful employment (PL 96-265) ........... . 
b. Indochinese refugees-PL 96-212 ............................... . 

Subtotal ................................................................................... . 
5. Mandatory supplementation cases ................................... . 

Total Budget Decrease ................................................................... . 

Proposed General Fund Expenditures ....................................... . 

Caseload 

Amount 

-$64,149,800 

-12,708,100 

-$2,741,500 
-136,331,700 

$353,000 
2,551,900 

Total 
$1,251,981,900 

11,849,300 

-$76,857,900 

-$139,073,200 

$2,904,900 
200,000 

( -$200,976,900) 

$1,051,OOS,OOO 

The budget projects that the caseload for the SSI/SSP program will increase by 
8,855 persons, or 1.3 percent, as shown in Table 4. These projections are subject 
to change during the May revision of expenditures. 

Table 4 
SSI/SSP Average Monthly Persons Receiving Assistance 

1980-81 and 1981-82 

Program 
Aged ............................................................................................... . 
Blind ............................................................................................... . 
Disabled ......................................................................................... . 

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

Cost-of-Living Increase 

Ertimated 
1fJ80..81 
315,060 
17,603 

374,865 

707,528 

Proposed 
1981-82 
317,500 

17,850 
381,033 

716,383 

Change 
Persons Percent 

2,440 0.8% 
247 1.4 

6,168 1.6 

8,855 1.3% 

Current Law. Current law requires cash grants for SSI/SSP recipients to be 
increased annually to compensate for increases in the cost-of-living. The cost-of
living adjustment required on July 1, 1981 is based on the change in the California 
Necessities Index between December 1979 and December 1980. It is currently 
estimated that the cost-of-living adjustment required under existing law is 11.2 
percent. 

Administration ~ Proposal The administration proposes to suspend, during 
1981-82, the automatic cost-of-living adjustment required by current law and to 
provide instead a 4.75 percent increase on the SSI/SSP grant. Under the budget 
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proposal, federal funds made available for a cost-of-living increase on the SSI grant 
would be used to finance the 4.75 percent cost-of-living adjustment on the total 
SSI/SSP grant.. . . 

The federal government will provide $154.4 million for a 12.3 percent cost-of~ 
living increase on the SSI grant in 1981--82. The administration is proposing to use 
$141.9 million of the federal funds to provide a 4.75 percent cost-of-living adjust
ment to the total combined SSI/SSP grant. The remaining $12.5 million in federal 
funds will be used to reduce the state's SSP grant costs. Under current law, the 
state can use the federal funds to offset General Fund costs so long as the SSP grant 
levels do not drop below the December 1976 payment standards. 

Table 5 illustrates how the federal funds will be used to (a) finance the 4.75 
\ percent cost-of-living increase and (b) reduce the state's SSP grant costs. Under 

the administration's proposal, the totalSSI/SSP grant for an aged individual will 
increase by $19, or 4.75 percent, to $421 in 1981--82. Because the federal govern
ment will provide a cost-of-living increase on the SSI grant of 12.3 percent, or 
$29.30, the state's share of costs on the SSP grant will decrease by $10.30. 

Table 5 . 
SSI/SSP Maximum Grant 

Aged Individual 

1!JtIM1 
Jan-June 1981 

Total Grant .................................................................... $402.00 
SSI .................................................................................... 238.00 
SSP .................................................................................. 164.00 

1981-82 
$421.00 
267.30 
153.70 

ChIll1f{e 
Amount Percent 
$19.00 4.73% a 

29.30 12.3 
-10.30 -6.3 

a Does not equal 4.75 percent because the amount of money for the increase is rounded tothe nearest 
dollar. 

Maximum Payment Levels. Table 6 compares the maximum SSI/SSP grant 
payments, for selected categories of recipients, assuming: (a) a 4.75 percent cost
of-living adjustment as proposed by the administration and (b) an 11.2 percent 
increase required by current law. Under existing law, the maximum grant for an 
aged individual would increase by $45, to $447 in 1981--82. Under the administra
tion's proposal, the grant for an aged individual will increase by $19, to $421 in the 
budget year. 

Table 6 
Maximum SSI/SSP Grant Levels 

1980-81 and 1981-82 

Category of Recipient 
Aged/Disabled Individual 

Total grant ........................................... . 
SSI ......................................................... . 
SSP ......................................................... . 

Aged/Disabled Couple 
Total grant ........................................... . 
SSI ......................................................... . 
SSP ......................................................... .. 

Blind In~vidual 
Total grant ........................................... . 
SSI .................................... , ..... ; .............. . 

1!JtIM1 
Ertimated 

JIlI1-/une'81 

$402.00 
238.00 
164.00 

746.00 
357.00 
389.00 

SSP ........................................................... . 

45i.00 
238.00 
213.00 

Blind Couple 
Total grant .......................................... .. 
SSI ......................................................... . 
SSP ......................................................... . 

m.oo 
357.00 
520.00 

1981-82 
Govemor's 
Proposal 

4.75 Percent 
Amount Chlll1ge 

$421.00 $19.00 
267.30 29.30 
153.70 -10.30 

781.00 35.00 
401.00 44.00 
380.00 -9.00 

472.00 21.00 
267.30 29.30 
204.70 -8.30 

919.00 42.00 
401.00 44.00 
518.00 -2.00 

Canent 
Law 

11.2 Percent 
Amount Change 

$447.00 $45.00 
267.30 29.30 
179.70 15.70 

830.00 84.00 
401.00 44.00 
429.00 40.00 

502.00 51.00 
267.30 29.30 
234.70 21.70 

975.00 98.00 
401.00 44.00 
574.00 54.00 
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Fisca/Effect of Various Cost-oE-Living Increases. If the statutory cost"of-liviIig 
adjustment of 11.2 percent is provided to SSI/SSP reCipients instead of the 
proposed 4.75 percent increase, the additional General Fund cost would be $207.1 
million as shown in Chart 1. This would increase General Fund costs for this 
program to $1,258.1 million in the budget year, or $6.1 million fibre than estimated 
current year expenditures. 

Chart 1 

SSI/S$P Expenditures 
1980-81 and 1981-82 
(in millions) 

Dollars ~_--'---_____________________ --, 
$1 

1 .; Special Adjustments 

J
<- 11.2% Cost-of-living 

Additional Funds 

Federal State County Federal State. County . 
~~~--~--~~ 

1980 - 81 
(Estimated) 

1981-82 
(Proposed) 

Table 7 compares the fiscal effect of providing a 4.75 percent, rather than an 11.2 
percent, cost-of-liviIig adjustment. The administration's proposal to provide a 4.75 
percent cost of liviIig will cost $141.9 million. Federal funds will be used to fund 
the entire amount. Ail 11.2 percent cost-of-liviIig adjustment would require ex
penditures totaling $349.0 million. The cost to the state for providing an 11.2 
percent adjustment, instead of a 4.75 percent increase, would be $207.1 million in 
1981-82. 

Table 7 
Cost of Living Expenditures for $SI/SSP Grants 

Assuming Various Cost-of-Living Increases 
1981-82 

CunentLaw 
. (11.2 Percent) 

General Fund ...................................................................... $194,591,900 
Federal funds .... ~................................................................. 154,418,100 

Totals .................................................................................. $349,010,000 

Administration s 
ltoposal 

(4.75 Percent) 
-$12,508,100 

154,418,100 
$141,910,000 

lJiIference 
$207,100;000 

$207,100,000 
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Consequences of ModiFying the Cost-of-Living Adjustment For SSIISSP Recipi
ents. Failure to provide the full cost-of-living adjustment required by current 
statute would have the following consequences. 

a. Loss oFFood Stamp "Cash-Out" Status. If California does not provide the 
full cost-of-living increase, it could be required to provide food stamps to eligible 
SSI/SSP recipients. Under current federal law, California is allowed to provide 
cash in lieu of food stamps to eligible SSI/SSP recipients so long as the state: (1) 
passes on the federal cost-of-living increase for the SSI grant and (2) provides a 
cost-of-living increase for the SSP grant pursuant to current state law. This provi
sion offederallaw allows the state to avoid the administrative costs which would 
occur if county welfare departments were required to distribute food stamps to 

\ SSI/SSP recipients. 
It is uncertain whetl;1er the federal government would require the state to 

provide food stamps to eligible SSI/SSP recipients if the full cost-of-living was not 
provided in 1981-82. For example, although the state changed its cost-of-living 
formula for 198Q-81, the federal government did not require it to provide food 
stamps to SSI/SSP recipients. 

The issue in 1981-82 may be different, however. While the state changed its 
method for calculating cost-of-living increases in 1980-81, it provided the max
imum increase required by the new formula. In 1981-82, the administration is 
proposing to provide an adjustment which is less than that required by the current 
cost-of-living formula. 

If the state loses its "cash-out" status, the state and counties would incur adminis
trative costs of approximately $40 million to provide food stamps to eligible SSI/ 
SSP recipients. Under current sharing ratios, the state and counties each would pay 
$20. million. The federal government would contribute $40 million. 

b. Failure to Meet the Federal Government's Maintenlfllce of EFFort Require
ment (PL 94-585). In order to receive federal Title XIX Medicaid funds (Medi
Cal), the state is required to either (1) maintain its gross expenditures for the SSP 
program at the current year levels or (2) maintain the state payment levels 
provided in December 1976. The state has been complying with this law by meet~ 
ing the gross expenditure test. If a 4.75 percent cost-of-living increase is provided, 
the state's expenditures for the SSP program would be insufficient to meet the 
gross expenditure test. If the state fails to meet the gross expenditure test, it could 
still avoid the loss of Medicaid funds by insuring that SSP grants for· all categories 
of recipients did not drop below the grant levels paid in December 1976. In order 
to meet this requirement, the state would be required to provide the cumulative 
amount of all SSI cost-of-living increases since December 1976 to mandatory sup
plementation cases. The Governor's Budget contains $200,000 to provide the cost
of-living increases to the mandatory supplementation cases during 1981-82. 

Historical Cost-of-Living Increases For SSIISSP Recipients. Each month, SSI/ 
SSP recipients receive a single monthly check from the federal government. The 
amount of the check covers the federal grant payment for SSI and the state grant 
payment for SSP. Both the SSI and SSP grants consist of a basic grant amount and 
a statutorily set cost-of-living factor. The basic grant represents the cost of obtain
ing necessary living needs, such as food, clothing, shelter and utilities. The purpose 
of the cost-of-living adjustment is to help the purchasing power of grants to SSIl 
SSP recipients keep pace with the rising costs of food, shelter, transportation and 
other necessities of life. 
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Table 8 shows the increase in SSI/SSP grants for an aged or disabled individual 
from the beginning of the program in January 1974 through 1981-82. During this 
seven-year period, the SSI/SSP grant increased aimually at a rate of 8.0 percent. 

Table 8 
SSI/SSP Grant Increases for an Aged Individual 

January 1974 to 1981-82 

]anuary-JWle 1974 ................................................................................................................. . 
1974-75 ..................................................................................................................................... . 
1975-76 ..................................................................................................................................... . 
197~77 ........................................................................................................................... ; ........ .. 
1977"':78 ..................................................................................................................................... . 
1978-79 ............................................................................................... ;.: ................................... . 
1979-80 ..................................................................................................................................... . 
198()..;81 

July-December· 1980 .............................................. ; ......................... : ......... ~ ..................... . 

1~~~~~~~ .. ~~~.:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 

SSI/SSP 
Grant 
$235.00 
235.00 
259.00 
276.00 
296.00 
307.60 
356.00 

420.00 
402.00 

$421.00 

Percent 
Increase 

10.2% 
6.6 
7.2 
3,9" 

15.7 

18.0 
12.9 
4.7% 

aReflects the effect of the SSI cost-of-Iiving increase for 1978-79. The SSP cost-of-Iiving increase was 
suspended except for July and August 1978 when the total grant payment for an aged indiVidual was 
$322. 

b Proposed by the administration. 

California's SS/ISSP Grants Compared to Other States. The federal govern
ment allows states, attheir option, to supplement the federal SSI benefits. Califor
nia supplements the SSI benefits through the State Supplementary Payment (S~P) 
program. Table 9 shows the SSI/ SSP benefits for an aged individual for the 10 most 
populous states as of January 1, 1981. Of the 10 states, six supplemented the basic 
grant, with California prOviding the largest supplementation of $164, followed by 
New York witha monthly supplement of $63. California's supplementation was 160 
percent more· than that prOvided by New ·York. . 

Table 9 
State Comparison· 

Maximum Monthly SSI/SSP Grant Levels . 
ForAn Aged Individual, Ten Largest States 

. . January 1, 1981 

State Total Grant FederiJl SSI 
California ............... ;...................................................................................... $402 
New York b 

.......................................... ;....................................................... ·.301 
Texas.............................................................................................................. 238 

=~~v~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::. 
Ohio •........................... ; ............ ;.................................................................... 238 
Mic1Ugan b •••••.••••••.•••••••••••••.•••••.•••••••••.••.••••••••••••••.••.•.•• ,................................ 262 .. 
Florida ... , ................. ; •...... : ............... ; .............................. , ....................... ,..... 238 
New Jersey· ............................ ;..................................................................... 261 
Massachusetts .......................................•....... :.............................................. 357 
a In descending order by state population. 
b Grant levels vary by region within the state. 

$238 
238 
238 
238 
238 
238 

,238 
238 
238 
238 

State SSP 
$164 

63 
o 

32 
o 
o 

24 
o 

23 
19 
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.. Table 10 shows the maxinium SSI/SSP grantlevels for aged couples.as ofJanuary 
1, 1981. Of the 10 most populous states, California's grant level was the highest at 
$746 per month. Six of the 10 states supplemented the federal grant. Four of the 
six states provided supplemental payments of less than $101), California provided 
the largest supplemental grant of $389, followed by Massachusetts with a: supple
ment of $215 per month. California's supplement is $174, or 81 percent, more than 
that provided by Massachusetts. 

Table 10 
State Comparison 

Maximum Monthly SSI/SSP Grant Levels 
For An Aged Couple. Ten Largest States 

January 1. 1981 

State Total Crant 
California...................................................................................................... $746 
New York .................................................................................................... 436 
Texas.............................................................................................................. 357' 
Pennsylvania................................................................................................ 406 
Illinois ............................................................................................................ 357 
Ohio .............................................................................................................. 357 
Michigan ............................................... , .... ,................................................. 393 
Florida .......................................................................................................... 357 
New Jersey .................................................................... ~............................. 369 
Massachusetts .............................................................................................. 572 

Fedei'al SSf 
$357 
357 
357 
357 
357 
357 
357 
357 
357 
357 

State SSP 
$389 

79 
o 

49 
o 
o 

36 
o 

12 
215 

Maximum SSIISSP Levels Compared to Poverty Levels. One of the objectives 
of the SSI/SSP program is to provide aged, blind arid disa!:>ledrecipients with a 
minimum standard of living. One way of assessing whether this objective has been 
achieved is to compare the maximum SSI/SSP grant amounts with the poverty 

. levels for various family sizes. Although iUs difficult to define the true poverty 
level, the Bureau of the Census publishes annually an estimate of "poverty thresh
olds." The thresholds, which are intended to reflect the costs for minimum l'lutri
tion and other items for various. family sizes; are updated· a.rulually to reflect 
changes in the Consumer Price Index (CPI). For a family below the poverty level, 
the difference between a family's income and the threshold represents the amount 
of additional money needed to reach the poverty level. 

The use of the overall CPI to increase the poverty thresholds can overstate the 
true poverty level. This is because the index includes the impact of increased costs 
for items which many grant. recipients do not purchase. For example, a major 
cause of rapid CPI inflation in 1979 (11.3 percent) involved escalating housing 
costs and rising mortgage interest rates. Although most grant recipients are rent
ers and do not purchase homes,. the impact of rising housing costs is included in 
the index for increasing the poverty level. On the other hand, to the extent that 
the original market basket used to define the poverty threshold excludes goods 
which welfare recipients purchase, this measure could understate the true poverty 
level. 

Keeping in mind these limitations of the poverty definition, Table 11 compares 
the SSI I SSP grant levels in California with the poverty levels for an aged individual 
and a two-person family (head of household over age 65). The grant amounts do 
not include the value of other benefits, such as Medi-Cal, which the family may· 
receive. The table shows that recipients who received the maxinium SSI/SSP grant 
had an income which placed them above the poverty levels for 1977, 1978 and 1979. 
For example, in 1979 the poverty level for an individual 65 years of age or older 
was $3,479. During the same period, the maxinium annual SSIISSP grant was 
$3,982, or 14.5 percent ($503), above the poverty level. The poverty level for a 
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two-person household (with the head of household over age 65) was $4,390. At the 
same time, the maximum SSI/SSP grant was $7,406, or 68.7 percent ($3,016), above 
the poverty threshold. 

1979· .............. .. 
1978 .............. .. 
1977 .............. .. 

" Preliminary. 

Table 11 
Poverty Levels and Maximum SSI/SSP Grant Levels 

1977 to 1979 

Poverty 
Level 
$3,479 " 
3,127 
2,906 

Aged Individual 
SSf/SSP Grant 

Level 

Amount 
$3,982 
3,650 
3,432 

Percent Above 
Poverty Level 

14.5% 
16.7 
18.1 

Poverty 
Level 
$4,390" 
3,944 
3,666 

Aged Couple 
SSf/SSP Grant 

Level 

Amount 
$7,406 
6,844 
6,474 

Percent Above 
Poverty Level 

68.7% 
73.5 
76.6 

Eligibility for State Supplementary Payment Program 
We recommend enactment of legislation which requires legislative approval of program 

changes in those cases where state supplementation of federal SSI benefits is optional. 

General eligibility criteria for the state supplementary payment (SSP) program 
are contained in the Welfare and Institutions Code. Section 12150 of the Welfare 
and Institutions Code provides that individuals who are eligible for the federal 
Supplemental Security Income (SSI) program are· also entitled to receive SSP 
benefits. Historically; there have been few changes to the federal SSI eligibility 
requirements which have had significant fiscal impact on the state's supplementa
tion program. However, enactment of recent federal legislation (PL 96-265) sug
gests that by conditioning eligibility for state supplementation on federal 
eligibility, the· Legislature has delegated substantial authority over adoption of 
optional SSP changes to the administration. 

PL 96-265 Substantial GainFul Activity, Prior to enactment of PL 96-265, a 
disabled individual who was employed and earning more than $300 a month was 
considered to be engaged in substantial gainful activity tSGA), and therefore not 
eligible for SSI benefits. As a result of the enactment of PL 96-265, an individual 
who loses his eligibility for regular SSI benefits because of performance of substan
tial gainful activity becomes eligible for a special benefit status which entitles him 
to cash benefits equivalent to those he would be entitled to receive under the 
regular SSI program. In addition, a person who receives the special benefits is 
eligible for Medicaid and social services on the same basis as a regular SSI reCipient. 

PL 96-265 provides that state supplementation of the federal benefits for SGA 
cases is optional. The Department of Social Services has notified the Social Security 
Administration, which administers the SSI/ SSP program, that California will sup
plement the federal grant for SGA cases starting in 1980-81. 

It is the department's position that the state is required to supplement the 
Federal benefits provided to SGA cases. This is because Section 12150 of the 
Welfare and Institutions Code provides that an individual who receives SSI bene
fits is eligible for the state supplementary payment program. The department 
estimates the cost of the supplementation at $300,900 in 1980-81 and $670,000 in 
1981~2. Of the $670,000, the state will pay $640,800 and the federal government 
will pay $29,200. 
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We have no programmatic basis for recommending against the administration's 
decision to supplement federal SSI grants to individuals who demonstrate substan
tialgainful activity. To the extent that PL 96-265 encourages disabled recipients 
to work, it would have a beneficial effect. 

It appears that the administration's decision to supplement the federal SSI 
benefits provided to SGA individuals is consistent with state law concerning eligi
bility for the SSP program. (We have requested an opinion from Legislative 
Counsel as to whether receipt of SSI benefits triggers eligibility for SSP benefits.) 

Our analysis indicates, however, that this program change raises a larger issue 
oflegislative control. Specifically, it appears that state statute does not provide for 
legislative review and control over optional changes in the SSP program. In order 
to provide an opportunity for such review, we recommend legislation be enacted 
which requires legislative approval of program changes in those cases where state 
supplementation of federal SSI benefits is optional. 

Department of Social Services 

SPECIAL ADULT PROGRAMS 

Item 518-101 (c) from the Gen-
eral Fund Budget p. HW 167 

Requested 1981-82 ........................................................................ .. 
Estimated 1980-81 ............................................................ ; ............. .. 
Actual 1979-80 .................................................... : ............................ . 

Requested decrease $1,990,216 (-34.8 percent) 
Total recommended reduction ................................................... . 
a. Includes $123,000 from Emergency Revolving Fund. 

GENERAL PROGRAM STATEMENT 

$3,728,800 
5,719,016 a 

5,236,700 

None 

This item contains the General Fund appropriation to provide grants for the 
emergency and special needs of SSI/SSP recipients. The special allowance pro
grams for SSI/SSP recipients are paid entirely from the General Fund, and are 
administered by courity welfare departments. In addition, this item contains the 
cash grant costs for three special groups of recipients: (a) refugees (Indochinese, 
Cubans and others) who do not meet the eligibility criteria for other cash assist
ance programs, (b) Cuban refugees on general relief, and (c) repatriated Ameri
cans. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Current Year Deficiency 
The budget estimates a 1980-81 deficiency of $357,600 for special adult pro

grams. The deficiency is attributable to an increase in the number of uncollected 
emergency loans provided to SSI/ SSP recipients. 

Budget Year Proposal 
The budget proposes an appropriation of $3,728,800 from the General Fund for 

special adult programs administered by the Department of Social Services in 
1981-82. This is a decrease of $1,990,216, or 34.8 percent, below estimated current 
year expenditures. 
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::t Table 1 
~ t'l Special Adult Programs C :> 
C 

~ 1980-81 and 1981~ ,... ... Estimated 1!J11()..81 Prooosed 1981-82 Percent Chan{le ." :> Program County State Federal Total County State Federal Total County State Federal Total '" Z 
0 0 Special circum-
Ci) 

~ stances .............. $1,981,200 $1,981,200 $2,052,700 $2,052,700 3.6% 3.6% ~ t'l Special benefits ...... 113,500 113,500 114,300 114,300 0.7 0.7 
~ ~ Aid to the potential-

r Iyself-support -
l:D ing blind .......... 1,424,400 1,424,400· 1,561,800 1,561,800 9.6 9.6 n t'l 

Emergency loan 
0 
~ program ............ 1,409,800" 1,409,800 -100.0 -100 :r. 
~ 

Repatriated Ameri-
c cans .................... $53,000 53,000 $53,000 53,000 CD 
t:I. Indochinese re-

fugees cash as-
sistance .............. 70,480,800 70,480,800 94,893,200 94,893,200 34.6% 34.6 Cuban refugees 
cash assistance 781,300 781,300 1,658,800 1,658,800 112,3 112.3 Other refugees cash 
assistance .......... 3,670,500 3,670,500 6,455,300 6,455,300 75.9- 75.9 Cuban refugees 
general relief .. $1,161,500 

Low income energy 
355,900 1,517,400 $1,167,300 232,900 1,400,200 0.5% -34.6 -7.7 

assistance ad-
ministration ...... 790,116 790,116 -1 -100 -100 Totals .................... $1,161,500 $5,719,016" $75,341,500 $82,222,016 $1,167,300 $3,728,800 $103,293,200 $108,189,300 0.5% -34.8% 37.1% 31.6% -rT a Includes $123,000 from the Emergency Revolving Fund. 

(l) 

S 
Ot 

"""' 00 
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Total expenditures for this item are proposed at $108,189,300, an increase of 
$25,967,284, or 31.6 percent, over estimated current year expenditures. The federal 
government will pay $103,293,200, or 95.5 percent; of this amount. Total federal 
expenditures in this program, except $285,900, are for cash grants to refugees who 
normally would not be eligibl~ for assistance under the AFDC program. Due to 
a federal law, however, these refugees will receive a grant equal to the AFDC 
payment standard. This cash assistance is time-limited to three years from the date 
that the refugee enters the country. At the end of the three-year period,. the 
refugee will either receive county-funded general relief or no assistance. Table 1 
shows the proposed expenditures for special adult programs in 1981-82. 

Special Circumstances 
The special circumstances program provides adult recipients with special assist

ance in times of emergency. Payments can be made for replacement of furniture, 
equipment, or clothing which is damaged or destroyed by a catastrophe. Payments 
also are made for moving expenses, housing repairs and emergency rent. 

The budget proposes $2,052,700 for grants under the special circumstances pro
gram for 1981-82. This is an increase of $71,500, or 3.6 percent, over estimated 
current year expenditures. 

Special Benefits 
This program contains funds for (a) SSP recipients who have guide dogs and (b) 

recipients who receive assistance as a result of the Harrington -vs- ObJedo court 
case. The guide dog program provides a special monthly allowance to, cover the 
cost of dog food. The budget proposes General Fund expenditures of $108,900 for 
these allowances in 1981-82. 

The Harrington -vs- ObJedo court case concerns two welfare recipients who 
received aid under California's adult welfare program, but who were not eligible 
to receive aid under the SSIISSP program when it replaced the categorical aid 
programs on January 1, 1974. The California Court of Appeals ruled that the two 
plaintiffs were entitled to assistance at state expense. State expenditures for· this 
assistance are proposed at $5,400 in the budget year. 

Aid to the Potentially Self.Supporting Blind 
The Aid to the Potentially Self-Supporting Blind (APSB) program provides 

payments to blind recipients who earn more income than is allowed under the 
basic SSII SSP program. The program encourages these individuals to become 
economically self-supporting. The budget proposes $1,561,800 for 1981-82, which 
is an increase of $137,400, or 9.6 percent, over estimated current year expenditures. 
The increase is due to: (a) a proposed 4.75 percent cost-of-living adjustment and 
(b) an increase in caseload. 

Emergency Loan Program 
Chapter 1216, Statutes of 1973, mandates that counties provide emergency loans 

to aged, blind and disabled recipients whose regular monthly checks from the 
federal Social Security Administration have been lost, stolen or delayed. The 
budget assumes enactment of legislation which would eliminate this program 
effective July 1, 1981. 

There are two types of costs related to this program: (1) uncollected loans and 
(2) administrative costs. Counties are required to initiate collection efforts before 
determining that a loan is uncollectable. If the county is unable to collect the loan 
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from the SSIISSP recipient, the county may submit a claim for state reimburse
ment. The department estimates that the counties will be unable to collect repay
ments in 491 cases in !:he current year. As a result, state costs to reimburse counties 
for uncollected loans in 19~1 are estimated at $1.4 million. Countyadministra
tive costs, which are funded 100 percent by the state, are estimated at $0.5 million 
in 19~1. 

Temporary Assistance for Repatriated Americans 
The federal repatriate program is designed to provide temporary help to needy 

u.s. citizens returning to the United States from foreign countries because of 
destitution, physical or mental illness or war. Recipients can be prOvided tempo
rary assistance to meet their immediate needs and continuing assistance for a 
period of up to 12 months. County welfare departments administer the program 
based on federal and state guidelines. The program is 100 percent federally fund
ed. Expenditure.s for the budget year are proposed at $53,000, the same amount 
estimated to be expended in the current year. 

Refugees-Cash Assistance 
In March 1980, President Carter signed the Comprehensive Refugee Act of 1980 

(PL 96-212), which extended 100 percent federal funding for refugee assistance 
through March 30, 1981. Effective April 1, 1981, 100 percent federal funding of cash 
assistance is limited to three years from the date the refugee entered the country. 

Federal funds for cash grants to refugees who do not meet the eligibility require
ments for the AFDC program, but who, due to federal law, are receiving a grant 
equal to the AFDC payment standard are contained in Item 518-101-866 (d), Refu
gee Programs. The budget proposes expenditures of $103,007,300 from federal 
funds for these costs. This is an increase of $28,074,700, or 37.5 percent, over 
estimated current year expenditures. The significant increase in expenditures is 
due to projected caseload growth. The department estimates that the number of 
refugees receiving assistance under this special program will. increase from ap
proximately 41,614 in the current year to 57,772 in the budget year,an increase of 
16,158 recipients, or 38.8 percent. 

Department of Social Services 

COUNTY ADMINISTRATION OF WELFARE PROGRAMS 

Item 518-101 (d) from the Gen
eral Fund Budget p. HW 169 

Requested 1981-82 ........................................ ; ................................. $110,092,643 
Estimated 1980-81............................................................................ 102,249,654 
Actual 1979-80 ...................... ;........................................................... 87,406,111 

Requested increase $7,842,989 (+7.7 percent) 
Total recommended reduction .................................................... None 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Cost-of-Living Increases for County Welfare Departments. Recom

mend adoption of control language to limit funds appropriated by 
the Budget Bill for county cost-of-living increases for personal, and 

Analysis 
page 

1009 
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nonpersonal, services to the amount consistent with the percentage 
increase authorized by the Legislature. Further recommend adop
tion of supplemental language directing the department to admin
ister the 1981-cost control plan accordingly. 

2. Performanc~. Standards for Administering the AFDC Program. 
Recommend: 
a. General Fund Reduction of $4,393,213 from Item 518-101-001 (a), 1016 

AFDC cash grants, because funds are overbudgeted given the 
application or fiscal sanctions. 

b. Department advise the Legislature during budget hearings on: 
1. Criterion to be used to eliminate or reduce amount of county 1016 

fiscal liability for October 1979":March 1980. 
2. Whether counties will be held fiscally liable for high error rates 1017 

for April-September 1980 review period. 
3. Whether counties can be held fiscally liable using regulations not 1017 

in effect throughout the October 1980-March 1981 review peri-
od. 

c. Department submit a plan to the Legislature for reducing error 1018 
rates in specified counties. 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriation for the state's share of costs 

incurred by the counties for administering: (a) the AFDG program, (b) the Food 
Stamp program, and (c) special benefits and emergency payment programs for 
aged, blind, and disabled recipients. In addition, it identifies the federal and 
county costs of administering cash assistance programs for refugees. The costs for 
training county eligibility and nonservice staff also are included in this item. 

ANALYSIS AND RECOMMENDATIONS 

Current. Year Deficiency .. 
The budget estimates that there will be a deficiency of $4,632,254 in county 

administration for 1980-81. Of this amount, $1,510,900 is due to regulations issued 
by the department following the Westcott vs. Califano court case. The remaining 
$2,369,500 results from an unanticipated caseload increase in the food stamp pro
gram. 

Budget Year Proposal 
The budget proposes an appropriation of $110,092,643 from the General Fund 

as the state share of county administration of welfare programs in 1981-82. This 
is an increase of $7,842,989, or 7.7 percent, over estimated current year expendi
tures. 

Total expenditures of $544,245,014 are proposed for county administration of 
welfare programs in 1981-82. This is an increase of $40,826,288; or 8.1 percent, over 
estimated current year expenditures. Table 1 shows the total expenditures for 
county welfare department administrative costs. 

Table 2 shows the proposed changes in General Fund expenditures for county 
administration for 1981-82. The largest General Fund increase is $6,416,900 due to 
projected caseload increases in the nonassistance food stamp program. Three 
program changes proposed by the administration will reduce General Fund costs 
for county welfare department administration by $2,149,662. The proposed 
changes are (1) limit eligibility for the state AFDC-U program (-$1,233,700) (2) 
eliminate 80 percent supplementation of AFDC grants (-$436,900), and (3) elimi
nate emergency loans to SSIISSP recipients (-$479,062). 



Table 1 

Expenditures for County Welfare Department Administration 
1980-81 and 1981-82 

(in thousands) 

EstimiJted 1!J80..81 
ProPOSed 1981-82 

Percent chan.ee Program 
AFDC administration ............................................................... . 

Federal State County Total Federal State County . Total Federal State County ToW 
$148,761 $73,326 $73,327 

Nonassistance food stamp administration .................... ; ....... ;. 
Child support enforcement 

$295,414 $155,133 $74,012 $74,012 $303,157 4.3% 0.9% 0.9% 2.6% 51,018 25,509 25,509 102,035 66,299 33,150 33,150 132,599 30.0 30.0 30.0 30.0 

Welfare ..................................................................................... . 
Nonwelfare ............................................................................... . 

Special adult programs ............................................................. . 
Refugee cash assistance ............................................................ .. 
Staff training .... , .......................................................................... . 

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

52,257 17,419 69,677 52,264 17,421 69,685 
13,321 4,440 17,761 13,321 4,440 17,761 

2,384 18 2,402 1,907 18 1,925 -20.0 -19.9 7,840 48 7,888 10,877 49 10,926 38.7 2.1 38.5 
6,182 1,030 1,030 8,242 6,144 1,024 1,024 8,192 -0.6 -0.6 -0.6 -0.6 

$279,379 $102,249 $121,791 $503,419 $304,038 $110,093 $130,114 $544,245 8.8% 7.7% 6.8% 8.1% 
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Table 2 

County Welfare Department Administration 
Proposed ·1981-82 General Fund Changes 

1980-81 Current-Year Revised ................................................................. . 
Baseline Adjustments 

A. AFDC Administration 
1. Basic caseload ................................................................................. . 
2. Cost-of-living 

a. 1980-81 cost-of-living adjusted for caseload ....................... . 
b. 1981-82 ....................................................................................... . 

3. Refugees ........................... : .................. , ............................................ . 
4. Court cases 

a. Westcott .................................................................................... .. 
b. Others .: .......................................................................•................ 

5. Special adjustments 
a. Limit AFDC/U-state eligibility .............•......•......•................... 
b. Eliminate 80 percent supplementation ............................. . 

6. Other adjustments ..................................................................... ; ... . 
Subtotal ......................................................................................... . 

B. Nonassistance Food Stamps 
1. Basic caseload ................................................................................. . 
2. Cost-of-living 

a. 198().:81 cost.of-living adjusted for caseload ....................... . 
b. 1981-82 ....•.........................................................................•......... 

3. Refugees .................................................. ; ........................................ . 
4. Other ................................................................•................................. 

Subtotal ......................................................................................... . 
C. Special Adults 

1. Special adjustments 
a. Eliminate emergency loans to SSI/SSP recipients , ........ . 

2. Other ............................................................................................... . 
Subtotal ....................................................................................... . 

D. Staff Development ............................................................................. . 
E. Total Budget Increase ....................................................................... . 
F. General Fund Expenditures ......................................................... ... 

Cost 

$1,368,600 

148,500 

265,500 

328,100 
9,100 

-1,233,700 
-436,900 

236,711 

$6,416,900 

777,800 

504,500 
-58,304 

-$479,062 
1,544 

Total 
$102,249,654 

$685,911 

$7,640,896 

-$477,518 
-$6,300 

($7,842,989) 
$110,092,643 

Cost-of-Living Increases· for County ·Welfare Department Employees 
We recommend adoption of control language which would limit funds appropriated by 

the Budget Bill for county cost-of-living adjustments for personal, and non personal seniices, 
to an amount consistant with the percentage increase authorized by the Legislature. We 
further recommendadoption of supplemental language directing the department to adminis-
ter the 1981-:82 cost control plan accordingly. . 

Item 518(d) appropriates $110,092,643 as the state's share of costs fOTcoUnty 
administration of welfare programs. This amount does not contain the state's share 
of funds to provide a cost-of-living increase to county employees during 1981~2. 

Under current law, costs for county administration of the AFDC and food stamp 
programs are shared by the federal government (50 percent), state government 
(25 percent), and county government (25 percent}. Unless control language is 
added to the Budget Bill, the state is obligated to reimburse the counties for its 
share of cost-of-living increases provided by local governments to their employees. 

In the current fiscal year, the Legislature appropriated funds to provide a 9 
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percent cost-of-living adjustment for county welfare department employees. The 
funds were intended to cover increases in personal services (salaries, and em
ployee benefits) and nonpersonal services (operating expenses and equipment) . 
Although the Legislature appropriated funds for a 9 percent cost-of-living adjust
ment, counties have granted cost-of-living increases which average 10.09 percent. 
Table 3 shows the cost-of-living increases for personal services (salaries, and staff 
benefits) prOvided in 1980-81 by counties with large and medium size welfare 
caseloads. 

Table 3 
Cost-of-Living Increases For Personal Services 

County Welfare Department Employees 
1980-81 

Eleven Largest Counties 
Alameda ........................................ : .................................................................................................. . 
Contra Costa ................................................................................................................................... . 
Fresno ............................................................................................................................................... . 
Los Angeles ..................................................................................................................................... . 
Orange ............................................................................................................................................... . 
Riverside ........................................................................................................................................... . 
Sacramento ....................................................................................................................................... . 
San Bernardino ................................................................. ; ............................................................. . 
San Diego ......................................................................................................................................... . 
San Francisco ................................................................................................................................... . 
Santa Clara ....................................................................................................................................... . 

Fourteen Medium Size Counties 
Butte ................................................................................................................................................... . 
Humboldt ......................................................................................................................................... . 
Kern ................................................................................................................................................... . 
Merced ...........................................................................................................................................•.... 
Monterey ........................................................................................................................................... . 
San Joaquin ....................................................................................................................................... . 
San Mateo ......................................................................................................................................... . 
Santa Barbara .................................................................................................................................. ;. 
Santa Cruz ....................................................................................................................................... . 
Solano ................................................................................................................................................. . 
Sonoma ............................................................................................................................................. . 
Stanislaus ........................................................................................................................................... . 
Tulare ................................................................................................................................................. . 
Ventura ............................................................................................................................................. . 

Cost-ol-Living 
Increase 

Not Reported 
10.78% 
7.38 

10.73 
Not Reported 

12.73 
13.20 
927 
7.49. 
8.52 

Not Reported 

Not Reported 
7.19 

11.58 
10.73 

Not Reported 
9.12 

H.91 
11.07 
10.04 
9.55 

H.04 
9.15 
8.74 
6.81% 

The issue of cost-of-living increases is likely to become an even more important 
fiscal issue in 1981--82 if the Budget Act contains no funds or only limited funds for 
county employee salary and benefit increases. For example, if the Legislature 
appropriated funds for a 4 percent increase but the counties granted a 9 percent 
adjustment, the additional cost would be approximately $5.2 million from the 
General Fund and $10.1 million in federal funds. Moreover, in subsequent fiscal 
years, the 9 percent cost-of-living adjustment would be built into the base expendi
tures against which next year's increase is applied. 

The issue facing the Legislature is: should the state pay for the cost of salary and 
benefit increases granted by the counties that exceed the percentage increase 
provided for by the Legislature? There is no explicit legislative policy on this 
matter at the present time. 
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We believe that the state should establish the policy that it is not obligated to 
pay for the cost of salary increases in excess ofthe percentage increase provided 
for by the Legislature. We recommend the Legislature establish this policy (a) to 
avoid possible cost overruns in the county administration item and (b) to avoid 
different percentage increases for state and county emloyees. Accordingly, we 
recommend that Budget Bill language be added which (a) makes clear that the 
state will not pay the cost-of-living increases above the percentage increase pro
vided in the Budget Act, regardless of whether funds are available in this item to 
fund such increases, and (b) instructs the department to administer the 1981-82 
cost control plan accordingly. The following Budget Bill language is consistent 
with this recommendation: 

"Provided further, that notwithstanding any provision of law to the contrary, 
none of the funds appropriated by this act for Program 10.20, county administra
tion, shall be used by counties to provide a cost-of-livingincrease to county 
welfare.departments for personal,and nonpersonal services, which exceeds the 
percentage increase authorized by the Legislature in this act for 1981-82. 

"Provided further, that the .1981-82 county administrative cost control plan for 
program 10.20, county administration, shall contain a provision which specifies 
that the share of any county cost-of-living increase for personal, and nonpersonal 
services, which exceeds the percentage increase authorized by the Legislature 
shall be the sole fiscal responsibility of the county." 
Even if the Legislature chooses to limit state funds for county cost-of-living 

increases in the budget year, any cost-of-living adjustments granted and paid for 
by the counties which exceed the percentage increase for which state funds are 
available in 1981-82 would automaticallY be built into the following year's budget 
for county administration. To prevent this from happening, we recommend that 
the Legislature instruct the. department to operate the cost control plan in such 
a manner that any cost-of-living increase provided by counties for 1981-82 above 
the amount of state reimbursement shall be a permanent county fiscal obligatiori. 
The following supplemental report language is consistent with this recommenda
tion: 

"The department's 1982-83 request for funds for county administration shall not 
include the cost of any 1981-82 cost-of-living lncreasesfor personal, and nonper
sonnel services which exceeds the percentage increase authorized by the Budget 
Act of 1981. The department shall notify the counties that the state will not pay 
for excess cost-of-living increases and that the increases granted in excess of the 
percentage approved by the Legislature shall be a permanent county fiscal obliga
tion. The department shall maintain documentation which indicates that county 
cost-of-living increases granted by counties which exceed the amount of state 
reimbursement shall be excluded from the 1982-83 funding requests made in 
January and May 1982. Finally, the 1981-82 and 1982-83 county administrative cost 
control plans shall contain a provision which explicitly provides that any county 
authorized increases for personal and nonpersonal services provided in 1981-82 
which exceed the percentage increase authorized in the Budget Act of 1981 shall 
be the permanent fiscal obligation of the county." 

Performance Standards for the Administration of the AFDC Program 
We recommend: 

1. A General Fund reduction of $4,393,213 from Item 518-101-()()1 (a), AFDC 
cash grants, because funds are overbudgeted given the application of fiscal 
sanctions. 

2. The Director of the Department of Social Services advise the Legislature 
during budget hearings 011: 
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·(a) The criterion he will use to eliminate or reduce the amount of the fiscal 
. liability assessed on 13 counties for the review period of October 197~ 

March 1980. 
(b) Whether counties wiD beheld fiscally liable for errors which exceed the 

statewide error rate during the April-September 1980 review period 
(c) Whether counties can beheld fiscally liable using regulations which were 

not in eRect throughout the October 1980-March 1981 quality control 
period. 

3. The department submit a plan to the Legislature prior to the budget hearings 
for reducing the error rates in specified counties. 

Background As a result of SB 154 in 1978, the state assumed the county share 
of grant costs for the AFDC program for 197B-79, while the counties continued to 
administer the program. In addition, the act gave the Director of the Department 
of Social Services the authority to establish a statewide error rate standard against 
which the performance of counties in their administration of the AFDC program 
could be measured. Furthermore, the act authorized the director to hold counties 
financially liable for errors above the statewide error rate standard. Under this 
proVision of SB 154; the director can recoup funds misspent by counties in excess 
of the statewide performance standard. ' 

The department issued regulations establishing a4 percent payment error rate 
standard for 1978-,.79. The payment error rate consists of payments to ineligible 
recipients and overpaymerits. to eligible recipients. 

AB 8 incorporated the provision of SB 154 concerning county liability for high 
error rates. In addition,AB 8 required that the Joint Legislative Budget Commit-, 
tee be notified of the performance standard for 1979-80, and that beginning with 
fiscal year 1980-81, the standard be established annually in the Budget Act. The 
1980 Budget Act established a 4.0 percent error rate standard for the review period 
of October 1980-March 1981· and a 3.75 percent standard for April-September. 
1981. The· 1981 . Budget Bill proposes. a 4.0 percent standard for October 1981-
September 1982. 

The federal government has issued regulations which provide that federal 
matching funds will not be available for erroneous expenditures by states in excess 
of a specified error rate standard. Federal regulations require that states achieve 
a payment error rate of 4.0 percent for the quality control periods of October 1, 
1982-September 30, 1983. In addition; the regulations require the states to reduce 
their error rates by one-third decrements starting with the October 1980-Sepb:im~ 
bel' 1981 review period.F~ure of states to achieve the interim reductions .or the 
ultimate 4.0 percent level will result ill a reduction in. federal financial participa
tion. The departmerit indicates that because California's error rate in the base 
period (April-September 1978) was below 4.0 percent, the state must achieve the 
4.0 percent standard for the review period of October 1980-September 1981 and 
subsequent review periods. . 

. California's Error Rate. Historically, California's error rates for the administra
tion of the AFDC program have been among the lowest of all states. Similarly, 
among the states with the largest caseloads, California has had one of the lowest 
error rates. Table 4 compares California's error rate with those of six .other states 
for the three quality control review periods between April 1978 and September 
1979. The table shows that during this period: 

• California's payment error rate was below the national average in each of the 
review periods. During April-September 1978, California's error rate was 3.7 
percent while the national average was 9.4 percent. New York, with an 8.8 
percent error rate, came closest to California's performance, During the Octo-



Item 518 HEALTH AND WELFARE / 1013 

ber 1978-March 1979 review cycle, when California's error rate increased to 
7.2 percent, the national average was 10.4 percent. In the last review period 
for which national data are available, California's error rate was7.8 percent 
and the U.S. average was 9.5 percent. -

• California's error rate ahnost doubled-it increased by 95 percent~between 
the review periods of April-September 1978 and October 1978-March 1979. 
During the same period, the error rate nationwide increased 10.6 percent . 

• California's error rate increased again during the April..,.September 1979 peri
od from 7.2 percent to 7.8 percent. During the same period, the error rate for 
the six states as well as the nation decreased. In sum, California's error rate 
which was significantly below the -national average on September 30, 1978, 
more than doubled during the following 12-month period. 

Table 4 
AFDC Payment Error Rates· 

April 1978-September 1979 

April-
State September 1978 

California;............................................................................... 3.7% 
lllinois ...................................................................................... 17.1 
Massachusetts ........................................................................ 15.9 
Michigan ................................................................................ 9.2 
New york................................................................................ 8.8 
Ohio ........................................................................................ 9.5 
Pennsylvania.......................................................................... 16.3 
U.S. Average .......................................................................... 9.4 

• Includes technical errors. 

Chart 1 

-October 1978-
Match 1979 

7.2% 
13.8 
24.8 
10.3 
10.3 
11.9 
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Chart 1 shows the trend in California's paYment error ratebetweenJwlUary1974 
and September 1979. During that period, the errOr rate decreased from a high of 
9.8 percent in January-June 1974 to a lowof3.5 percent inJanuary-June 1977. Since 
June 1977, California's error rate has more than doubled from 3.5 percent to 7.8 
percent, as of September 1979. 

California's mo~t recent error rate of 7.8 percent represents misspent funds 
totaling $70,336,000. Of this amount, the state share is $33,794,600, the county share 
is $1,963,000, arid the federal amount is $34,623,400. The Department of Social 
Services has pointed out that the error rate of 7.8 percent includes errors related 
to the treatment of social security numbers over which the federal government 

Table 5 
Thirty-Five Largest Counties 
AFDC Payment Error Rates C 

October 1978-March 1980 

October 1978- April-
County March 1979 September 1979 
Alameda a ............................................................................ 5.9% 
Butte...................................................................................... 1.7 
Contra Costa b ••••.••••••.•.•••.•••••.••••••••.•••..•.••.••••••••.••••• ~.......... 7.3 
Fresno .................................................................................. 3.9 
Humboldt .............................. :............................................. 1.4 
Imperial................................................................................ 4.0 

~1s:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~:~ 
Los Angeles.......................................................................... 7.4 
Madera.................................................................................. 3.7 
Marin a ..................................................................... ~............ 5.7 
Mendocino .......................................................................... 4.5 
Merced b ................................................. ~ ........................ ;... 4.1 
Monterey b ........................................................................... 4.0 

~k~~.~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 4.8 d 

Riverside .............................................................................. 3.2 
Sacramento .......................................................................... 2.4 
San Bernardino b ................................................................ 7.3 
San Diego • .......................................................................... 9.5 
San Francisco·.................................................................... 10.7 
San Joaquin .......................................................................... 3.3 
San· LuiS Obispo.................................................................. 6.6 
San . Mateo • .......................................................................... 8.5 
Santi Barbara b .................................................................. 4.4 
Santa.Clara ... ::...................................................................... 3.6 
Santa· Cruz .... ;..................................................................... 3.3 
Shasta·..................................................................................... 3.5 
Solano b ...................................................... :~........................ 2.9 
Sonoma a .... ; ................................. ,: .......... ;............................ 7.2 
Stanislaus .................. ;.; ............... : .. , ............. ;;........................ 1.4 
Tulare ................................ :.................................................... 1.9 
Ventura ...................................... ;......................................... 5.1 

b· 
Yolo .................................................................................. ;. 3.4 
Y~ba .............................................. ;....................................... 0.9 

• Error rates above 4 percen~ for each of the three review periods. 
b Error rates above 4'percent for two out of·three review periods. 

8.8% 
1.0 
8.4 
3.0 
1.9 
3.7 
0.6 
5.3 
2.2 
2.8 
4.9 
1.5 
3.4 
5.6 
5.5 
3.0 
2.7 
3.6 
3.7 
5.2 
9.6 
1.0 
2.5 
5.1 
4.2 
6.3 
1.6 
3.4 
4.7 
6.8 
2.9 
6.0 
3.1 
6.6 
2.4 

October 1979-
March 1980 

lLO% 
1.3 
3.9 
3.0 
2.7 
• 

2.0 
3.9 
2.9 
2.5 
5.9 
1.5 
6.6 
9.2 
6.4 
3.9 
4.0 
4.3 

13.4 
7.1 

10.6 
2.6 
1.3 
5.1 
3.3·.·· 
3.6 
2.9 
4.5 
5.6 
7.5 
3.2 
1.3 
3.9 

10.5 
0.5 

< Excludes social security enumeration errors, includes WIN registration errors. 
d Reliable error rate data not available due to insufficient number of cases being completely reviewed. 
e Reliable error rate data not available due to disruption caused by the October 1979 earthquake. 
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and California currently have a policy difference. If social security enumeration 
errors are excluded, the state's error rate is 5.6 percent. The adjusted error rate 
represents misspent funds totaling $50,497,600, of which the state share is $24,230,-
500. In 1979-80, each 1 percent of error cost the General Fund an estimated $9.6 
million. 

County Error Rates. Prior to October 1978, the department collected county 
specific error rate data for the 15 counties with the largest caseloads. After enact
ment of SB 154 and the state buy-out of county costs for the AFDC program, the 
state expanded its quality control sample to the 35 largest caseload counties. 

Table 5 shows the error rates for the 35 largest counties for the three periods 
between October 1978 and March 1980. The department established a 4 percent 
performance standard for the three quality control periods shown in Table 5. 
During this time, 14 counties exceeded the error rate standard for two or more 
review periods. Seven counties had error rates above the 4 percent standard for 
each of the three review cycles. An additional seven counties had error rates above 
4 percent for two out of three review periods. 

Legislative Action. Under current law, the Director of the Department of 
Social Services has the authority to hold counties financially liable for high error 
rates. The Supplemental Report of the 1980 Budget Act required the department 
to submit a report concerning the future use of fiscal sanctions. The report was to 
identify (a) the review period for which counties would be financially liable for 
high error rates, (b) the circumstances under which counties would not be held 
liable even though they exceeded the error rate standard, and (c) features to be 
included in calculating the error rate. 

Department to Hold Counties FiscaJJy Liable for Excessive Errors Using Cur
rent Regulations. In his report to the Legislature dated January 1981, the Direc
tor of the Department of Social Services stated that fiscal santions would be 
applied against counties with error rates above 4 percent for the October 1979-
March 1980 review period. The director assessed such sanctions on January 8,1981. 
Table 6 shows the counties which were sanctioned, their error rates, the amount 
of misspent state funds, and the amount of the fiscal sanction. It should be noted 
that of the 13 counties which were sanctioned, five had exceeded the statewide 
enor rate (4 percent) for three consecutive review periods. An additional three 
counties had error rates above 4 percent for two out of three review periods. 

General Funds Overbudgeted Based on Departments Plan to Hold Counties 
FiscaJJy Liable for High Error Rates. The director of the department has indicat
ed that no funds will be withheld from counties while they are appealing the fiscal 
sanctions for the October 1979-March 1980 review period. Upon completion of the 
administrative appeal process, however, the state will reduce its share of funds 
which are advanced to the counties for AFDC assistance payments by the amount 
of the fiscal sanction. Because of the time required for the adplinistrative appeal 
process, the department will probably not be able to recoup the misspent funds 
during the current year. . 

Our analysis indicates that the department will be able to withhold the amount 
of the fiscal sanction from county advances in 1981-82. The proposed General 
Fund appropriation for AFDC cash grants for 1981-82 has not been reduced by the 
amount of the fiscal sanctions proposed by the department. As a result, General 
Fund support for Item 518-101-001 (a); AFDC cash grants, is overbudgeted. We 
therefore recommend a General Fund reduction of $4,393,213 from Item 518-101-
001 (a) because the state will be able to recover these funds during the budget year 
from the counties. 
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COUNTY· ADMINISTRATION OF WELFARE PROGRAMS-Continued 

Table 6 
Fiscal Sanctions for High Error Rates· 

October 1979-March 1980 

County 

Alameda b .................................................. ; ..................................... .. 

Marin b .............................................................................................. . 

Merced ............................................................................................. . 
Monterey c ..... ~ ................................................................................. . 

?a:::e~t~··:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
San Bernardino c •••••••••••••..••.•••••••••• ; ................................................ . 

San Francisco b •.••.•••••••.•••.••.••.••.•.•••..•••.••••••.•••••.•••••.••.••••••.•••..••••.•..• 

San Mateo b 
••••.•••.••••.••.••.•••.••.•.•.•••..•••••••.••..••••.••.•.••••••.••.••••..•••••.••••.• 

Shasta ................................................................................................. . 
Solano ....... ; ........................................................................................ . 
Sonoma b 

.................. : ....................................................................... .. 

Yoloc .................................................................................................. . 
Totals .................................................................................................. . 

Error 
Rate 
5.74% 
4.36 
6.47 
8.01 
4.16 
4.37 
6.91 
6.48 
4.10 
4.48 
4.70 
6.92 
8.32 

Amount of 
Misspent 

State Funds 
$1,390,429 

57,112 
219,747 
349,967 
605,086 
981,143 

1,366,738 
840,853 
192,190 
123,601 
200,655 
326,973 
164,641 

$6,819,135 

Amount of 
Sanction 

$944,597 
10;568 

188,008 
392,645 
52,156· 

186,172 
1,289,914 

721,203 
10,505 
29,679 
66,975 

309,207 
191,584 

$4,393,213 
a Error rates are lower than those shown in Table 5 because the rate used by the director: (1) excluded 

"technical errors" such as social security enumeration and WIN registration, and (2) were prior to 
inclusion of quality control findings by State staff. 

bError rate had been above 4 percent for the last three review periods, including October 1979-March 
1980. 

c Error rate had been above 4 percent for two out of the last three review periods, including October 
1979-March 1980. 

Criterion for Appealing Sanctions is Unclear. The department's report to the 
Legislature states that counties may appeal the sanction based upon extenuating 
circumstances which may have affected their performance. If "good cause" is 
foUnd, the director may elimihate or reduce the amount of fiscal liability. The 
report does not specify the criterion to be used to determine if" good calise" exists 
to reduce or ~llininate the amount of the sanction. In order that the Legislature 
may be informed of circumstances under which an appeal will be approved, we 
recommend that the department report during the budget hearings on the crite
rion it will use to eliminate or reduce the amount of the fiscal sanction. 

Department Proposes to Revise CUlTent Sanction Regulations. In the January 
1981 report, the director stated that it was his intent to revise the current state 
sanction regulations and to make the revised regulations effective retroactively to 
October 1980. A comparison of the major features of the department's proposed 
regulations with the current regulations that the federal government would utilize 
to sanction the states for excessive errors, follows: 

1. Error Rate Must be Above the State Performance Standard for Two Consecu
tive Review Periods. The department's proposal provides that fiscal sanctions 
will be applied when the county's error rate is above the state's performance 
standard for two consecutive review periods (a total of 12 months). In addition, 
the plan provides that county performance below the statewide error rate stand
ard in one 12-month period can reduce or eliminate the sanction amounts in the 
next 12-month period. This "banking" feature is not contained in existing federal 
regulations. 

2. "Client Caused" ElTors Will Be Included The department proposes to 
include "client caused" errors when determining a county's error rate. This fea
ture is consistent with current federal regulations. 
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3. Technical Errors Will Be Excluded. Technical errors include the county's 
failure to have a recipient's social security number on file or the failure of a 
recipient to register for the Work Incentive (WIN) program. The department 
proposes to exClude these errors when determining a county's error rate because 
it maintains that such errors do not result in mlsspent funds. Current federal 
regulations include technical errors for purposes of applying future fiscal sanctiohs 
against the states. . . 

4. Use of the Lower Limit of the Point Estimate as the Error Rate. Quality· 
control reviews produce a point estimate of a county's error Tate. The reviews also 
produce a range above and below the point estimate in which the "true" error rate 
would fall if every case in a county, rather than a statistical sample, were reviewed .. 
For example, survey findings may show that a county's error rate is 5.0 percent 
plus or minus 1.0 percent. This means that there is a certain probability that the 
error rate for the county could be as low as 4.0 percent or as high as 6.0 percent. 
The department has elected to use the lower liririt of the error rate (4.0 percent 
in the example above) when applying sanctions. Under current regulations, the 
federal government would use the point estimate, not the lower liririt if it were 
to apply sanctions against California. 

5.· County Appeals. Counties could appeal a fiscal sanction based on. circwn
stances outside of the county welfare department's controL Circumstances outside 
of county control could include, for example: (a) disasters, (b) strikes or work 
actions,and (c) incorrectly written state policy. The federal government allows 
waiver of the sanction based on a finding of a "good faith effort" by the, state to 
reduce its error rate. 

Departments Plans to Apply Sanctions During April-September 1980 is Un
clear. In" his January report to the Legislature, the director stated that he will 
apply sanctions for·the review period October 1979-March.198O. In addition, the 
director indicated his intent to apply sanctions using revised regulations starting 
with the October 1980-March 1981 review period. The department's report is 
silent, however, on its plans to apply sanctions for the intervening review period 
of April-September 1980. In· order that the Legislature is.awareof the· depart
ment's plans, we recommend that the department advise the LegislahIte during 
budget hearings as to whether or not it will hold counties fiscally liable for high 
error rates during th~ April-September 1980 review period. 

DepartnJent's Authority to Apply Sanctions lJased on Retroactive Regulations 
Is Uncertain. In his report to the Legislature, the director stated his intention to 
revise the current sanction regulations and to apply the revised regulations start
ing with the review period of October 1980-March 1981. At the time this Analysis 
was written, the department had not issued revised regulations. We are unable to 
advise the Legislature when the revised regulations will be issued and to what 
extent the final regulations will reflect the department's current "proposal. More
over, it is uncertain whether the department can apply fiscal sanctions based· on 
regulations which are to take effect retroactively. . . 

We recommend that the department be prepared to inform the Legislature 
-during the budget hearings if itean hold counties fiscally liable using regulations 
which were not in effect throughout the October 1980-March 1981 quality control 
period. If.the department determines that the revised regulations cannot be ap
plied during this period, it should be prepared to advise the committee of its 
alternative plans. 

Corrective Action. The AFDC program management branch within the de
partment is responsible for supervising county administration of the AFDC pro
gram in California. Within the branch, the program operations bureau provides 
assistance to county welfare departments in the administration of the AFDC 
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COUNTY ADMINISTRATION OF WELFARE PROGRAMs.;....Continued 

program, including assistance in county specific corrective action efforts. This 
bureau is currently authorized 15 permanent professional positions. In addition to 
this bureau, the program systems bureau is authorized 10.5 permanent profes
sional positions responsible for implementing statewide changes in welfare ad
ministrative systems for corrective action purposes. 

On January 22, 1981, the department provided our office with a document 
identifying the statewide corrective actions undertaken by state staff since 1979, 
as well as those currently underway. In addition, the report summarized the 
corrective actions underway by state and county staff in 15 counties with error 
rates above 4 percent. . 
. As Table 5 on page 1014 shows, seven counties have had error rates above the 

statewide standard (4 percent) for the last three review periods. An additional 
seven counties have had error rates above 4 percent in two out of three review 
periods. Because of the contfuued high error rate in the 14 counties, we recom
mend that the department, in cooperation with the counties, submit a report to 
the Legislature prior to the budget hearing stating how it plans to reduce the error 
rates in the 14 counties. The report should identify for each of the 14 counties: (a) 
the specific type of assistance which state staff will provide, (b) the type of errors 
which will be reduced, (c) the specific corrective actions, in order of priority, 
which will be implemented by the county to reduce identified errors, (d) a time 
table for implementing the corrective actions, and (e) the method for evaluating 
the effectiveness of the planned corrective action. 

SPECIAL SOC.lAL SERVICES AND COMMUNITY CARE 
LICENSING PROGRAMS 

Item 518-101 (e) and (f), from 
the General Fund Budget p. HW 172 

Requested 1981~2 .......................................................................... $150,678,638 a 

Estimated 1980-81 ............................................................................ 187,948,622 
Actual· 1979-80 .................................................................................. 157,982,830 

Requested decrease $37,269,984 a (-19.8 percent) 
Total recommended reduction .................................................... $7,848,749 
Total recommendation pending .................................................. $32,398,314 
a Reflects replacement of $52,013,942 from the General Fund with equivalent federal funds. Special social 

services program General Fund expenditures are proposed to increase by $14,743,958, or 7.8 percent 
over estimated 1980-81 expenditures. 

1981-82 FUNDING BY ITEM AND SOURCE 
Item Description 
51S-101-OO1 (e)--Social serVices program 
51S-101-OO1(f}-,Community care licensing 
Budget Act of 1978, Item 274 

Total 

Fund 
General 
General 
General 

Amount 
$143,782,101 

6,463,700 
432,837 

$150,678,638 
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
Analysis 

page 
1. Unbudgeted Federal Title IV"B Funds. Reduce by$7,31fM23. 

Recommend anticipated federal funds be scheduled in the Budget' 
Bill for a savings in overbudgeted General Fund support of $7,310,-
123. ' , 

2. Transfer of Foster Care Costs to Title IV-A. RecoIruhend Depart
ment of Finance advise Legislature of anticipated General FUnd 
saVings prior to budget hearings. Further reconlmendBudget Bill 
langUage requiring reduction of General Fund support by the 
amoUnt of federal fund increase to prevent overbudgeting and 
ensure legislative review of appropriations. 

3.' Control of Program'" Appropriations; 'Recommend detailed 
Budget Bill schedule of social services progranis~ Further recom- ' 
mend language requiring advance notification to the Legislature 
when funds are to be transferred among these programs, to ensure 
legislative review of program expenditures. 

, 4. Social Services Planning Act. Recommend Department of Fi
nance include in its 198().:..81 , progress report a description 'of a 
process for weighting state and county priorities. Further recom~ 
mend supplemental report language requiring that a design for 

, prediction of program utilization be submitted to the Legislature 
by September 1, '1981. 

5. Cost-of-Living Increase for County Employees. Recommend 
adoption of Budget Bill and supplemental report language lipUt
ing state liability for countycost-of-livingadjustmentstothe cost" 
of-living percentage 'increase authorized, by ,the Legislature. 

6. In-Home Supportive SerVices. Withhold recommendation on 
$27,398,314 from the General Fund pending receipt of (a) report 
required by the 1979 Budget Act and (b) report and plans for 
corrective action for the April to October, 1980 quality control 
review period., 

7. In-Home Supportive Services Payrolling System. Recommend 
adoption of Budget Billianguage requiring (a) a feasibility study 
report be submitted to the Joint Legislative Budget Committee by 
September 1, .19~1 and (b) a competitive bid prbcess be imple
mented upon expiration of current contract to select most cost-

.' effective vendor., ' 
8. Twenty-Four-Hour Emergency Response System. Withhold rec

ommendation on $7,929,319 ($5,000,000 General Fund and $2,929,-
319 federal funds), pending review of (a) a report submitted· 

, January 20,1981 and (b) actual expenditures during 1979-80. 
,9. Community Care Licensing. Reduce by $371,134. Recommend 

, deletion of unjustified tasks from workload standard, for a General 
Fund reduction of $371,134. 

10. Adoptions Cost Per Placement. Reduce by $167,492. Recom
mend cost per placement be based on full year rather than single 
quarter experience, !oraGeneral Fundreduction pf $167,492. 

U. Federal Funds for Refugees. Recommend Department of Fi
nance advise the Legishlture during 1981 budget hearings regard
irig the administration's plans in the event ,the state dpes>not, 
receive federal funds anticipated in the budget. . ',' 

12. Title XX Training. Recommend Department of Finance advise 
the Legislature regarding the administration's plans in the event 
the state does not receive federal funds anticipated in the budget. 

--._--- ---- -----

1031 

1032 

1033 

1034 

1035 

1040 

1042 

1045 

,1046 

1048 

1049 

1050 
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DEPARTMENT OF SOCIAL SERVICES-Continued 

GENERAL PROGRAM STATEMENT 
The DepartIilentof Social Services (DSS) administers various social services 

programs which provide services to eligible clients rather than cash as in the 
AFDC and SSI/SSP programs. The programs differ from each other in the nature 
of the services provided, the characteristics of clients served, the source of funding, 
and· the agency that delivers the service. . 

Social services programs are administered by the Adult and Family Services and 
Community· Care Licensing Divisions of the department. The budget includes 
seven programs: (1) other county social services, (2) specialized adult services, (3) 
specialized family and children's services, (4) adoptions, (5) county staff develop
ment and services training, (6) demonstration projects, and (7) community care 
licensing. The major components of these programs. are identified below. 

Title XX Social Services 
The largest group of programs funded through this item are those operated 

pursuant to Title XX of the federal Social Security Act. The Department of Social 
Services is the single state agency designated. to receive federal social services 
funds under this title. Federal Title XX regulations require that at least three 
services be provided for SSI/SSP recipients, and that at least one service be direct
ed to achieving each of the five federal Title XX program goals of (1) self-support, 
(2) self-sufficiency, (3) protection of children and adults and reunification of 
families, (4) prevention or reduction of inappropriate institutional placements, 
and (5) institutionalization orily when necessary. 

Federal financial participation in state Title XX programs is contingent on 
preparation of a statewide.Comprehensive Annual Services Program (CASP) 
plan; Under the provisions of Public Law 96-272, enacted in May 1980, the states 
may choose to prepare the CASP annually or.on a multi-year basis. The CASP must 
identify and describe (a) the services to be provided within the Title XX program, 
(b) the specific target groups for each service, and (c) the structure of the social 
services delivery system. Federal regulations allow each state to establish a deliv" 
ery system that is _ most appropriate -to the state's Title XX needs. 

County-Administered· Services. County welfare departments administer the 
majority of California's Title XX social services. State law and regulations (1) 
require counties to provide 10 specific services and (2) permit counties to offer 
any of 13 additional services. One of the 10 mandated activities is In-Home Sup
portive Services (IHSS). The 22 remaining services comprise the Other County 
Social Services.(OCSS) program. 

Of ·the 10 mandated activities, four ate required to be available to all persons: 
information· and referral,protectiveserYices for adults, protective . services for 
children, andcoutt ordered foster care~ Other services are provided to individuals 
who receive SSl/SSPor AFDC, or who are eligible because oftheirlow income. 
Federal regulations require that 50 percent of all clierttsreceiving services sup
ported by-federal Title XX funds must receive or be eligible for (a) ·AFDC, (b) 
SSIlSSP, or (c) Medi.:.Cal. . 

State-Administered Services. The budget proposes the expenditure of federal 
Title XX funds for family planning services administered by the Department of 
Health Services. Federal regulations do not reqUire family planning services to be 
offered as part of the .state's Title XX program. TIle fed~ral government, however, 
may withholdfinaneial participation in the state's AFDC program if family plan
ning services are not made available to AFDC recipients. Federal funds received 
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by the Department of Social Services as the single state agency responsible· for 
Title XX are transferred to the Department of Health Services under the terms 
of an interagency agreement. 

Federal Title.xx Allocations. Based on its share of the nation's total popula
tion, California receives slightly more than 10 percent of the federal funds avail
able each year from Title XX of the Social Security Act. Prior to passage of PL 
96-272, there was a nationwide authorization ceiling of $2.5· billion .. Public Law 
96-272 contains provisions which increase this national ceiling each fiscal year until 
1985. The federal ceiling on nationwide Title XX· reimbursements is set at $2.9 
billion in federal fiscal year 1981 and $3.0 billion in federal fiscal year 1982. 

Title .xx Matching Requirments.Federallaw requires that federal Title XX 
funds expended on most social services be matched on a 75:25 federal/nonfederal 
sharmgbasis. Family planning services, however, require only a 10 percent 
nonfederal match. Special federal fund augmentations for child development pro
grams made in past years have not required state or local matching funds. Because 
federal Title XX funds are capped, state and local funds must be used not only for 
the nonfederal match but for any expenditures that exceed the federal allocation. 
California is now providing support for social services which far exceeds the re
quired 25 percent nonfederal match. 

Other Social Services 
In addition to Title XX social services, the department is responsible for adminis

tering the following social services programs: 
1. Child welfare services which are funded under Title IV-B of the Social Secu

rity Act. These funds are used to supplement the Title XX protective services for 
children. 

2. Maternity care services, which are funded from a continuing annual General 
Fund appropriation of $2.4 million pursuant to Section 16151 of the Welfare and 
Institutions Code. These funds are used to reimburse nonprofit licensed maternity 
homes for the cost of care and services provided to unmarried pregnant women. 

3. Work Incentive Program (WIN) social services, which are funded 90 percent 
by federal funds and 10 percent by the General Fund. Federal law requires that 
all nonexempt AFDC applicants register with local WIN sponsors to receive em
ployment and job training services. Through local separate administrative units 
(SAUs), the Department of Social Services administers the delivery of supportive 
social services, including child care, for WIN participants. These SAUs are general~ 
ly operated by county welfare departments. 

4. Services to Indochinese refugees, which are 100 percent federally-funded: 
These social services, job training, and English language instruction programs are 
delivered by county welfare departments and private contractors. 

5. Adoption services delivered by counties which are 100 percent federally
funded. (The cost of adoption case work conducted directly by the state is budget
ed in Item 51B-Departmental Support.) 

6. Community care licensing services provided by counties, under contract with 
the state, which are 100 percent state-funded. (Facilities evaluation and licensing 
conducted directly by state personnel are included in Item 51B-Departmental 
Support.) 

7. Demonstration programs which are funded individually by the state or fed
eral government. These are intended to test alternative programs and procedures 
to existing social services delivery systems. . 

8. County staff development and training programs which are supported by 
federal Title XX funds and matched with state, county, and university funds. These 
programs are directed at both long-term skill needs and short-term training needs 
of Title XX service workers. 
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DEPARTMENT OF SOCIAL SERVICES-Continued 

ANAL YSIS.AND RECOMMENDATIONS 
The budget proposes expenditures of $150,678,638 from the General Fund for 

social services programs in 1981-82. This is a decrease of $37,269,984, or 19.8 per
cent, below ~.t;imated current year expenditures. The General Fund reduction of 
$37.3 millio 'f!S not represent an overall reduction in services. The major compo
nent of the. .' .;posed.reduction is a replacement of $52.0 million in General Fund 
support for~ciCial services programs with equivalent federal funds budgeted in 
past years for child development programs. The General Fund commitment· for 
social services programs is actually proposed to increase by $14.7 million rather 
than decrease by $37.3 million. This funding shift is described in more detail below. 

. Table 1 

Proposed 1981.,.82 General Fund Budget Adjustments 
For Special Social Services 

and Community Cara Licensing Programs 

A. 1980-81 Current Ye~ Revised ................................................. . 
B. Budget Adjusbnents 

1. In-home supportive services 
a.Title XX funding shift ..................................................... . 

.. ' b. Additional Title XX allocation ....................................... . 
c. Caseload growth (6.49 percent) ................................... . 
d.1981-82statutory cost-of-living (4.75 percent) ......... . 
e. Minimum wage increase Ganuary 1981) ...................... . 
f. Provider benefits (Chapter 463, Statutes of 1978) ..... . 
g. Restaurant meal allowance .............••............................... 

Subtotal ........................................................................................... . 
2. Adoptions 

a. Caseload growth (2.5 percent) ...................................... . 
b. 1980-81 cost-of-living ....................................................... . 
c. Indian Child Welfare Act (PL 95-608) ......................... . 
d. Adoption fees ..................................................................... . 

Subtotal ............................... ; ............................................................ . 
3. Community Care Licensing 

a. Revised workload standards ........................................... . 
b. Implementation of regulations ................................. , ..... . 
c. Deletion of fainily day care facility licensing ............. . 

Subtotal ........................................................................................... . 
4. DemonStration' Programs· 

a .. Termination ·of projects ............. ; .............•........................ 
b. Multipurpose senior services project ...... " ................... . 

Subtotal ................................. ;: ........................................... ;.; .. ;; ...... . 
5. Other Programs 

a. Work incentive program-child care ........................... . 
b. Transfer ofaccess assistance for deaf to state support 
c; Transfer of domestic violence programs to counties 

Subtotal ........................................................................................... . 
Total Proposed General Fund Adjilsbnents ......................... . 

C. Proposed Total General Fund .................................... , ............ . 
D. Other GeneralFundAppropriations 

1. Multipurpose senior servicesproject. .. : ............................. . 
E. GeneralFuild in Item 518-101-OOHe) and (f) ..................... . 

Adjustment 

-$52,013,942 
-601,791 

16,233,408 
1,368,820 
7,633,525 
2,163,346 

~785 

378,136 
34,200 

1,860 
-9,148 

-$1,521,800 
108,700 

-7,879,300 

-2,399,765 
-627,966 

59,319 
-44,801 

-152,000 

Total 
$187,948,622 

-$25,217,419 

$405,048 

-$9,292,400 

-$3,027,731 

-$137,482 
-$37,269,984 

150,678,638 

-432,837 
$150,245,801 
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Total proposed General Fund expenditures include $150,245,801 appropriated in 
this item and $432,837 carried forward from the 1980 Budget Act for the multipur
pose senior services project. Of the total proposed for the budget year, $6,463,700 
is identified in the Budget Bill for community care licensing and $143,782,101 is 
proposed for special social services programs. Included in the $143,782,101 is 
$2,079,670 appropriated in lieu of a $2.4 million statutory appropriation (Welfare 
and Institutions Code Section 16151) for licensed maternity care homes. 

As shown in Table 1, the major components of the anticipated decrease are (1) 
a replacement of $52,013,942 in General Fund support budgeted for in-home 
supportive services with federal funds formerly budgeted for child development 
programs administered by the Department of Education and (2) a reduction of 
$7,879,300 due to the anticipated deletion of statutory requirements to license 
family day care homes. 

Total expenditures, all funds, for social services programs are projected to total 
$593,925,900 in 1981~82. This is a decrease of $26,568,157, or 4.3 percent, below total 
estimated expenditures in the current year. Table 2 identifies total proposed ex
penditures for social services programs for the budget year. 

As shown by Table 2, federal funds comprise $385.8 million, or 65.0 percent of 
total proposed expenditures for social services programs. The availability of these 
funds depends on congressional action on the 1981 and 1982 federal fiscal year 
budgets. Congress may appropriate less for the programs identified in Table 2 than 
antiCipated by the Governor's Budget. If this occurs, a larger amount of General 
Fund support may be required in 1981-82 than included in the budget. In addition, 
because of the overlap of state and federal fiscal years, lower federal appropria
tions than anticipated by the budget for the Title XX program, in particular, would 
result in an increased demand for General Fund support in 1982-83 in order to 
maintain the same level of service proposed for 1981-82. 

FEDERAL FUNDING FOR SOCIAL SERVICES PROGRAMS 

Title XX-State and County Overmatch 
Section 15151.5 of the Welfare and Institutions Code requires that at least 66 

percent of federal Title XX funds be allocated to the counties. The budget pro
poses that $300,413,509, or 98.7 percent, of the available Title XX funds be allocated 
to the counties in 1981-82. The remaining federal funds, $4,000,000 (1.3 percent of 
the total), are allocated to the family planning program adminstered by the De
partment of Health Services. 

Of the $300,413,509 allocated to the counties by the budget, $153,157,180 is for 
IHSS, $144,327,010 is for the OCSS program and $2,929,319 is for the 24 hour 
emergency response system. (In addition, $9,411,631 in federal funds for social 
services provided by county welfare departments to Indochinese refugees is in
cluded in the budget subitems for IHSS and OCSS.) 

Section 12306 of the Welfare and Institutions Code requires the state to provide 
the 25 percent match for federal funds used for IHSS.ln order to receive federal 
Title XX funds, counties traditionally have been required by the annual Budget 
Act 'to provide the 25 percent match for OCSS. In addition, the state has provided 
General Fund support for OCSS, although it is not required by state law to do so. 
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Table 2 

Total 1981-82 Proposed Expenditures 
For Social Services and Community Care Licensing Programs 

A. Title XX Social services 
1. IiI-home supportive ser-

General 
Pundin 

Item 518(e,/) 

. vices (IHSS) ;................... $117,727,145 
2. Other colinty social ser- .. ' 

vices (OCSS) .................. . 
3. 24-hoUr emergency re-

sponse ....... ;........................ 5,000,000 
4. Family Planning (DHS) 

Subtotals............................ $122,727,145 
B. Title XX Training 

I. County ·staff develop-
ment ................... ; ............ .. 

2. University training ...... .. 

Subtotals.· .......................... . 
C. Refugee Assistance 

1. . County social services 
a IHSS:, ....... : .................. ... 
b.OCSS .......................... ... 

2. Contracted services ...... .. 

Subtotals .......................... .. 
D. Other'Social services 

1. Adoptions ........................ $16,946,994 
2.' Cominunitycare licens-

ing 
a. Total cost .................... (14,343,000) 
b. Deletion . of family 

day care licensing .... ( -7,819,300) 
c. Net total cost ............ 6,463,700 

3 .. Demonstration pro-
. grams .............. " ............... . 

4. CbHd welfare. services 
(Title IV-B) .................. .. 

5. Work incentive pro
gram (Title 1V-C) 
a.WIN cbHdcare.......... 430,946 
b. WIN administrative 

unit ........... ;; ................ . 
6. Matelnity care ................ 2,!J19;~0 
7. Deaf Access .................... 1,597,346 

Other 
General 
Fund 

$432,837 

Suhtotals.; .................. :........... $27,518,656 $432,837 
·Totals ............................................. $150,245,801 $432,837 

Federal 
Funds in 

Item 518(e) 

$153,157;180 

144,327,010 

'2,929,319 
.4,000,000 

$304,413,509 

2,5!J1,000 
9,093,000 

$11,600,000 

306,813 
9,104,818 

40,482,334 

$49,893,965 

269,093 

4,119,446 

3,878,512 

11,648,624 

$19,915,~5 

$385,823,149 

County Reimburse-
Funds ments 

$47,802,455 

2,643,1!J1 
$444,444 

$50,445,562 $444,444 

835,~ 
3,031,000 

$835,~ $3,031,000 

$1,373,149 

1,294,291 

$2,~,440 

$53,948,669 $3,475,444 

Item 518 

Total 

$270,884,325 

192,129,465 

10,572,426 
4,444,444 

$478,030,660 

3,342,~ 
12,124,000 

$15,466,~ 

306,813 
9,104,818 

40,482,334 

$49,893,~ 

$16,946,994 

(14,343,000) 

( -7,879,300) 
6,463,700 

701,930 

5,492,595 

4,309,458 

12,942,915 
2,!J19,~0 
1,597;346 

$50,534,608 

$593,925,900 • 
·'This amount includes a reduction of $62,685,256, total funds ($52,013,942 federal Title XX funds and 

$10,671,314 reimbursements) from the i980 Budget Act appropriation for Special Social Services 
programs'dlle to' a tranSfer of funds budgeted for child development programs to the Department 

'. of Education~ This'$62,685,256 is included in Item 610 of the 1981 Budget Bill for child development 
programs. 

For fiscal year 1981-82, total state and county Title XX expenditures are 
. proposed to exceed the required match by $73,034,871. Because of this General 
Fundovefmatch; any savingss, deficits, reductions, or augmentations in any of the 
TitleXXsocial services programs wiD have a corresponding doUar-for-doUar im
pact on the states. Table 3 displays the relationship between state, county, and 

federal TitI~XX expenditures fr(j)ln 1977-78 thrli)1agh 1921-22. 
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Table 3 
Title xx Program Funding Sources 

1977'-78 to 1981.;.a2 

1977-78 ............................................ .. 
1978-79 ............................................ .. 
1979-80 ............................................. . 
1980-81 (estimated) .................... .. 
1981.,82 (proposed) .................... .. 

Title XX Funding Transfer 

Federal 
$276,585,768 
274,237,842 
283,887,900 
303,811,718 
304,413,509 

State 
General 
. Fund 

$71,275,945 
115,959,405 
135,267,127 
159,060,322 
123,171,589 

County 
$46,335,905 
41,160,800 
45,493,155 
50,445,562 
50,445,562 

Totals 
$394,197,618 
431,358,047 
464,648,182 
513,317,602 
478,030,660 

Percent 
General 
Fund 
18..1% 
26.9 
29.1 
31.0 
25.8 

The budget proposes to (1) redirect $52 million in federal Title XX funds from 
the child development program administered by the Department of Education to 
the In-Home Supportive Services program and (2) replace these funds with an 
equal amount of General Fund support which has been budgeted in past years for 
the .In-Home Supportive Services program. This transfer will result in no· net 
change in the level of funding for. either program or in the total General Fund 
amount required for the support of the two programs. The effect of the funding 
shift will be to (1) increase federal funds budgeted for In-Home Supportive Serv
ices, (2) "buyout" federal funds for child development programs with General 
Fund support, and (3). transfer appropriations for child development programs 
from the budget item for special social services programs (Item 518) to Item 610. 
Similar funding transfers were contained in the 1978 and 1979 Budget Acts, when 
General Fund support replaced federal Title XX funds in the Community Care 
Licensing program and programs administered by the Departments of Rehabilita
tion, Developmental Services, and Mental Health. 

Potential Administrative Savings, As the single state agency designated to re
ceive federal Title XX funds, the Department of Social Services (DSS) historically 
has entered into an interagency agreement with the Department of Education 
(DOE) to transfer federal funds to DOE for child development programs. Federal 
regulations concerning state Title XX programs require the designated single state 
agency to (1) compile an annual plan for all services supported by federal Title 
XX funds and (2) ensure that the state's Title XX program meets all federal 
requirements. In past years, the interagency agreement between DSS and DOE 
prOvided DSS with approximately $270,000 for· the administrative costs of monitor
ingDOE child development programs and complying with other federal require
ments. Because the proposed funding transfer will eliminate federal Title XX 
funds in the child development program, there is no longer a need for the $270,000 
allowance for DSS administrative costs. We discuss the proposed use of these funds 
in the budget year in our analysis of child development programs (Item 610). 

Change in Federal Law. For federal fiscal years 1977, 1978 and 1979, $200 
million in federal child day care appropriations were made available nationwide 
without state or local match requirements. The allocation each state received from 
this amount was ill addition to the state's normal share of federal funds for Title 
XX social services. The increased amount, however, could be spent only for child 
development~ The Adoption Assistance and Child Welfare Act of 1980 (PL 96-272), 
enacted in May 1980, deletes the requirement that a portion of the state's Title XX 

. allocation must be spent on child development programs. Instead this law exempts 
up to 8 percent ofa state's total annual Title XX allocation (an amount equal to 

36-81685 
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approximately $24.7 million in California in federal fiscal year 1982) from existing 
state match requirements if the funds are used for child development. 

Becailse the budget already contains more General Fund support for special 
social services programs than is required by federal law, California would not have 
to provide any additional match even if it fails to use 8 percent of its Title XX 
allocation for child development. As a result, California will not gain or lose federal 
funds as a result of the proposed General Fund buyout of child day care. 

Proposed Allocation of Federal Title XX Funds by State Fiscal Year. 
Because the federal and state fiscal years are not the same, the state must decide 

how federal funds provided during a given federal fiscal year are to be split 
between two state fiscal years. For example, the state must decide how to split 
funds received during federal fiscal year 1982 (October 1, 1981-September 30, 
1982), between the state's fiscal year 1981-82 (which encompasses 75 percent of 
fiscal year 1982) and 1982-83 (which encompasses 25 percent of fiscal year 1982). 
Table 4 shows the proposed allocation of federal Title XX funds by state fiscal year. 

The budget proposes to allocate $304.4 million in federal Title XX funds for use 
during state fiscal year 1981-82. This includes $261.7 million, or 84~6 percent, ofthe 
amount expected to be available to the state during federal fiscal year 1982. The 
remaining funds from federal fiscal year 1982 are reserved for use during state 
fiscal year 1982-83. 

By allocating more than 75 percent of the federal funds available in a federal 
fiscal year for use during the initial state fiscal year for which they are available, 
the state (1) increases the base budget for social services programs and (2) de
creases federal funds available for the subsequent year. Therefore, this practice 
creates a need for futUre year increases in state or federal support. 

Table 4 
Federal Title XX Funds 

Allocated by State Fiscal Year 
1980-81 and 1981-82 

(in millions) 

Federal Fiscal Year 
1980 1981 1982 

State fiscal year 1980-81 ................................... : ............. . $62.0 $241.8 
State fiscal year 1981-82 ................................................. . 
Unbudgeted ....................................................................... .. 

42.7 $261.7 
11.9· 47.6 b 

Totals ............................................................................ $273.3 $296.4 $309.3 

Total 
$303.8 
304.4 

• The 1980 Budget Act reserved this amount to fund legislation enacted prior to June 30, 1981. 
b These funds are reserved for use during the first quarter of state fiscal year 1982-83. 

Major Federal Legislation-PL 96-272 
The Adoption Assistance and Child Welfare Act of 1980 (Public Law 96-272) was 

enacted. by Congress on June 17, 1980. Thislaw made several major amendments 
to the federal Social Security Act related to the following programs: (1) Title XX 
social services, (2) Title IV-B child welfare services, (3) Aid for the Adoption of 
Children, and (4) Title IV-A foster care payments. The intent of the federal law 
isto (1) reduce the numbers of children in out-of-home placements nationwide 

-by providing states with financial incentives to prevent the initial separation of 
families and (2) encourage permanent planning for children who are separated 
from their families. The actual fiscal impact on California of many of the provisions 



Table 5 
Adoption Assistance and Child Welfare Act of 1980 

Summary of Major Provisions 

Program EfFective October 1, 1980 EfFective October 1, 1981 EfFective October 1, 1982 EfFective October 1, 1983 EfFective October 1, 1984 

Foster Care Pay-
ments ................. . 

Child Welfare Serv-

1. Cap on federal par
ticipation if $163.55 m. 
Title IV-B appropriat
ed. 

2. Optional shift to new 
Title IV-E program
potential additional 
funding if specific re
quirements met. 

3. Revised definition of 
allowable foster care 
costs under Title IV -E. 

ices...................... 1. Title IV-B funds pro
vided on advance ba
sis. 

2. Optional compliance 
with new protections 
-potential increase in 
federal funds. 

Adoption Assistance 1. Optional program
federal funding avail
able if certain IV-B re
quirements met. 

Social Services .......... L Indexed ceiling re-
places cap. 

1. Cap if $22Om. Title 
IV-B appropriated. 

1. Cap if $266 m. Title 
IV-B appropriated. 

2. Same as October 1980. 2. Mandatory shift to 
new Title IV-E. Case 
plan and six-month 
review required. 
Other requirements 
to obtain voluntary 
placements funding. 

3. Same as October 1980. 3. Same as October 
1980. 

1. Same as October 1980. 1. Same as October 
1980. 

2. Saine as October 1980. 2. Same as October 1980 

1. Same as October 1980. 1. Required program. 

1. Same as October 1980. 1. Same as October 
1980. 

1. Same as October 
1982. 

2. Preplacement pre
ventive and reunifica
tion services required. 
Termination of fund
ing for voluntary 
placements. 

3. Same as October 
1980. 

1. Same as October 
1980. 

1. Requires payments 
for cases where par
ents reside outside 
state. 

1. Same as October 
1980. 

1. Same as October 
1982. 

L Federal funding level 
may revert to FFY 
1979 level for any 
state that fails to meet 
requirements. 

i s 
0"1 
~ 
00 

::I: 
~ 

~ 
~ o 

~ 
........ ... 
~ 
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of this federal law will remain uncertain until federal regulations clarifying con~ 
gressional intent are finalized. Table 5 summarizes the major provisions of PL 
96-272. 

Increase to Federal Title XX Ceiling. Public Law 96-272 increases the nation
wide cap on federal funds available under Title :xx of the Social Security Act. In 
federal fiscal year 1981, the total federal Title XX authorization is $2.9 billion. This 
amount will increase to $3.0 billion for federal fiscal year 1982. California's share 
of these federal authorizations, as published in the Federal Register, is $296,483,159 
in federal fiscal year 1981 and $309,325,846 in federal fiscal year 1982. 

Table 6 shows the annual national Title :xx authorization levels as speCified in 
PL 96-272. The amounts for federal fiscal years 1981-1985 represent the maximum 
funding levels authorized for the Title :xx program under exisiting law. There is 
no guarantee, however, that these maximum amounts will be appropriatedby the 
Congress. Thus, the amounts of Title XX funding available to California may be 
less than the amounts implied by Table 6. 

Table 6 
National Title XX Authorization Levels Specified in PL 96-272 

Federal Fiscal Years 1980-1985 
(in billions) 

Funding Level 
1980.......................................................................................................................................... $2.7 
1981.......................................................................................................................................... 2.9 
1982.......................................................................................................................................... 3.0 
1983.......................................................................................................................................... 3.1 
1984.......................................................................................................................................... 3.2 
1985.......................................................................................................................................... 3.3 

Revised Definition of Allowable Foster Care Payments. Historically, California 
has received federal reimbursement through Aid to Families with Dependent 
Children, Boarding Homes and Institutions (AFDC-BHI) for a portion of the cost 
of educational programs, non-Medi-Cal medical services, and some transportation 
services provided to children in foster care. PL 96-272 redefines the foster care 
maintenance program and creates a new Title IV-E program which excludes these 
activities from the definition of foster care payments. If provision for these activi
ties is not included in final federal regulations, the Legislature will need to consid
er whether to continue these activities using state funds. The cost of these activities 
in California is estimated at $4.7 million in 1981-82. 

Cap on Federal Financial Participation in Foster Care Payments. Under previ
ous federal law, federal financial partiCipation in the state's foster care payment 
program (Title IV-A AFDC-BHI) was not limited toa specific amount. Under the 
provisions of PL96-272, beginning in federal fiscal year 1981, an annual ceiling will 
be set for federal finanCial partiCipation in the state's foster care payment program 
(Title IV-A/IV-E) if the federal appropriation level for Title IV-B child welfare 
services is at least as high as speCified in PL 96-272. Table 7 shows the federal 
appropriation levels which are required by the act in order to impose a ceiling on 
federal partiCipation in foster care payment costs. 

Because the current continuing resolution on the federal budget (House Joint 
Resolution 644) contains up to $163.5 million for Title IV-B, federal financial par
tiCipation in foster care payments will be capped for each state, in federal fiscal 
year 1981. Proposed federal regulations indicate each state will be allowed to select 
one of three formulas to determine the state's ceiling. 
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Table 7 
Federal Title IV-B Appropriation· Levels Required to Cap Federal 

Participation in Foster Care Payment Costs 
Federal Fiscal Years 1981-1984 

(in millions) 

Federal 
Fiscal Year 

Appropriabon Level 

1981. ................................................................................................................................... .. 
1982 .................................................................................................................................... .. 
1983 .................................................................................................................................... .. 
1984 .................................................................................................................................... .. 

$163.5 
220.0 
266.0 
266.0 

In a program instruction to state administrators, dated January 2, 1981, the 
federal Administration for Children, Youth and Families announced that the most 
favorable of these three methods for California would allow the state $42 million 
for foster care maintenance payments during federal fiscal year 1981. This is less 
than the amount assumed in the budget. 

The budget asumes that the federal share of foster care grants and administra
tive costs during 1980-81 will be $48.0 million. These costs are estimated at $54.3 
million in 1981-82. 

Three quarters of federal fiscal year 1981 fall in state fiscal year 1980-81 and one 
quarter falls .in state fiscal year 1981-82. Thus, if the state is unsuccessful in its 
attempts to increase the announced cap, there may be a shortfall in federal funds 
in one or both of these two state fiscal years. 

To the extent the final cap on federal foster care funding is less than the federal 
share of costs under prior law, apd total costs are not reduced, other funds would 
have to be utilized in this program in order to avoid a reduction in services 
provided. If the federal 1982 Title IV-B appropriation also imposes a cap on foster 
care payments,the state may experience further reductions in the amount of 
federal funds available in state fiscal year 1981-82. 

New Foster Care Payment Program Requirements. PL 96-272 mandates that 
the state's foster care payment program (Title IV-E) include a case plan for each 
child in foster care and a six-month administrative or court review of each foster 
care placement. These two requirements must be met by October 1982 in order 
for the state to continue to receive federal financial participation in the foster care 
payment program. 

Federal financial participation beyond October 1983 is contingent upon the 
state having implemented permanency planning services and preplacement serv
ices designed to maintain children in their own homes whenever possible. The 
specific federal definition of these preplacement and permanency planning re
quirements will remain uncertain until federal regulations are finalized. 

New Child Welfare Services Program Requirements. In order for the state to 
exercise certain options regarding the child welfare services program, federal law 
requires (a) state implementation of all new foster care payment program re
quirements, (b) an inventory of all children in foster care, (c) a statewide foster 
care information system, and (d) an 18-month court-dispositional hearing for all 
children in foster care. If these requirements are met, the state could (a) transfer 
surplus foster care payment funds, within the federal ceiling, to child welfare 
services, (b) obtain federal reimbursement for the cost of foster care payments for 
children placed in out-of-home .care on a voluntary basis, and (c) receive a share 
of federal child welfare services appropriations exceeding $141 million. In addi
tion, states which comply with child welfare services requirements prior to Octo
ber 1984 will be eligible to receive an additional share of the annual Title IV-B 
appropriation which remains unallocated because of the failure of other states to 
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comply with these new requirements. If California is not iI;l compliance with the 
new child welfare service requirements by, October 1984, its allocation of federal 
child welfare services funds will be reduced to its 1979 allocation ($4.5 million). 

Chart 1 shows California's share of federal Title IV-B appropriations with and 
without compliance with the child welfare services requirements. The total cost 
of compliance with these federal requirements is not known at this time. 

The federal Title IV-B appropriation for federal fiscal year 1981, as contained in 
House Joint Resolution 644, enacted December 15, 1980, is $163.5 million. As shown 
by Chart 1, California will receive $11.4 million of this amount if the state has not 
fully implemented the provisions of federal regulations or $13.3 million if the state 
is in compliance with the federal regulations, a difference of $1.9 million. 

Chart 1 

California's Share of Federal Title IV-B Funds 
Trigger Appropriation Levels 
Federal Fiscal Years 1979 to 1985 '(in millions) 

Dol/ars 
Federal 

appropriation 
level 

$266.0 

220.0 

163.5 

141.0 

66.2 
56.5 

Approximate 
state 

allocation 

$21.6 -===-------c-:--,---,----,--.--,---,' 

17.9 

13.3 

11.4 

,5.2 
4.5 

a Based on p~st year allocation percentages. 

Federal Adoption Assistance Program. Mter the state has submitted a plan to 
the federal government for the implementation of the new foster care payment 
program, PL 96-272 allows the state tO'obtain federal reimbursement for approxi
mately 50 percent of the cost of cash payments to parents who adopt certain 
hard-to-place children. Eligibility for participation in the federal adoption assist
anceprogram would continue from the time of a: child's adoption until he or she 
has reached the age of18. California's current Aid for the Adoption of Children 
program, supported entirely by the state General Fund,all6ws cash payments, in 
lieu of foster care maintenance payments, to continue only five years after the 
child has been adopted. Consequently, as a result of the absence of a time limita
tion in the new federal program, the total caseload of subsidized adoptive children 
in California is likely to increase over time. Moreover, because of specific income
maintenance related eligibility requirements ill the federal program, hot all chil
dren currently eligible for the state program willbe eligible for the federal pro
gram. 
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Increased Federal Title IV-B Funds Not Included in Budget 
We recommend that $7,310,123 in unbudgeted federal Title IV-B funds replace overbudg

eted General Fund support for special social services programs, for a General Fund savings 
of $7,310,123. 

Under Title IV-B of the federal Social Security Act, grants are made to the states 
to provide and improve child welfare services, such as adoptions, day care, foster 
care and protective services for abused and neglected children. In California, Title 
IV-B child welfare services are administered by the Department of Social Services 
and delivered by county welfare departments. Federal Title IV-B funds require 
a 25 percent state or local match, which, in accordance with the annual state 
Budget Act, is provided by the counties. 

Our analysis indicates that $7,310,123 in federal Title IV-B funds available to the 
state in 1980-81 and 1981-82 are not included in the Governor's Budget. Because 
these funds are not included in the budget, a greater amount of General Fund 
support is proposed for these programs than is required to provide proposed 
services. 

Federal Appropriation. The Social Security Act authorizes $266 million annual
ly for child welfare services. In the annual federal budget, however, Congress has 
traditionally appropriated $56 million, rather than the entire authorized amount. 
California's 1980-81 and 1981-82 budgets assume a federal appropriation level of 
$56 million. 

Federal Fiscal Year 1980 Allocation. In federal fiscal year 1980, however, the 
final federal appropriation level was increased to $66.2 million. The U. S. Depart
ment of Health and Human Services notified California on August 21,1980 that the 
state could receive up to $5,238,037 in 1980 rather than the $4,437,530 initially 
allocated. The federal agency further informed the state that the additional $800,-
507 was available for expenditure until September 30, 1981. On August 25, 1980 the 
Department of Social Services modified the state's annual federal budget for child 
welfare services to include this additional allocation. 

Of the additional $800,507 allocated to the state, the budget proposes $500,000 
to develop and implement a foster care management information system in 1981-
82. We discuss this proposal in our analysis of the department's support budget. 
The administration has not submitted a proposal'to the Legislature for expenditure 
of the remaining $300,507. 

Federal Fiscal Year 1981 Allocation. As discussed earlier, House Joint Resolu
tion 644, the concurrent resolution on the federal 1981 budget, contains $163.5 
million for Title IV-B child welfare services. Based on the allocation methodology 
established in PL 96-272, the Adoption Assistance and Child Welfare Act of 1980, 
the state will receive up to $11,447,146 during federal fiscal year 1981 without 
having to satisfy any additional federal requirements. If the state implements 
certain federal program requirements prior to the close of federal fiscal year 1981, 
the state's allocation could be as high as $13.3 million. 

On October 20, 1980, the Department of Social Services submitted to the federal 
government the state's budget request of $11,447,146 for federal fiscal year 1981. 
The Governor's Budget, however, includes only $4,437,530 in federal Title IV-B 
funds, $7,009,616 less than the amount anticipated from the federal government. 

General Fund Savings Possible. Based on budget planning documents submit
ted to the federal government, we conclude that the administration intends to 
expend $7,310,123 in unbudgeted federal IV:B funds during 1981-82. Our analysis 
indicates these funds could be used to (1) replace proposed General Fund support 
for child welfare services or adoptions or (2) replace federal Title XX funds 
proposed for children's protective services. If federal Title XX funds are freed~up 
through the use of Title IV-B funds, the amount of General Fund commitment 
required for the In-Home Supportive Services program could be reduced. Because 
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the proposed expenditure of these federal funds is not included in the Governor's 
Budget, the Legislature (1) does not have an opportunity to evaluate the total 
e"enditure plan for child welfare services in the budget year, (2) is not able to 
specify how these additional federal funds should be used, and (3) is compelled 
to draw on the General Fund for support ofthe special social services programs 
while federal funds are held in reserve. 

If these additional federal funds are used to replace General Fund support 
proposed in this item, the $7,310,123 from the General Fund would be available 
for use by the Legislature in meeting its financial priorities in this program or for 
other parts of the state's expenditure plan. Therefore, we recommend that $7,310,-
123 in unbudgeted federal Title IV-B funds replace General Fund support budget
ed for special social services programs, for a General Fund savings of $7,310,123. 

Foster Care Cost Shift 
We recommend the DepartmentofFinanceadvise the Legislature prior to budget hearings 

on the level of General Fund savings anticipated as a result of a shift in the cost of foster 
care services from Title XX to Title IV-A funding. We further recommend adoption of 
Budget Bill language requiring a reduction of General Flind supPOrt budgeted in thisitem 
by the amount of increased federal funds received as a result of this cost shift. 

The federal Social Security Act contains a variety of public assistance programs 
and funding mechanisms .. Title IV -A of that act establishes the Aid to Families with 
Dependent Children (AFDC) program discussed inour analysis ofItem 518-101-
001 (a). One component of the AFDC program is the provision of cash assistance 
payments on behalf of children in foster care. For federally eligible children, the 
federal government contributes 50 percent of the cost of these payments. and 
program administration. The remaining 50 percent of the cost of this program is 
shared by the state and counties. Until the placement of a cap on foster care costs 
under the provisions of P.L. 96-272, discussed earlier, federal Title IV-A funds for 
foster care were open~ended. . 

Another part of the Social Security Act, Title XX, provides federal support to 
meet five broad goals, including the prevention of abuse, neglect, and exploitation 
of children who are unable to protect. themselves. One of the programs offered by 
California to meet this objective is social services for children who are in foster care 
or are being considered for foster care. Federal Title XX funds are available for 
this program, up to an established allocation limit, on a matching basis of 75 
percent federal, 25 percent nonfederal. 

Shift in Cost of Foster Care Intake. In a July 31,1980 letter to the U. S. Depart
ment of Health and Human Services, the Department of Social Services requested 
that certain foster care intake activities supported with federal Title XX funds be 
reimbursed instead through the AFDC foster care payment program. Our analysis 
indicates that the department instructed the counties to claim the cost of these 
activities as part of their Title IV-A programs beginning July 1, 1980 and enacted 
regulations on an emergency basis, effective January 24, 1981, implementing this 
procedure. The state TitleIV-A claim submitted to the federal government for the 
quarter ending September 30, 1980, included a claim for $699,025 in federal funds 
for these activities. 

Estimated Annual Savings. In a March 7, 1980 estimate, the Department of 
Social Services estimated that the total annual cost of these foster care intake 
activities was $17.7 million in 1979.,..8(). In accordance with TitleXX requirements, 
these costs were shared 75 percent federal ($13.3 million) and 25 percent county 
($4.4 million). The department's March 1980 estimate indicates that the $13.3 
million in federal Title XX funds currently supporting foster care activities could 
be used to reduce the General Fund commitment for Title XX programs. This 
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savings would be offset, however, by the required General Fund share ($4.4 
million) of the nonfederal match for the administration of Title IV-A. Thus, in the 
March 1980 estimate, the Department of Social Services anticipated a net General 
Fund savings of $8.9 million asa result of this funding shift from Title :xx to Title 
IV-A. 

Foster Care Funding Uncertain. A crucial aspect of this funding shift is the 
assumption that federal Title IV-A funds are unlimited. If this funding source is 
capped, additional federal funds may not be available. As our analysis of PL 96-272 
indicates, the federal government has established a ceiling on total Title IV-A 
foster care costs effective during federal fiscal year 1981. It is our understanding 
that the Department. of Social Services futends to appeal the federal fiscal year 
1981 ceiling on the basis that not all applicable administrative costs were included 
in the federal calculation of base year expenditures. Congress must appropriate a 
specific funding level for child welfare services for federal fiscal year 1982 in order 
for the foster care cap to remain effective. Therefore, the level of federal financial 
participation in the state's foster care payment program during federal fiscal years 
1981 and 1982 is uncertain. 

Increased federal funds not budgeted Our analysis indicates that the departc 
ment has completed the necessary steps to transfer the funding of foster care 
intake activities from Title :xx to Title IV-A. At the time this analysis was written, 
we were unable to determine what, if any, General Fund savings would accrue to 
the state during 1981-82 as a result of the potential increase in federal funds. To 
th~ extent that additional federal funds become available as a result of this shift, 
the General Fund proposed for these programs is overbudgeted. As a result, the 
Legislature is unable to assess the actual need for General Fund sqpport for these 
programs and is restricted in its ability to allocate resources to meet its priorities. 
Therefore, we recommend the Department of Finance identify the level of an
ticipated 1981-82 General Fund savings resulting from this funding shift. 

Because any additional federal funds derived as a result of this funding shift will 
reduce the need for General Fund support for social services programs, we further 
recommend the adoption of the following Budget Bill language: 

"Provided further that funds appropriated by this item shall be reduced by the 
Director of Finance by the amount of federal Title IV-A funds made available 
for the purposes of this item in excess of the federal funds scheduled in Item 
518-101-866." 

STATE ADMINISTRATION ISSUES 

Legislative Control of Program Appropriations 
We recommend the 1981 Budget Bill be amended to schedule social services programs in 

the same detail as in prior years in order to facilitate legislative review of each program 
element. We further recommend adoption of Budget Bill language requiring that the Legis
lature be notified in advance of any transfers of funds among program elements. 

Item 518-101-001 (e) of the 1981 Budget Bill proposes $143,782,101 from the 
General Fund for social services programs. The programs proposed to be funded 
through this item include in-home supportive services, adoptions, a 24-hour emer
gency response system, and other programs, as detailed on page HW 174 of the 
budget document. 

In past years, the annual Budget Act separated these social services programs 
into several categories within the appropriation item. This practice restricted the 
transfer of funds between these programs under the provisions of Control Sections 
27.5 and 28. For example, during 1978-79, the administration identified a deficit 
in funds appropriated for the In-Home Supportive Services program, and 
proposed to fund it using the anticipated savings in the Adoptions and Community 
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Care Licensing programs. Prior to making the transfer, however, the Department 
of Finance notified the Legislature ofits intention. Our analysis indicates that such 
notification of a pending change in the approved budget program would not be 
required in 1981-82 if the Budget Bill (1) schedules all social services programs in 
one category and (2) does not contain language requiring such notification. 

The Legislature has traditionally authorized a total appropriation for social serv
ices programs based on its revi~w of the individual amounts required to support 
specific programs. Scheduling of the proposed funds in the 1981 Budget Bill, as 
introduced, would provide for legislative control over only the total appropriation 
and would thus limit the Legislature's ability to review and influence expenditures 
for individual programs. In order to ensure that appropriated funds are expended 
in the manner approved by the Legislature, we recommend that the Budget Bill 
schedule for Item 518-lO1-001 (e) be modified to identify the individual appropria
tions for social services programs shown on pages HW 174 and 175 of the 1981 
Governor's Budget. In order to ensure continued legislative review of the expendi
tures for these programs, we further recommend adoption of the following Budget 
Bill language: 

"Provided further that, notwithstanding the provisions of Sections 27.5 and 28 
of the Budget Act, the Director of Fi~ance may transfer funds appropriated for 
program 20, social services, among these elements not sooner than 30 days after 
notification in writing of the necessity therefor to the chairman of the commit
tee in each house which considers appropriations and the chairperson of the 
Joint Legislative Budget Committee,or not sooner than such lesser time as the 
chairperson of the committee, or his designee, may in each instance determine;" 

The Social Services Planning Act 
We recommend (1) the Department of Finance include in its 1!J80.-81 progress report on 

the implementation of Chapter 1235, Statutes of 1978, a description of the process for incor
porating county defined needs and priorities into the state social services plan required by 
that act, and (2) the adoption of supplemental report language requiring the Department 
of Social Services to submit a design for the prediction of program utilization which will be 
submitted with the proposed 1!J82.-8j budget. 

The Social Services Planning Act, Chapter 1235 , Statutes of 1978 (AB 1642), 
requires that the annual statewide social services planning process, required by 
federal law, be linked to the state's. budget process. Currently, the state social 
services planning process is based on the federal fiscal year and does not provide 
usable data for resource allocation through the state's budget process. To accom
plish this link, the act requires the Governor to submit to the Legislature with his 
proposed annual budget, a prediction of program utilization (PPU) based on a 
comprehensive state and county planning process. The Department of Social 
Services is required by the act to implement this comprehensive planning process 
during a three-year period beginning July 1, 1979. The first full planning cycle, 
including development of the PPU, is not required to be completed until submis
sion of the 1982-83 Governor's Budget. 

Prediction of Program Utilization. The PPU is intended to furnish the Legisla
ture with (1) a description of proposed programs and services and (2) a basis for 
allocating funds among these programs. Specifically, the act requires the depart
ment to (1) predict the number of persons or families in need of each program, 
(2) recommend priorities among the various programs, (3) recommend an alloca
tion of funds based on (a) base year allocations, and (b) specified needs and 
priorities, (4) identify proposed funding sources and the need for additional re
sources, and (5) summarize social services coordination and integration accom
plishments and public involvement in the planning process. 
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The Social Services Planning Act requires the Legislative Analyst to analyze the 
PPU in conjunction with his analysis of the annual Budget Bill. Because the first 
PPU willbe submitted as part of the. 1982--83 budget process, we have reviewed 
the department's progress in implementing Chapter 1235; Statutes of 1978. In 
addition, the Department of Finance advises that it will submit to the Legislature 
a 1980-81 progress report, as required by Chapter 1235, after June 30, 1981. 

Departmental Progress in Implementing the Act. The department of Social 
Services appears to be close to its implementation schedule, as set forth in the plan 
submitted to the Legislature by the department during hearings on the 1980 
Budget Bill. During 1980-81, DSS continued to convene the Interim Planning Task 
Force as required by the act, and developed planning guidelines for the 1982--83 
planning cycle. These guidelines are scheduled to be released to the counties in 
mid-February, approximately two weeks behind schedule. The February guide
lines are intended to notify coUnties of the steps necessary for implementation of 
the act. An additional notification is anticipated in June, which will include de
tailed instructions, projected caseloads, and projected 1981 base allocations neces
sary fpr the counties tQ complete the required plan by October 1981. 

Design of PPU Unspecified We have identified two problems regarding the 
implementation of this act. First, the department has not developed a framework 
for incorporating county needs and priorities into the state plan. The 1982--83 draft 
planning guidelines allow the counties to identify high priority local service re
quirements. It is unclear, however, how these local priorities will be weighted in 
relation to each other and to the state's established priorities. 

Second, the PPU.is scheduled to be·submitted to the Joint Legislative Budget 
Committee in late November 1981 along. with the department's . estimate of pro" 
gram expenditures for 1982--83. This time frame will allow legislative review of the 
prediction of program utilization only after it is completed rather than to its 
design. The required components of the PPU,however, may be addressed in a 
number of ways, and the Legislature may wish to ·review these alternatives before 
the design is completed. . 

In order to allow the Legislature an· opportunity to .assess the basis of the 
proposed 1982--83 budget for social services programs, we recommend the Depart
ment of Finance include in its 1980-81 progress report a description of the process 
for translating county needs and priorities into the state plan. We further recom
mend adoption of the following supplemental report language: 

"The Department of Social Services shall submit a detailed design for the predic
tion of program utilization which will be submitted with the proposed 1982--83 
budget, to the fiscal committees and the Joint Legislative Budget Committee by 
September 1, 1981." 

Cost-of-Living Increases for County Welfare Department Employees 
We recommend adoption of Budget Bill language limiting state fiscal liability for county 

cost-oE-living adjustments to the cost of the percentage increase authorized by the Legisla
ture. We further recommend adoption of supplemental report language directing the depart
ment to prevent overbudgetingof such increases in 1982-83. 

Item 518-101-001 (e) and (f) appropriate funds for county administration of the 
adoptions ($16,741,144) and community care licensing ($6,463,700) programs, as 
well as for a portion of the in-home supportive services program ($5,226,478). In 
addition, the budget contains $144.3 million in federal funds proposed for "other 
county social services." These amounts do not include funds to provide cost-of~ 
living increases to county employees during 1981-82. 

In addition, the budget contains language stating that "the Depa):"tment of Social 
Services shall not allocate state funds to counties for county administration for the 
purpose of fiscal year 1981-82 cost-of-living adjustments." It is our understanding, 
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however, that unless additional action is taken, the state may be forced to share 
in the funding of cost-of-living increases for county employees that exceed what
ever increases are specifically provided by the Legislature. 

1980 Budget Act Limits Salary Increases. The 1980 Budget Act provides for 
discretionary cost-of-living adjustments of 9 percent for these social services pro
grams. It also contains language specifically prohibiting funds appropriated for 
these programs to be used for county employee salary increases in excess of 9 
percent. Counties, however, were not prohibited by this language from providing 
salary increases in excess of 9 percent. The language merely specified that state 
and federal funds appropriated by the 1980 Budget Act could not be used for this 
purpose. 

As of November 1980, the average 1980-81 salary increase granted or expected 
to be granted by counties to their social services employees was 8.1 percent. Of 
the 58 counties, however, 24 have granted salary increases exceeding 9 percent. 
It is not known how many counties will grant further increases before the end of 
1980-81. The Department of Social Services advises that counties will be notified 
in early February 1981 of the procedures which will be followed to disallowreim
bursements for salary increases in excess of 9 percent. 

In addition to salary increases, counties may incur cost increases for staff bene
fits, minimum wage requirements, administrative overhead, and operating ex
penses and equipment. Increases in these expenditure categories were not 
covered by the 1980 Budget Act language limiting county salary increases. Total 
county cost-of-living increases during 1980-81, however, will exceed county salary 
increases as a result of these increases in staff benefits and other expenses. 

Effect on General Fund. The 1980. B.udget Act language regar<:ling county 
employee salaries is not continued in the 1981 Budget Bill, as introduced. Conse
quently, county governments could provide salary and benefit increases and claim
price increases for nonpersonal services which exceed any cost-of-living adjust
ment provided these programs through the state's budget process. For example, 
if the Legislature appropriated funds for a 4 percent price increase for the three 
identified programs, and the counties granted price increases totaling 9 percent, 

, the state could be liable for additiona1, unbudgeted costs of approximately $1.3 
million. .. 

The cost of individual county cost-of-living increases in excess of the percentage 
provided for by General-Fund appropriation for these programs may potentially 
be shifted to the state as a result of (1) reallocations of funds among the counties 
at the close of the fiscal year, (2) transfers of funds among state social services 
programs, and (3) requests for deficit appropriations from the General Fund. All 
three of these funding mechanisms have been employed in past years to fund 
county deficits. Therefore, without specific language precluding the use of funds 
appropriated by the Budget Bill for county cost-of-living increases in excess of the 
increase provided for by the Legislature, additional General Fund dollars may be 
required to support these increased expenditures. Moreover, in subsequent fiscal 
years, the higher cost-of-living adjustment would be built into the base expendi
tures, thus requiring increased state funding. Reimbursing counties for higher 
cost-of-living increases than specifically authorized in the Budget Act (1) reduces 
the Legislature's ability to control General Fund expenditures, (2) allows reduc
tions in service levels to support increased salary costs and (3) encourages inequi
table compensation levels among workers performing similar duties in the 58 
counties. 

For these reasons, we recommend that controllanguage be added to the Budget 
Bill which limits the state's fiscal liability for county cost-of-living increases in both 
personal and nonpersonal services to the cost of the percentage increase approved 
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by the Legislature. 
"Provided further that notwithstanding any provision of the Welfare and Insti
tutions Code to the contrary, none of the funds appropriated by this item for 
programs 20 and 30 shall be used to provide cost-of-living increases to personal 
and nonpersonal services in excess of the amount specifically authorized for such 
purposes by the Legislature." 
Even if the Legislature chooses not to fund cost-of-living increases in excess of 

the amount specifically appropriated in the budget year, cost-of-living increases 
granted and paid for by the counties in 1981~2 could be built into the following 
year's budget. To prevent overbudgeting, we further recomm'end adoption ofthe 
following supplemental report language: 

"The department's 198~ request for funds for special social services programs 
shall not include the cost of any 1981~2 salary, benefit, or nonpersonal services 
increase which exceeds the percentage increase authorized by the Budget Act 
of 1981. The department shall notify the counties that the state will not pay for 
cost-of-living increases in excess of the amount authorized by the Legislature 
and that the non-federal share of increases granted in excess of the percentage 
approved by the Legislature shall be a permanent county fiscal obligation." 

IN-HOME SUPPORTIVE SERVICES 

Program Description 
During 1981~2, the In-Home Supportive Services (IHSS) program will provide 

personal care, domestic and paramedical services to approximately 99,000 aged, 
blind and disabled individuals. This program is funded by the state and federal 
governments, and administered by county welfare departments. Each county may 
choose to deliver services in one of three ways: (1) directly by county employees, 
(2) by agencies under contract with the counties, or (3) by providers hired direct
ly by the recipient. Individual providers hired directly by recipients deliver 96.5 
percent of all IHSS case months. Los Angeles County accounts for 43 percent of 
estimated 19~1 IHSS expenditures. 

Current Year Savings 
The Department of Social Services estimates that 198~1 General Fund ex

penditures for IHSS will be $273,428 less than the amount appropriated for the 
program by the 1980 Budget Act .. This amount, less than 0.1 percent of the $243.8 
million appropriation, is due to savings of $2,046,327 in funds budgeted for mini
mum wage and cost-of-living increases which were partially offset by an increase 
of $1,772,899 in basic program costs, 

Budget Year Proposal 
The budget proposes a General Fund appropriation of $117,727,145 for IHSS, 

which is a decrease of $25,217,419, or 17.6 percent, below estimated 198~1 ex-
penditures. . 

This proposed decrease in General Fund support does not reflect a reduction 
in services provided under the program. Instead, it is largely the result of a 
proposed shift of $52,013,942 in federal Title XX funds from the Department of 
Education's child care programs to IHSS, and a corresponding sh~ft of General 
Fund dollars from IHSS to the Department of Education. In addition, the alloca
tion of $601,791 in additional federal Title XX funds is being used to reduce the 
amoUnt of General Fund support provided to the program. When allowance is 
made for these funding shifts, the amount requested from the General Fund for 
support of the program actually increases by $27,398,314. This increase is due to 
an anticipated 6.49 percent growth in caseload ($16,233,408), statutory cost-of-
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living adjustments for grants which are currently at the maximum level ($1,368,-
820), mininium wage increases effective January 1981 ($7,633,525), the cost of 
employee benefits for individual providers ($2,163,346) and a net decrease in the 
cost of restaurant meals ($ - 785) . ' 

Total program expenditures are proposed at $270,884,325 for 1981-82. This is an 
increase of $27,398,314, or 11.3 percent, over estimated current year expenditures. 
The budget also includes $306,813 in federal funds to provide IHSS to refugees. 

Program Funding Sources 
The state is statutorily required to provide a 25 percent match for federal Title 

XX funds available for IHSS. Since fiscal year 1978-79, the state's General Fund 
share of the IHSS budget has been larger than the federal share~ Of the funds 
proposed for the budget year, however, 43.5 percent are state and 56.5 percent are 
federal. Chart 2 shows the relationship between state and federal funds spent on 
IHSS during the period 1974-75 to 1981-82. 
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Chart 2 

Expenditures for In-Home Supportive Services 
General Fund, Federal and Totals 
1974-75 to 1981-82 (in millions) 

o 
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Automatic Adjustment to Maximum Allowable Monthly Payment 

81-82 

The budget requests $1,368,820 to provide a 4.75 percent increase in (1) max
imum allowable monthly payments and (2) restaurant meal allowance levels for 
in-home supportive services (IHSS). This percentage increase is proposed in lieu 
of the statutorycost-of-living adjustment based on the California Necessities Index. 

Background Existing law requires that maximum monthly allowable payment 
levels for IHSS recipients be adjusted annually to provide percentage cost-of-living 
increases identical to those statutorily authorized for SSIISSP grant levels. Under 
current law, the cost-of-living adjustment is based on the annual percentage 
change in the California Necessities Index (eNI). This index measures the weight-
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ed average change in the prices of food, clothing, fuel, utilities, rent and transpor
tation for low-income consumers. The index is based on California's largest metro
politan areas and is measured from December to December of the year preceding 
the effective date of the adjustment. The adjustment in 1981--82 payment levels 
called for by existing law is estimated at 11.2 percent. For the IHSS program each 
1 percent adjustment to the statutory maximum payment levels and restaurant 
meal allowances would cost approximately $290,000. 

Two categories ofIHSS recipients are identified for purposes of determining the 
maximum monthly payment levels: (a) IHSS recipients who are authorized to 
receive at lest 20 hours per month of personal care, ambulation, paramedical, and 
other specified services, arid (b) recipients who receive less than 20 hours of these 
specified services. Table 8 shows (1) the maximum allowable monthly payment 
levels for these two categories of recipients during 1979--80 and 1980--81 and (2) 
the 1981--82 maximum levels for these recipients based on the proposed budget 
and on the estimated increase in the CNI of 11.2 percent. 

Table 8 
Maximum Monthly IHSS Grants 

1979-80 to 1981-82 

1979-8f} 

Recipients receiving 20 or more hours of 
specified services per month .................... $664 

Other recipients .................................................. 460 

1980-81 

$767 
532 

Statutory 
(eN/) 

$853 
592 

1981-82 
Budget 
Proposal Di/lerence 

$803 
557 

$50 
35 

Impact of Proposed Monthly Payment Levels. In-home supportive services 
are authorized for eligible recipients based on needs assessments conducted by 
county welfare department staff. Service is awarded on an hourly basis. A small 
number of severely disabled recipients receive a flat monthly award. 

The dollar amount of an individual recipient's IHSS award is generally deter
mined by multiplying the number of authorized service hours by the hourly wage 
paid to IHSS providers. Although counties have the authority to establish the wage 
level for IHSS providers, the hourly wage is generally equivalent to the federal and 
state minimum wage ($3.35 per hour effective January 1981). Thus, in 1980--81, 
IHSS recipients would receive the maximum monthly payment of $767 if they 
required 20 or more hours of specified service per month and were authorized 229 
or more total hours of service per month. Other recipients could receive the 
maximum $532 monthly award if they were authorized 159 or more hours of paid 
service per month of which less than 20 hours were for specified services. 

A large majority of cases are paid on an hourly basis. For these cases, an increase 
in the statutory maximum monthly grant may increase the number of hours of 
service they receive each month. State law stipulates that an increase in the 
maximum allowable payment level should not be construed as a guaranteed in
crease in the number of hours of service or total dollar award a recipient may 
receive each month. Therefore, only those recipients who are determined to have 
an unmet need for service. which exceeds the current maximum payment level 
would receive increased service hour authorizations as a result of an increase in 
the statutory maximum. In practice, the majority of cases now at the statutory 
maximum would probably receive increased monthly service authorizations if the 
statutory maximum is increased. 

If the maximum payment level for 1981--82 is increased by 4.75 percent, as 
proposed by the budget, IHSS recipients paid on an hourly basis and receiving 20 
or more hours of specified services could receive up to 239 hours of paid service 
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per month (an increase of lO hours per month), provided no change is made to 
the minimum wage of $3.35 per hour. These recipients could receive up to 255 
hours of paid service per month if the maximum payment level called for by 
existing law (eNI increase estimated at 11.2 percent) was approved (26 hours per 
month). Recipients not authorized to receive 20 hours or more· of specified serv
ices could receive up to 166 and 177 hours of paid services per month, if the service 
cost level is increased by 4.75 percent and 11.2 percent, respectively. 

Recipients Paid on . a Monthly Basis. Approximately 1 percent of all IHSS 
recipients (less than 1,000 persons) receive flat monthly payments rather than 
hourly payments. These recipients' require a large amount of persollal services. 
Therefore, most flat grant recipients receive 20 or mOre hours of the specified 
services which qualify them for the highest maximum monthly payment. The 
effect of an increase in the statutory dollar award on flat grant recipients would \, 
be an increase· to their providers' monthly compensation. 

Caseload Receiving Maximum Monthly Payments. The Department of Social 
Services estimates that 3.35 percent' of all IHSS recipients receive the maximum 
allowable monthly payments. Of those recipients who qualify for the higher of the 
two service levels, however, 15.9 percent receive the maximum allowable monthly 
payment. Table 9 shows the number of recipients projected to receive the max
imum monthly paymerit during 1981-82. 

Table 9 
In-Home Supportive Services 

Estimated Case load Receiving 
Maximum· Monthly Payment· 

1981-82 

A verage Monthly Cases 

Total 
20 hours or more of specified services .............................. 12,541 
Other .......................................................................................... 86,493 

Totals ..................................................................... ;............ 99,034 
a Source: Department of Social Services. 

At Maximum 
Payment Level 

2,000 
1,312 

3,315 

Percent 
15.9% 
1.5 

3.35% 

Other EUects of Statutory Increase. Increases in maximum monthly service 
costs to IHSS recipients account for $1,258,943 of the total $1,368,820 proposed for 
the statutory cost-of-living adjustment. The remainder is allocated for (1) an in
crease in the maximum monthly allowance for restaurant meals from $43 to $44 
($10,855) and (2) an increase in the cost of employee benefits for providers due 
to an increase in the number of IHSS recipients whose quarterly payroll to provid
ers would become subject to various withholding rules if the payment levels are 
increased ($99,022) . 

Continued Growth in Expenditures 
We withhold recommendation on $27,398,314 from the General Fund proposed for in

creases in caseload, minimum wage, cost-of-living and provider benefits for the In-Home 
Supportive Services program, pending receipt from the Department of Social Services of (1) 
a report required by the 19'19 Blidget Act regarding the implementation of uniform IHSS 
program regulations and (2) a report on the April to October 1980 quality control review 
period and the departments plans for correcting errors identified in that report. 

The budget proposes $270 million, all funds, for the In-Home Supportive Serv
ices program in 1981-82. 'this is an increase of $27A million, or 11.3 percent, above 
estimated current year expenditures. Because a larger share of available federal 
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Title XX funds are proposed for allocation to this program than has been allocated 
in past years, the net General Fund amount proposed for IHSS in 1981-82 is $25.2 
million, or 17.6 percent, less than estimated General Fund expenditures in the 
current year. 

Our analysis indicates that based on past trends and the reduced availability of 
additional federal funds in future years, General Fund support for IHSS can be 
expected to resume the growth rate indicated by Chart 2. 

Since 1974-75, when this program was created, total expenditures for IHSShave 
grown by over 300 percent. The average annual increase in expenditures since 
1974-75 has been 19.4 percent. While the increase in expenditures proposed for 
1981-82 is only 11.3 percent, the budget does not provide for (1) discretionary 
cost-of-living increases to county welfare department staff or contract providers 
or (2) the full statutory cost-of-living adjustment fotmaximum allowable payment 
levels. 

Table 10 displays the increases in total expenditures for IHSS since 1974-75 and 
the proportions of General Fund and federal funds for each year. The table shows 
that the rate of growth in expenditures decreased from 1979-80 to 1981-82. The 
department .states this maybe due to implementation of uniform regulations 
enacted in April 1979. 

Table 10 
Total Expenditures for the In-Home Supportive Services Program 

1974-75 to 1981-82 

Percent Percent 
General of Federal of Amount Percent 
Fund Total Funds Total Totals Increase Increase 

1974-75 .............. $25,927,000 32.9% $52,750,002 67.1%. $78,677,002 
1975-,76 .............. 44,953,000 46.6 51,415,152 53.4 96,368,152 $17,691,150 22;5% 
1976-77 .............. 28,908,943 25.0 86,726,828 75.0 115,635,771 19,267,619 2O~0 
1977-78 ...... ; ....... 53,647,157 39.3 82,743,379 .61.7 136,390,536 20,754,765 18.0 
1978-79 .............. 94,731,134 53.3. 82,866,134 46.7 177;597 ;lJi8 41,206;732. 30.2 
1979-80 .............. 119,396,738 55.5 95,579,634 44.5 214,976,372 37,379,104 21.0 
1980-81 (est) .. 142,944,564 58.7 100,541,447 41.3 243,486,011 28,509,634 13.4 
198i-82 (prop) $117;727,145 43.5% $153,157,180 56.5% $270,884,325 $27,398,314 11.3 

Cost Containment Report Submitted January 20, 1981. Pursuant to language 
contained in the 1980 Budget Act, the Department of Social Services submitted 
to the Legislature a report which suggests a variety of approaches to contain the 
continued growth in expenditures for this program. The report was submitted 
January 20,1981, too late for a detailed analysis to be inCluded here. Ourprelimi
nary review, however, indicates that the report should assist legislative decisions 
on the funding of this program. We will be prepared to comment on the report 
. during budget hearings. 

Factors Goveming Expenditure Growth. In the January 20, 1981 report, the 
department identified four aspects of the IHSS program which affect program 
costs: (1) eligible population, (2) range of services provided, (3) the level of 
assessed need for those eligible, and (4) the cost of services . 

• Eligible population. Under· current law, all SSIISSP recipients and others 
who would be eligible for SSI/SSP except for excess income are eligible for IHSS. 
Less than 100,000 of those eligible, however, receive services. Expansions or res
trictions in the criteria for determining the eligible population would affect pro
gram cost. 

• Range of Services. The IHSS program currently provides doinestic services, 
personal care, teaching and demonstration, yard hazard abatement and paramedi
cal services. The availability of these services through IHSS affects the total hours 
of service authorized. 
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• Assessed need. Needs a.ssessments conducted by social workers determine 
(1) the amount of IHSS required by recipients and (2) the degree of impairment 
for purposes of determining the recipient's monthly payment level. Individuals 
who are assessed as having a need for 20 or more hours of personal care service 
per month are eligible for higher maximum monthly service payments than other 
IHSS recipients. Individual needs assessment decisions are a major factor in total 
program cost . 

• Cost of service delivery. The costs of (1) provider salaries, (2) employee 
benefits for providers and (3) administrative overhead for county welfare depart
mentsand contract providers are another component of program growth. 

Quality Control Program Not Described The cost containment report submit
ted on January 20,1981 does not contain (1) a schedule for future quality control 
reviews, or (2) the department's plans for correcting the errors identified by the 
current review. Both were required by the Legislature in the 1980 Budget Act. In 
a 1978 pilot study of quality control for IHSS, the department found that (1) 15.8 
percent of payments sampled were made to recipients whose eligibility was not 
documented and (2) 10.6 percent of sampled cases received higher payments than 
authorized. The department advises that during the last year it has initiated a 
full-scale quality control process to (1) monitor county compliance with state IHSS 
regulations and (2) diagnose weaknesses in state regulatory policy for corrective 
action. In addition, the department indicates that a quality control report for the 
first six-month cycle is expected shortly. 

Required Report Delayed. The Supplemental Report of the 1979 Budget Act 
required the Department of Social Services to submit to the Legislature by April 
1, 1980, a report on caseload growth, hours of service, cost of service, and other 
information regarding the April 1979 implementation of IHSS program regula
tions. In order to include data from counties which did not implement these 
regulations until November 1979, the department has delayed the submittal of this 
report until February 1, 1981. . 

Our analysis indicates that, although the marginal growth rate appears to be 
leveling off, IHSS expenditures will continue to grow at a rate exceeding that of 
other social services programs. We have not had an opportunity to review informa
tion which will be contained in the forthcoming report on the April 1979 regula
tions. As a result, we are unable to (1) determine what effect, if any, these efforts 
have had on controlling costs or (2) recommend approval of increased program 
costs. Therefore, we withhold recommendation on $27,398,314 from the General 
Fund requested to fund estimated increases in caseload, minimum wage, cost-of-. 
living and provider benefits pending receipt of (1) the report required by the 1979 
BudgetAct regarding caseload growth, hours of services, costs of service and other 
information regarding the implementation of IHSS program regulations, and (2) 
the IHSS quality control report for the period April to October 1980 and· the 
department's plans for correcting any error rates identified by that report. 

IHSS Payrolling System 
We recommend (1) the Department of Social Services submit to the Legislature prior to 

budget hearings, a timetable for development and approval of a feasibility study report on 
the 1982-83 implementation of Chapter 463, Statutes oEl97a, and (2) adoption of Budget Bill 
language requiring, in the absence of an approved feasibility study report, a competitive 
bidding process to select the most cost-effective vendor. 

The budget proposes $20,339,765 to provide employee benefits to individual 
providers of in-home supportive services. This is an increase of $2,163,346, or 11.9 
percent, over estimated expenditures for this purpOSe in 19ao-:Bl. Of the proposed 
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$20.3 million for provider benefits, $17.8 million would be eXpended for employee 
benefits, and $2,525,139 is proposed to pay.a private vendor for the operation of 
an automated statewide payrolling system. 

Background Chapter 463, Statutes of 1978 (AB 3028), requires the Depart~ 
ment of Social Services to ensure that payments for federal Old-Age Survivors and 
Disability Insurance benefits, unemployment insurance, disability insurance, and 
workers'compensation are made on behalf ofIHSS recipients to individual provid
ers. Counties and IHSS contract providers are responsible for ensuring that their 
employees receive these benefits. 

Services provided by individual providers are estimated by the Department of 
Social Services to account for 96.5 percent of ann~al case mo:qths during 1980-81. 
All but four counties use this mode of service provision for a portion of their 
caseload. ' . 

Chapter 463 went into effect on January 1, 1978. To comply with the provisions 
of the act, the department elected to contract with a private vendor to establish 
and maintain a statewide computerized payrolling system. Because of a challenge 
to the initial contractor selection process, the department had to undertake a .. 
second proposal process. This delayed selection of a payrolling contractor until 
September 5, 1979. In January 1980 the first checks were mailed to individual 
providers by Electronic Data Systems Federal (EDSF), the successful bidder in 
the second proposal process. 

ContraCt Costs Exceed Proposal. The EDSFfirmwas selected from among 
four qualified bidders to establish and maintain .the automated IHSS payrolling 
system. Its selection was based largely on the firm's organization, experience and 
proposed methodology, as well as on the totalproposed cost. The ED SF proposal 
scored second in the. evaluation process, and offered the . lowest bid of. the· four 
qualifying bidders ($4,338,136, for the period September 1979 to June 1982); 

Since the execution of the contract, however, various system enhancements and 
additions not identified.in the request for proposal have increased the anticipated 
cost of the 34-month contract to $6,669,139. Thus the estimated cost of the contract 
is $2.2 million, or 52~0 percent, higher than the initial proposal. Without further 
competition among bidders, we are unable to determine if this contract is the most 
co~t-effective alternative available to the state for the provision of employee bene-
fits on behalf of IHSS recipients. . .. 

Contract Expires June 30, 1982. The agreement between EDSF and DSS ex
pires June 30, 1982. The State Administrative Manual suggests than an analysis of 
alternatives to an expiring data processing contract should be concluded no later 
than six months prior to the expiration date. (The department advises that a period 
of nine months is generally required to complete the request for proposal process.) 
Therefore it will be necessary for the department to decide whether to .continue 
or terminate the current contract prior to legislative hearings on the 1982-83 
Budget bill. . . . ... 

Alternatives to the Existing Contract. Among the alternatives available to the 
state are (1) operation of a payrolling system using state-owned resources, (2) 
continuation of the existing contract and (3) selection of a different vendor based 
on a competitive bid process. The current contract includes a provisioIi allowing 
the state to purchase or lease the software of the payrolling system. 

Our analysis indicates that, during the initial contract selection process, the 
department failed to include in the feaSibility study report, submitted to'the State 
Office of Information Technology, a detailed cost-benefit analysis of the alterna" 
tives, such as the use of state-owned resources, to implement Chapter 463, Statutes 
of 1978. The purchase of system components not identified in the initial request 
for· proposal have resulted in UnanticipaJed increases in total contract costs. To 
some extent these unanticipated increases would have been identified in a more 
detailed feasibility study report. 
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Time Schedule for Decision Not Established Our analysis indicates that the 
department has not yet developed a framework or time schedule for determining 
the most effective alternative for assuring that IHSS recipients meet their legal 
obligations· as employers. In addition, we have been unable to determine the 
relationship between the IHSS automated payrolling system and the Statewide 
Public Assistance Network (SPAN) currently being developed by the department 
in response to Chapter 282, Statutes of 1979. The department has been unable to 
identify the potential link between these two automated public assistance systems. 

In sum; we conclude that (1) the initial analysis of alternatives for the im
plementation of Chapter 463, Statutes of 1978, did not adequately assess the poten
tial use of state-owned resources, (2) the anticipated total contract costs . are 50 
percent higher than the bid submitted by the contractor in open competition, and 
(3) little attention has been focused by the department to date on what shouldbe 
done when the current payrolling. contract expires. To the extent that state re
sources could be used to proVide the payrolling service at a lower cost or other 
potential vendors could compete more successfully given current system specifica
tions, the current contract may be unnecessarily costly. 

Therefore, we recommend (1) the Department of Social SerVices submit to the 
Legislature prior to hearings on the 1981 Budget Bill a timetable for development 
and approval of a feasibility study report on the implementation of Chapter 463, 
Statutes of 1978; beginning July 1, 1982, and (2) the following language be added 
to the 1981 Budget Bill: 

"ProVided further that, the Department of Social Services shall submit to the 
Joint Legislative Budget Committee, a feasibility stUdy report approved by the 
Department of Finance llIld prepared in accordance with Section 4920 et seq. 
of the State Administrative Manual, for the continued implementation of Chap
ter 463, StatUtes of 1978, and that this report shall include an analysis of (1) the 
alternative of utilizing state-owned resources and (2) the relationship of this 
implementation with the development of the Statewide Public Assistance Net
work. ProVided further that, in the event such a feasibility study report is not 
Gompleted and approved b)i September 1, 1981, the departmellt shall develop 
a request for proposal and enter into a competitive bidding process to select the 
most cost-effective vendor to implement the requirements of Chapter 463, Stat
utes of 1978." 

OTHER COUNTY SOCIAL .sERVICEs 

Program Description 
The Other County Social SerVices (OCSS) program consists of nine mandated 

TitleXX programs (IHSS isthe tenth mandated-program) and thirteen programs 
which are prOVided at each county's option. A fourteenth serVice, family protec
tion, offered in Shasta and San Mateo Counties on a pilot basis, expires June 30, 
1981. . 

Proposed Budget 
The budget proposes a total amount of $211,806,709 for Other County Social 

SerVices in 1981-82. This total consists of$192,129,465 in federal and county funds 
for the overall OCSS program, $10,572,426 (including $5,000,000 from the General 
Fund) for a 24-hour emergency response system and $9,104,818 in federal funds 
for serVices to refugees. Because the OCSS program is supported primarily by 
capped federal Title XX funds, anycost-of-living increase granted by the Legisla
ture would require an increased General Fund appropriation. 
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Twenty-four-Hour Emergency Response System 
We withhold recommendation on $7,929,319 proposed Eorcontinued supportoE a statewide 

24-hour emergency response system pending review oE (1) actual 197!i-80 and 1980-8i C(Jsts 
Eorthis system, and (2) a report submitted to the Legislature January 20, 1981. 

The budget proposes $10,572,426 to continue a 24-hour emergency response 
system for child abuse and neglect. This amount includes $2,929,319 in federalTitle 
XX funds, $5,000,000 from the General Fund, and $2,643,107 in county funds, 

Required Report Received January 20, 1981. The Supplemental Report of the 
1980 Budget Act required the Department of Social Services to submit a reportto 
the Legislature by December 15, 1980, regarding the characteristics of services 
rendered by the 24-hour emergency response system. The department notified 
the Legislature by letter that this report would be delayed until January 31, 1981, 
to allow for the collection of necessary d.ata. Because of the late receipt of that 
report, we are unable to include a thorough analysis of its findings in this Analysis. 

General Fund. Support Not Required Our preliminary review of the report, 
however, indicates that only $1,905,900 or 38.1 percent of the $5,000,000 appropriat
ed from·.the General Fund for this program was expended in 1979-80. The report 
states that in addition to possible start-up delays, one reason so few funds were 
expended in 1979-80, is that surplus federal Title IV-B funds were used prior to 
using state funds. In addition, the department reports that, as ofJanuary 1981, (I) 
seven counties were not claiming reimbursement from the 24~hour emergency 
response system appropriation and (2) Los Angeles County has implemented the .. 
system in only one of it six. regions. This indicates that 1981-82 expenditures may 
be somewhat less than the amount requested. . 

Funds Used for Purposes Other Than That Intended by the Legislature. Fur
ther, our analysis indicates that, contrary to legislative intent, funds appropriated 
by the Legislature in the 1979 Budget· Act for this system were reallocated. to 
counties at the end of the fiscal year to defray county deficits in other social 
services programs. 

For the reasons given above, we are unable to determine the appropriate level 
of support for the 24-hour emergency response system. Accordingly, we withhold -
recommendation on $5,000,000 General fund and $2,929,319 federal Title XX 
funds proposed to continue support for the 24-hour emergency response. system 
until we have had an opportunity to review (I) the actual 1979-80 and 1980-81 
costs for this program and (2) the report submitted by the department January 
20, 1981. . 

OTHER SOCIAL SERVICES ACTIVITIES 

Community Care Licensing 
Community care facilities provide nonmedical residential care, day care; or 

homefinding services for children and adults. The Community Care Facilities Act 
of 1973 (Health and Safety Code, Section 1500 et. seq.) established minimum 
standards of care and services in community care facilities, and provided for the 
licensing and evaluation of these facilities. Pursuant to this act, the Department 
of Social Services develops regulation~, conducts facilities evaluations, and con
tracts with counties to license and evaluate community care facilities. 

In 1980-81, 48 counties contracted with the state to license approximately 70 
percent of all community care facilities in California. About 90 percent of the 
county-licensed facilities are family day care or foster homes for children. The 
Department of Social Services is responsible for monitoring the performance of 
county licensing agencies. It also directly licenses about 26 percent of the state's 
community care facilities. Expenditures for direct state facilities evaluation are 
included in Item 518-001-001, Departmental Support. 
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Budget Year Decrease. The budget proposes $6,463,700 from the General Fund 
to support facilities evaluation and licensing by counties under contract with the 
Department of Social Services. This is a decrease of $9,292,400, or 59 percent, from 
1980-81 estimated expenditures . 

. This proposed decrease consists of (1) a net reduction of $1,413,100 in funds 
proposed for county licensing, based primarily on the application of proposed state 
workload standards to the anticipated number of county licensed facilities, and (2) 
an anticipated savings of $7;879,300 resulting· from proposed legislation to elimi
nate the licensure of family day care homes. The proposed budget also. anticipates 
the enactment oflegislation to reinstate fees for licensure of community care 
facilities. To the extent that county facilities licensed by counties are not exempt 
from such fees, the collection of these fees may increase county administrative 
costs. Such costs are· not included in the proposed budget. 

Elimination of Family Day Care Licensing. . Faniily day care homes, as defined 
by state law, provide care, protection and supervision for up to 12 children in the 
caregiver's own home, for less than 24 hours, while the children's parents or 
guardians are away. The Department of Social Services estimates that 22,030 fam
ily day care homes would be licensed by counties during 1981--82. The estimated· 
savings 6f $7,879,300 as a result of the elimination of licensing was derived by (1) 
applying the proposed state workload standard of 129 family day care facilities per 
evaluator to the projected caseload, and (2) adding the estimated cost of 
nonevaluator support staff. To the extent that county costs per position are overes
timated and counties exceed the workload standard of 129 facilities per evaluator, 
this estimate may overstate actual savings. 

Workload Standards Contain Unjustified Tasks 
We recommend thedeJetion of unjustified tasks from the proposed allocation standard, 

for a General Fund reduction of $371,134. 

The budget proposes $6,463,700 from the General Fund to support facilities 
evaluation and licensing by counties under contract with the Department of Social 
Services. Of this total, $5,776,346 is proposed for the ongoing cost of licensing and 
evaluating commUItity care facilities. The remaining $687,354 is proposed to sup
port the costs of several regulatory and legislative initiatives. The $5,776,346 
proposed for basic costs is based on (1) actual 1979-80 county costs of $23.10 per 
hour of licensing activity, (2) projection of a stable caseload of 14,974 facilities in 
1981--82, and (3) application of a January 1980 workload study of the tasks per
formed by state-employed licensing staff. 

Workload Study. The workload study completed by the Department of Social 
Services indicates that the historically accepted staffing standard-150 licensed 
day care and 75 licensed residential care facilities per state evaluator-does not 
accurately reflecttheactualworkload required to evaluate community care facili
ties.·This standard also has been used to allocate funds to the countiesJor commu
nity care licensing. Based on a review of actual time spent and tasks performed, 
the workload study establishes alternative staffing standards for seven distinct 
categories of facilities, rather than the two broad categories currently used .. 

We have identified two components which we .do not recommend be included 
in the workload standards: (1) evaluations of community care facilities within 90 
days after initial approval of a license to operate (post-licensing evaluations) and 
(2) caseload management. . . 

Post-Licensing Evaluation. The proposed staffing standard includes time for 
evaluators to visit each facility within 90 days after an operating license has been 
approved. The department advises that these visits may. reduce (1). the amount 
of time required for annual visits and (2) the number of complaints received 
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regarding violations of licensing regulations. The department, however, is unable 
to document the extent to which the proposed visits are likely to achieve these 
results. In addition, because these post-licensing visits have not been conducted 
on a uniform basis in the past, we are unable to verify the amount of time included 
for this activity. As a result, we have no analytical basis to recommend that this 
activity be provided for in the proposed workload standard. 

CaseJoild Management. The proposed workload standard also includes a "case
load management" component, which increases by 20 percent the amount of time 
required for facilities evaluation. This component includes several tasks, such as 
case file review and drop-in visits, which are already performed as part of other 
tasks. We recommend that increases for the caseload management component of 
the staffing standard be reduced from 20 percent to 10 percent, in recognition of 
this duplication. 

Projection of Licensed Facilities. The proposed county licensing budget as
sumes that the number of county-licensed facilities will remain constant during 
1981-82. Our analysis of past trends in county-licensed facilities, other than fainily 
day care homes, indicates this is an appropriate assumption. The department 
estimates that during 1981-82, counties will license 100 adult day care homes, 
13,200 foster family homes and 1,674 other family homes. 

Existing statute contains specific policies and procedures for licensing cortlmu
nity care facilities. Based on· available information, we cannot recommend the 
addition of the two identified components to the workload standards for this 
program. Therefore we recommend that post-licensing evalutions and a portion 
of caseload management activities be deleted frotn the workload standard, for a 
General Fund reduction of $371,134. Table 11 identifies how this recommendation 
would affect the department's proposed workload standards. 

Table 11 
Department of Social Services 
Alternative Staffing Standards 

for Facilities Evaluators 
(Facilities per Evaluator) 

Existing 
Facility Category Standard 
Day Care .......................................................................................... 150 

Family day care ......................................................................... . 
Other day care ........................................................................... . 

Residential Care.............................................................................. 75 
Foster family homes ................................................................. . 
Other family homes ................................................................. . 
Group homes for children ....................................................... . 
Other group homes ................................................................... . 
Homefinding agencies ............................................................. . 

Adoptions 

Proposed LAO Proposed 
Standard Adjusted Standard 

129 143 
104 114 

115 126 
113 124 
67 73 
51 56 
84 84 

The Department of Social Services administers a statewide program of services 
to parents who wish to place children for adoption and to persons who wish to 
adopt children. Adoptive services are provided through three state district offices, 
28 county adoptions agencies and eight private agencies. There are three major 
adoptions programs: (1) relinquishment adoptions, in which a child is released 
from parental custody and placed in an adoptive home; (2) independent adop
tions, in which the natural parents and adoptive parents agree on placement 
without extensive assistance from an adoptions agency; and (3) intercountryadop
tions which involve children from countries other than the United States. 
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The adoptions program is primarily supported from the General Fund, although· 
a fee of up to $500 is collected from adoptive parents. The General Fund supports 
casework provided by the state and county agencies, and reimburses private 
adoptions agencies for placement of hard-to-place children. 

Current year savings. The Governor's Budget estimates current year savings 
of $309,889 in the adoptions program. The department advises that this estiinated 
savings is based on (1) receipt of more recent information regarding the number 
of adoptive placements and the cost per adoptive placement ($240,476), (2) a 
revised methodology for estiinating fee revenues collected from adoptive parents 
$46,838), and (3) reductions in anticipated costs for implementing the federal 
Indian Child Welfare Act (PL 95-608) and reimbursing private adoptions agencies 
for services provided to "hard-to-place" children ($22,575). This estimated current 
year savings· will be revised during the May 1981 revision of expenditures. 

Budgetproposal. The budget proposes $16,946,994 to support the state adop
tions program,s in 1981-82, which is an increase of $405,048, or 2.4 percent, over 
revised estiinated current year expenditures. This increase is based on (1) an 
anticipated increase in the number of adoptive placements from 2,647 to 2,712 in 
1980-81 and 1981-82, respectively, and (2) a corresponding increase in the reve
nue anticipated as a result of the collection of fees for adoptions services. 

Cost for Adoptive Placement Overestimated 
We recommend deletion of overbu,dgeted funds for county-operated adoptions programs, 

fora .General Fund reduction of $167,492. . 

The $16,946,994 proposed in this item for the state adoptions program includes 
$16,741,144 to reimburse county adoptions agencies, and.$205,850 to reimburse 
private adoptions agencies and implement the provisions of the Federal Indian 
Child Welfare Act. County adoptions agencies submit quarterly claims forreim
bursement for adoptions services delivered to birth parents, adoptive parents and 
children. The state is required by statute to reimburse these county claims after 
it deducts revenue generated through the collection of fees from total costs. The 
state, however, may specify allowable county costs and is not required by law to 
increase funding for the adoptions program to provide for anticipated caseload 
increases or cost-of-living and overhead increases for county employees. 

Estimate of Unit Cost Based on Single Quarter. The budget proposal of 
$16,741,144 to reimburse county adoptions agencies is based on a projection of 2,712 
placements of children in adoptive homes during 1981-82. Of these placements, 
2,652 are anticipated to be relinquishment and indeperident adoptions and 60 are 
intercountry adoptions~ These caseload projections were multiplied by the aver
age costs per adoptive placement-$4,973 for intercountry adoptions and $6,340 for 
other adoptions programs-to determine the proposed 1981-82 request. 

The Department of Social Services advises that these unit costs were derived 
using the reported caseload and county reimbursement claims for the fourth 
quarter of 1979-80. In past years, the unit cost used for estiinating expenditures for 
the adoptions program has been based' on actual cost per placement over an entire 
year. The department advises that only the last quarter of 1979-80 was used for this 
estiinate because costs during the first three quarters, were not representative of 
total program costs. According to the department, county adoptions agencies had 
experienced deficits in previous fiscal years and felt compelled to hold down costs 
arbitrarily during the first three quarters of 1979-80 in order to avoid a further 
deficiency. 

We have three problems with the use of fourth quarter, rather than full year, 
data. First, our analysis of expenditures for the state adoptions program in the two 
years prior to 1979-80 indicates that there was a surplus of funds budgeted for 
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adoptions in both 1977-78 and 1978-79. In fact, a portion of the General Fund 
amount budgeted for the adoptions program in 1978-79 was transferred, at the 
request of the Department of Social Services, to fund a portion of the 1978-79 
deficit in the In-Home Supportive Services program. Second, our review of quar
terly costs per adoptive placement since 1974-75 indicates that uIiitcostswere 
higher than the fourth quarter of 1979-80 only once during that six-year period. 
Finally, our analysis indicates that fourth quarter claims have been higher than the 
previous three· quarters in four of the last six years; . 

Projected Unit cost based on full-year data. . Using actual 1979-80 costs claimed 
as of January 20, 1980, ($14,529,960) and placements as reported in the depart~ 
ment's publication, Adoptions in California, we estimate 1981-82 expenditures of 
$16,573,652 for reimbursement of county adoptions agencies, rather than the $16,-
741,144 proposed in the budget, a difference of $167,492. Because fullyear costs 
more accurately reflect the actual experience of the adoptions program, we rec
ommend using these costs for budgeting purposes, for a General Fund savings of 
$167,492. 

Social Services for Refugees 
We recommend the Department of Finance advise the Legislature during budget hearings 

regarding the administrations plans in the event the state does not receive·$49.9 million in 
anticipated federal funds for social services to refugees. 

The Comprehensive Refugee Assistance Act authorizes 100· percent federal 
support of social services provided to refugees, without a time limit on individual 
eligibility. The concurrent resolution on the federal fiscal year 1981 budget(HJR 
644) , however, limits to $93.7 million the amount of federal funds available for 
social services to refugees. California's allocation ()f these funds in 1980-81 is $25,-
014,400. This is $6 million less than estimated expenditures for the current· year. 
This allocation may be increased if additional federal funds are made available 
(special funding for Cuban I Haitian entrants, as an example) or if other states fail 
to spend· their share of these funds. . 

Budget ProPQsal~Federal Funds Uncertain. The budget proposes $49,893,Q65 
in federal funds for social services to refugees. This is an increase of $18,818,324, 
or 37.7 percent, over estimated current year expenditures. The funds would be 
used to deliver social service$ to refugees, pursuant to the Federal Comprehensive 
Refugee Act of 1980 (PL 96-212) .. Of the proposed total, $40;482,334 would be used 
to continue and expand a network of contracts with private agencies Which pro
vide social· services, job placement and training in English as a second language. 
The remaining $9,411,631 would be allocated to county welfare departments for 
the provision of services to refugees. . 

The budget proposes to use federal fiscal year 1982 refugee funds during state 
fiscal year 1981-82. The proposed 1982 federal budget, however, contains only 
$70.0 million in federal funds for nationwide services to refugees. If this proposed 
federal appropriation level is not increased through executive or congressional 
action, iUs unlikely that California would receive the proposed $49.9 million in 
federal funds for social serVices to refugees. Because a shortfall infederal funds in 
the budget year may curtail the anticipated level of service and create a demand 
for General Food support of these serVices, we recommend that the Department 
of Finance advise the Legislature duringbudget hearings of the administration's 
plans in the event the amount of federal funds anticipated in the budget does not 
materialize. . 
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Title XX Training 
The Title XX training program consists of (1) county administered staff develop

ment, (2) services training conducted by universities for county welfare depart
ment staff, and (3) training for direct service providers, such as foster parents, 
child care workers and providers of in-home supportive services. 

The 1980 Budget Act authorized two positions in the Department of Social 
Services to administer and monitor the state's Title XX training program. These 
positions are limited to June 30, 1982. During the current year, the department has 
redirected two additional positions for this purpose. In a status report required by 
. the 1980 Budget Act, the department advises that in the current year, (1) proposals 
have been accepted and contractors selected to provide training to child day care 
workers and foster parents, and (2) a uniform budget format for private vendors, 

. a standard written agreement between students and their county welfare depart
ment employers and a quarterly reporting system were developed for Title XX 
training contractors. 

Federal Funds Reduced 
We recommend the Department of Finance advise the Legislature during bridget hearings 

of the administrations plans in the event that federal Title XX training funds available in 
1981-82 are less than budgeted. 
. The budget proposes $15,666,667 for Title XX training programs in 1981.,..82, 

consisting of $11,600,000 in federal funds, $3,231,000 in matching funds from con
tractors and $835,667 in matching funds from counties. Prior to the passage of PL 
96-86, which became effective in federal fiscal year 1980, federal grants for Title 
XX training were unlimited. This act established a nationwide spending cap of $75 
million for Title XX training programs. Under this spending limit, California's final 
allocation for federal fiscal year 1980 was $6,147,747. 

Additional federal legislation enacted in 1980, the Adoption Assistance and Child 
Welfare Act of 1980 (PL 96-272), authorized the allocation of federal Title XX 
training funds in an amount up to 4 percent of the state's total federal Title XX 
social services allocation. This equals approximately $11.6 million for California in 
1980-81. Beginning in·federal fiscal year 1982, however, PL 96-272 allows federal 
Title XX training funds to be allocated only on the basis of an approved state 
training plan. Despite the higher authorization level contained in PL 96-272, Con
gress again appropriated $75 million for this program in federal fiscal·year 1980. 
The concurrent resolution on the 1981 federal budget (HJR 644) also contains $75 
million. 

A report submitted December 18, 1980 to the Joint Legislative Budget Commit
tee by the Department of Social Services advised the Legislature that. (1) 1980-81 
allocations to the state's Title XX training programs were being reduced in propor
tion to the reduction in federal funds from $11.6 million to $6,147,747, and (2) the 
appropriate Title XX training budget level for 1981-82 is $6,147,747. The 1981-82 
budget, however, proposes $11.6 million in federal· Title XX training funds. 

Our analysis indicates that the budget contains more federal funds for Title XX 
training than the state can expect to receive, given past and current. federal 
funding levels. As a result, the administration probably will be unable to accom
plish the proposed Program objectives for Title XX training. Therefore, we recom
mend the Department of Finance advise the Legislature during budget hearings 
of the administration's plans for reducing the proposed level of service if federal 
funds are not received at the anticipated level. 

--------------- ---- --- ------
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Demonstration Programs 
The budget proposes to terminate funding for three projects: (1) the Family 

Protection Act (Chapter 21, Statutes of 1977) projects in San Mateo and Shasta 
Counties, (2) respite care projects for abused or neglected children and their 
families. in four counties funded by Chapter 1353, Statutes of 1979, and (3) an 
in-home supportive services project to develop a model for conducting equitable 
needs assessments. 

The budget also propQses to carry forward $432,837 in funds initiallyappropriat
ed in the 1979 Budget Act for the multipurpose senior services project. Thisptoject 
is discussed in our analysis of the Health and Welfare Agency Secretary, Item 053. 
In addition, .the budget anticipates continued federal support of $269,037 for child 
abuse demonstration projects. The budget also proposes $1,597,346 in General 
Fund support for a program of access services for the deaf and hearing-impaired 
as established by Chapter 1193, Statutes of 1980. 

Department of Social Services 

LOCAL MANDATES 

Item 518-101 (g) from the Gen-
eral Fund Budget p. HW 181 

Requested 1981-82 ....... ~ ........................... , ........... : ........................... . 
Estimated 1980-81 .................................................... ; ...................... . 
Actual 1979-80 ................. c •••••••••••••••••••• : •••••••••••••••••••••••••••••••• ; •••••••••• 

Requested increase $107,680 (+1.3 percent) 
Total recommended reduction ................................................... . 

$8;458,000 
8,350,320 
7,074,577 

$8,440,400 

, 'Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. IHSS Executive Mandate. Reduce by $2,696,0fHJ. Recomrilend 1053 
deletion of funding for the IHSS executive mandate .. , 

2. AFDCLegisJativeMandate. Reduceby$5,744,400. Recommend 1054 
reduction of the amount budgeted to reimburse counties for the 
mandate resulting from enactment of Chapter 348, Statutes of 1976 
(AB 2601). 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriation to reimburse local govern

ments for executive and legislative mandates .. Thebudget proposes to reimburse 
counties for implementing four executive regulations and three legislative man
dates involving programs' administered by the Department of Social Services. 

Executive Mandates 
1. Regulations for the In-Home Supportive Services Program. The budgetpro

poses to reimburse coun.ties for social worker time spent implementing regulations 
for the In-Home Supportive Services (IHSS) program dated April 1, 1979. The 
department anticipated that these regulations would impose a higher level of 
service on counties as a result of the requirements that counties. (1) assess the need 
for in-home supportive services for clients in shared living situations, (2) report 
on teaching and demonstration of homemaking skills, and (3) review the need for 
protective supervision for IHSS recipierits. 
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2. Treatment of Loans-AFDC and APSB Programs. The department has im
plemented ~egulations which change the method of treating loans when calculat
ing a recipient's grant level under the AFDC and APSBprograms. Under the 

. previous regulations, loans made' to recipients were counted as income when 
determining a recipient's grant. The new regulations exclude loans as countable 
income. 

3, Work-Related Equipment-AFDC Program. The department has imple
mented regulations which exclude the entire value of an AFDC recipient's work
related equipment in determining eligibility for benefits;Previousreguilltions 

• provided a maximum exemption for work-related equipment of $200. 
4. Employment Services Registration-AFDC Program. AFDC recipients in 

31 counties are required to register for the Work Incentive (WIN) program. 
Recipients in non-WIN registratioil counties are required to register with the 
Employment Services (ES) program in the Employment Development Depart
ment, As a result of executive regulations, a standard exemption criterion was 
adopted for both programs. 

Legislative Mandates 
In addition to these executive mandates, this item includes funding for three 

legislative mandates. 
1. Six Percent Increase in AFDC Grants. Chapter 348, Statutes of 1976, in

creased the AFDC welfare payment standard by 6 percent effective January 1, 
1977, in order to provide a higher standard of living for AFDC recipients. Normal
ly, counties pay a portion of AFDG grant costs. However, because the state man
dated the 6 percent increase, it is obligated to reimburse counties for their share 
of the cost. 

Chapter 348 disclaims any obligation on the state's part to reimburse counties 
forcost-of-living increases in payment standards. As a result, cost-of-living in
creases do not affect the state's level of reimbursement on a cost-per-case basis. 

2. Peace OfficerStarus for Welfare Fraud or Child Support Investigators. 
Chapter 1340, Statqtes of 1980, designates welfare fraud or child support investiga
tors as peace officers if they are regularly employed and paid as such by the county. 
The department estimates that this will result in additional salary and training 
requirements for current investigators. 

3. Inventory of Foster Care Caseload. Chapter 1229, Statutes of 1980, appro
priated $250,000 for reimbursement of counties for costs incurred for conducting 
an inventory of children in foster care beginning in January 1981. The Department 
of Social Services advises that the implementation of this legislation will be com
pleted by October 1981. 

ANALYSIS' AND RECOMMENDATIONS 
The budget proposes a General Fund appropriation of $8,458,000 to reimburse 

executive arid legislative mandates in 1981-82. Of this amount, $2,713,600 is to 
reimburse counties for the cost of implementing various executive regulations. 
The remaining $5,744,400 is to reimburse counties for local mandates contained in 
specific legislation. 

The budget states that legislative mandates are underfunded by $172,400 in the 
current year. Most of this is due to an unanticipated increase in caseload during 
1980-81. 

The proposed 1981-,82 appropriation represents an increase of $107,680, or 1.3 
percent, over estimated 1980-81 expenditures. Table 1 details the costs of each of 
the local mandates funded in this item. 
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Table 1 
Department of Social Services 

General Fund Expenditures for Local Mandates 
1980-81 and 1981-32 

Estimated Proposed 
Change 

Percent 
1980-81 1981-82 Amount Change 

Executive Mandates 
IHSS uniform program regulations ................... . 
AFDC treatment of loans .................... , .............. . 
AFDC employment-related equipment ........... . 
AFDC employment services registration ......... . 

Legislative Mandates 
AFDC grant increase (th. 348/1976) ............... . 
Investigator status (Ch. 1340/1980) ................... . 
Foster care inventory (Ch.I229/1980) ........... . 

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

IHSSExecutive Mandate 

$2,502,820 
4,500 
9,500 
3,600 

5,573,700 
6,200 

250,000 

$8,350,320 

$2,696,000 
4,500 
9,500 
3,600 

5,744,400 

$8,458,000 

$193,180 

170,700 
-6,200 

-250,000 

$107,680 

7.7% 

3.1 
-100 
-100 

1.3% 

We recommend that funding for the IHSS executive mandate be deleted, for a General 
Fund savings of $2,696,000. 

Our analysis indicates that the appropriation of funds for· this mandate is· not 
warranted because (1) the counties have not been able to document any actual 
costs incurred as a result of the IHSS regulations, (2) the formula used by the 
Department of Social Services (DSS) to allocate the local mandate funds is not tied 
to the actual costs resulting from the three new IHSS requirements, and (3) 
separate reimbursement for any costs incurred as a result of these regulations may 
not be necessary if the Superior Court's decision in the Sacramento County vs. 
State of California case is upheld. 

Actual Costs Not Documented. The $2.7 million requested in the budget is 
based on (1) a DSS estimate of anticipated 1979-80 costs resulting from the April 
1979 regulations, and (2) caseload and cost-of-living adjustments for 1980-81 and 
1981-82, Because counties have not been required to submit clirirns for reimburse
ment of costs resulting from this mandate, the Department of Social Services is 
unable to identify the actual costs of the regulations. 

In a survey conducted by our office in October 1980, we contacted 10 counties 
which, together, accounted for 79 percent of the state's 1979-80 IHSS expendi
tures. None of these counties could document increased local costs associated with 
the new regulations. Three of the 10 counties surveyed indicated that they had 
incurred undeterminable increased costs due to the provisions requiring specific 
actions for shared living assessments. Because there is no information available on 
the actual costs of this mandate, it is impossible to verify (1) the need to fund this 
mandate, or (2) the initial DSS estimate of anticipated local costs. 

Allocation Formula Not Tied to Mandated Costs. Our analysis has identified 
two major problems with the allocation formula used by the Department of Social 
Services to distribute these funds in 1979-80 and 1980-81: (1) actual costs are not 
included in the formula, and (2) the formula rewards counties which overspend 
their allocations for Other-County Social Services. As a result, the allocation for
mula in effect provides counties with state funds for a broad range of social services 
programs, rather than solely for the reimbursement of local mandated costs, as 
intended by the Legislature. 

Pending Litigation Includes Costs of Executive Mandate. In a case that is now 
before the Court of Appeal (Sacramento County vs. State of California), several 
counties contend that the state is responsible for funding the entire nonfederal 
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share of all costs related to the operation of the IHSS program, including adminis
tration and assessment. The counties'contention is based on (a) Welfare and 
Institutions Code Section 12306 which states "as regards IHSS, the state shall pay 
the matching funds required for federal social services from the state's General 
Fund," and (b) the requirement that the state shall reimburse each local agency 
for all costs mandated by the state by statute or executive order enacted after 
January 1, 1973 (Revenue and Taxation Code Section 2207). 

The Sacramento County Superior Court has decided in favor of the counties. 
The state has appealed the court's decision on the basis that counties were support-
ing these activities prior to 1973. . . 

. If the Superior Court decision is upheld, it would increase costs to the General 
Fund by approximately $35 million, Under the decision, the costs aSsociated With 
the April 1979 regulations would be treated as part of the IHSS administrative costs 
and would not require separate reimbursement. . . 

In sum, Section 2207 of the Revenue and Taxation Code requires that, to receive 
reimbursement of state mandated local costs, UIiits of local governments must 
show that the mandate resulted in increased costs based on increased levels of 
service. The inability of the counties to document increased' costs as a result of this 
mandate suggests that any costs associated with this mandate probably have been 
minor and were absorbed within existing program budgets. If, in the· future, 
counties are able to' document costs' ass.ociated with the April 1979 regulations, 
these costs should be funded (a) in the same manner as the other IHSSadministra
tive costs, if the Superior Court's decision in the Sacramento County suit is upheld 
or (b) through the normal claims review process in the State Controller'soffice, 
if the decision is overtumed.Wetherefore recommend . that funding for this 
mandate be d,eleted from the 1981 Budget Bill. To the extent that counties are able 
to document increased costs resulting from the regulations and submit valid claims 
to the State Controller, a portion of these funds may still be required. 

AFDCLegislative Mandate 
We recommendthatfuntls budgeted to ·reimburSe counties for the legislati~emandate 

residting from enactment of Chapter 348, Statutes 011976 (AD 26(1) be deleted, for.a savings 
oflS, 144,400 to the GeneralFLind. . . 

BackgrouIid:Chapter' 348, Statutes of 1976, increased by 6 percent the grant 
amounts provided under the Aid to Families with Dependent Children (AFDC) 
program, effective January 1,1977 .. Table 2 shovys the increased payment stand
. ards, asa result of the .act, for families with one through four persons. The 6 percent 
increase was. in addition to the annual cost-of-liVing increase required by the 
Welfare and Institutions Code. 

Table 2 
AFDC Maximum Aid PaymentStandards 

. ,Resultingfroli'l Chapter 348, Statutes of 1976 

Payments As Of 
FamilySize Dec,emberl976 January 1977 
1., .............................. , ................................................................................ ;.. $157 $166 
2 ............ ;.: .................. :.; ......................... , ............ , .............................. ~ ...... :. 258 273 

"'t::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::'. ~~~ : 

Increase 
$9 
15 
19 
23 

Normally, increased grant costs in the AFDC program are shared by the federal, 
state and county governments. At the time that Chapter 348 became effective, the 
federal government paid 50 percent of grant costs; the state paid 33.7 percent, and 
the county paid 16.3 percent. 

------ - -----~-. ------
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Chapter 348 identified the county share of the cost for the 6 percent increase 
as a reimbursable state-mandated cost, and appropriated $8.5 million from the 
General Fund to reimburse counties for costs incurred during the last six months 
of 1976-77. In subsequent years, the Budget Act has provided funds to reimburse 
counties for their costs. The statute disclaimed state reimbursement for the county 
share of subsequent annual cost-of-living increases. 

Table 3 shows the amounts budgeted and expended for this mandate since 
1976-77. 

Table 3 
Local Mandate Expenditures for AFDC 

Six Percent Grant Increase 
1976-77 to 1980-81 

1976-77 1977-78 197~79 1979-80 1980-81 
Budgeted ................................... . $8,500,000 • $23,592,447 $19,442,437 

15,521,623 
$14,891,400 $5,407,500 

5,109,700 b 5,573,700 c Expended ................................. . 2,821,953 20,781,043 

• Half-year costs for January-June 1977. 
b Because AB 8 increased the state share of AFDC grants from 33.7 percent to 44.6 percent, actual 

expenditures for the local mandate were less than the amounts appropriated in the 1979 Budget Act. 
C Based on Department of Social Services' November 1980 estimate of anticipated expenditures. 

Analysis. Chapter 348 clearly imposed an increased level of service and addi
tional costs on the counties by increasing AFDC grants 6 percent. It was therefore 
appropriate, when the statute was enacted, for the state to fund the mandated 
costs. The enactment of AB 8, however, has called into question the need to 
continue funding this mandate. 

As a result of the passage of AB 8, the counties were required to assume 5.4 
percent of the AFDC grant costs and 25 percent of the administrative costs, 
starting in 1979-80. In order to provide counties with a revenue source to fund 
their share of the AFDC grant and administrative costs, AB 8 shifted $115.6 million 
in property tax revenue from school districts to the counties. Of the $115.6 million 
transfer, $96.2 million was for AFDC assistance payments arid $19.4 million was for 
AFDC admiriistration. 

Funding No Longer Justified. AB 8 is silent on the intent of the property tax 
revenue transfer of $115.6 million. Thus, it is unclear whether the transfer was 
intended to provide a dollar-for"dollar offset for county AFDC costs or whether 
it was intended simply to give the counties another revenue source for financing 
some of their welfare costs. Nevertheless, we have determined that the method 
for calculating the $96.2 million transfer for assistance payments resulted in the 
shift of funds to the counties for their share of the 6 percent AFDC mandate. 
Because the property tax revenue shift included funds to cover the county's share 
of the 6 percent grant increase, our analysis indicates that continued funding for 
these costs in the local mandate item results in double"funding. We therefore 
recommend a reduction of $5,744,400. 
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DEPARTMENT OF SOCIAL SERVICES-REAPPROPRIATION 

Item·518-490 from the. General 
Fund 
We recommend approval . 

. This item reappropriates funds from Item 274 (i), Budget Act of 1978, for use in 
the multipurpose senior services project (MSSP). The act appropriated $1,500,000 
in 1978. The budget anticipates that an unencumbered balance of $432,837 will 
remain at the end of the current year. This item would make the balance available 
to MSSP in 1981--82. . 

Two reasons account for the delay in the expenditure of these funds. First, the 
Health and Welfare Agency, whose responsibility it is to implement MSSP, was not 
able to secure an the necessary waivers to obtain federal funding, untilMarch 1980. 
Secondly, th~ acquisition of full caseload for the project has ben delayed. Conse
quently, the sites will not reach full caseload capacity until April 1981. MSSP should 
be in full· operation by the time the reappropriated funds are made available in 
the budget year. 

The Department of Social Services haS advised oUr office that the unencum
bered balance may fluctuate during the current year, depending on the availabili
ty of other funds which can be used for MSSP. If additional funds are made 
available to the project during 1980-81, our analysis indicates that the balance from 
Item 274 (i), Budget ActoH978, will exceed $432,837. 

DEPARTMENT OF SOCIAL SERVICES-REVERSIONS 

. Item 518-495 from the General 
Fund . .. 
~erecommend approval. 

. This item reverts the unencumbered balances from Chapter 363, Statutes of 
1975, and Chapter 1241, Statutes of 1978, to the General Fund. 

1. Section ~ Chapter 363, Statutes oF1975, Reimbursement of Private Adoptions 
Agencies • 

. Chapter 363, Statutes of 1976 (SB 252), appropriated $64,000, from the General 
Food, to the Department of Social Services for the reimbursement of private 

. adoptions· agencies which assist in the placement of a child who is under· the 
custody and control of a public adoptions agency. The funds were appropriated 
without regard to fiscal year. 

As part of the statute, private agencies were allowed to claim up to $1,000 per 
plac~ment, less fees received from adoptive parents. Chapter 489, Statutes of 1979, 
raised the maximum placement ~eimbursement to $1,500. The 1980 Budget Act 
appropriated $64,000 to the Department of Social Services to cover the costs of 
these reimbursements in 1980-81. 
. Because the Department of Social Services has budgeted funds in 1980-81 and 

in 1981~2 to reimburse private agencies for their costs, we recommend approval 
of this reversion. 

2; Section 4, Chapter 1241, Statutes of 1978. 
Chapter ·1241, Statutes of 1978 (SB 768), required the Department of Social 

Services to stUdy and prepare a preliminary and final report on state administra
tion of welfare and social· services programs currently administered by county 
governments. The statute appropriated $200,000 from the General Fund to the 
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department for this study. 
The preliminary report was submitted to the Legislature on October 13, 1978. 

The department's final report was received by our office on April 9, 1979. It 
recommended the implementation of a Centralized Delivery System which would 
store and index case records, verify eligibility, compute grant amounts and issue 
warrants. Many of the final report's recommendations were incorporated into AB 
8 (Chapter 242, Statutes of 1979). 

The Department of Social Services was able to complete the required study with 
existing staff and resources. The $200,000 provided for additional staff was hot 
encumbered, and therefore, we recommend approval of this reversion. 

Health and Wel.fare Agency 

CALIFORNIA HEALTH FACILITIES COMMISSION 

Item 519 from the California 
Health Facilities Commission 
Fund Budget p. HW 194 

Requested 1981-82 .......................................................................... . 
Estimated 1980-81 ........................................................................... . 
Actual 1979-80 ................................................................................. . 

Requested increase (excluding amount for salary 
increases) $278,635 (+11.5 percent) 

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

SUMMARY OF RECOMMENDATIONS 

$2,700,530 
2,421,896 
2,051,787 

None 
$272,405 

Analysis 
page 

1. Data Processing Improvements. Withhold recommendation on 
$272,405 requested for data processing positions and equipment, 
pending analysis of cost data. 

1059 

GENERAL PROGRAM STATEMENT 
The California Health Facilities Commission collects patient and financial data 

from hospitals and nursing homes and discloses those data to government agencies 
and the public. 

The commission was created by Chapter 1242, Statutes of 1971, which also 
required that a uniform financial accounting and reporting system be developed 
for hospitals. Chapter 1171, Statutes of 1974, extended these accounting and report
ing requirements to long-term care (LTC) facilities. The purposes of the financial 
disclosure requirements are to: (1) encourage economy and efficiency in provid
ing health care services, (2) enable public agencies to make. informed decisions 
in purchasing and administering publicly financed health care services, (3) dis
s~minate fmancial .data on health facilities to private third-pll.rty payors and the 
public, (4) assist local health planning agencies, and (5) create a body of reliable 
data for research. 

Chapter 1337, Statutes of 1978, expanded the commission's responsibilities to 
include: (1) establishing standards of effectiveness for health facilities, and (2) 
forecasting hospital operating and capital expenditures for each of the state's 
health service areas for use by Health Systems Agencies in developing area health 
plans. . .. 

37-81685 
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CALIFORNIA HEALTH FACILITIES COMMISSION-Continued 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of.$2,700,530 from the California Health 

Facilities Commission Fund to support commission activities in 1981-82. Thisis.an 
increase of $278,634, or 11.5 percent, above estimated current year expenditures. 
This amount will increase by the amount of any salary and staff benefit increases 
approved by the Legislature for the budget year. The primary components of the 
proposed increase are: . 

(1) establishment of five new positions in the Accounting Branch, at a costof 
$103,451; 

(2) installation of computer equipment"and establishment of six new positions 
for key data entry, at a cost of $272,405. These changes would allow the 
commission to terminate" an existing contract for key data entry and data 
processing, for a net cost savings of $112,832; and 

(3) establishment of five new positions to implement Chapter 594, Statutes of 
1980 (SB 1370), which" requires the collection of quarterly financial and 
patient discharge data. 

The budget identifies a total of 78.1 positions, which is an increase of 17.0 above 
the number authorized in the current year. Table 1 identifies the proposed new 
positions and the resulting cost or cost savings to the California Health Facilities 
Commission Fund. 

Table 1 
California Health Facilities Commission 

iJroposed New Positions. 1981-"82 

Description 
1. Accounting Branch ........................................................ ; ............................................ . 
2. Data Processing .......................................................................................................... .. 
3. SB 1370 Implementation ........................................................................................... . 
4. Clerical Workload ................................................ : ............................................. : ........ . 

Totals ....................................................................................................................... , ... . 

Accounting Branch Workload 
We recommend approval. 

Number 
5.0 
6.0 
5.0 
1.0 

17.0 

Cost 
$103,451 

-'-112;832 
233,7~1 

$224,380 

" The budget proposes the establishment of five new positions in the accounting 
branch to increase the productivity of health facility" reports processing anq to 
improve data quality. 

Currently, three of the ninestaff"in" this branch are student assistants. Because 
of a high rated turnover in these positions, productivity in processing health 
facility reports has declined markedly since early 1979, resulting in a large backlog 
of unprocessed long-term care reports. The commission has adininistratively es
tablished three part-time positions in the current year to eliminate this backlog. 
To elirriinate the ongoing problem of declining productivity, the commission is 
proposing' to elirriinate the student assistant positions and replace" them with three 
accounting technicians on a permanent basis. The net cost" of establishing these 
positions is $8,469. 

The commission further proposes establishment of two accounting officer posi
tions to" operate an editing system designed to reduce error rates in the health 
facility financial disclosure statements. The cost of these positions arid associated 
key entry and data processing support is $94,982. "" 

Our analysis of these proposals indicates that they arejustffied.Werecommend 
approval. 
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Data Processing Improvements 
We withhold recommendation pending analysis of cost data. 

Currently, the commission contracts with the Franchise Tax Board (FTB) for 
a major portion of its key data entry and data processing workload. Because of 
increased charges, processing times, and high error rates, the commission proposes 
to discontinue its contract with FTB and to assume all key data entry and data 
processing duties in-house. Accordingly, it proposes to establish six new positions 
and to purchase data processing equipment arid software packages. The cost of 
these new positions and data processing support in 1981-82 is $272,405. The es
timated cost of the equivalent FTBservices in 1981-82 is $385,237. Thus, the 
establishment of these new positions and the associated adaptations to the commis
sion's data processing capabilities is estimated to result in 1981-82 cost savings of 
$112,832.At the time this analysis was prepared, we had not analyzed all the data 
supplied by the commission to verify the estimate. We withhold our recoinmenda
tion at this time, pending completion of that analysis. 

Our analysis and recommendation concerning this proposal will be presented 
in a supplemental analysis submitted by March 1, 1981. 

Implementation of Chapter 594, Statutes of 1980 
We recommend,approval. 

Chapter 594, Statutes of 1980 (SB 1370), expanded health facility financial disclo
sure requirements to include disclosure of: 

(1) summary financial data on a quarterly basis, and 
(2) patient discharge data, including data on patient characteristics, admission, 

diagnosis, primary procedure, and disposition upon discharge~ 
Collection of patient discharge data will improve the commission's data analysis 
capabilities significantly, because discharge data will allow the commission to 
compare costs of hospitals with sirnilarcaseload and procedural mixes. The com
mission's current data base dges not allow such comparisons. Without controlling 
Jor variation in caseload and procedural mixes among hospitals, it is difficult to 
determine whether various hospital cost containment policies, such as the Califor-

. ,nia Voluntary Effort, are effective. 
'- The budget proposes to establish (1) one new accounting officer position to 
implement the quarterly reporting requirements and, (2) two new professional 
and two new clerical positions to implement the discharge data prograin and to 
begin processing and analysis of discharge data in the final quarter of 1981-82. The 
cost of these six positions and their associated data processing support is $233,76l. 

Our analysis of the commission's proposal indicates that these positions are 
required to implement the requirements of Chapter 594. We recommend that 
they be approved. The Legislature should be aware, however, that hospitals will 
only begin to disclose discharge data at the end of 1981-82. The commission, 
therefore, is likely to request additional staff in its budget for 1982-83, when 
substantial workload increases are anticipated in the discharge data program. 




