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STATE WATER RESOURCES CONTROL BOARD-Continued 

of the number of toxic pits was more than three times too large. The 
number of toxic pits proliably is closer to 300 than the original estimate of 
1,077. The board will have a better estimate of the number of toxic pits in 
the state when these investigations are completed at the end of the cur
rent year. 

No Proposal For Data Base System 
We withhold recommendation on $85,000 requested from increased 

reimbursements to add 1.4 personnel-years for water quality data process-
ing, pending receipt and review of the board's proposal. . 

The budget requests $85,000 from increased reimbursements to support 
1.4 personnel-years to enter biological and water-quality data into a na
tional data-base system. No information was available on this proposal at 
the time this analysis was prepared. Consequently, we withhold recom
mendation on the $85,000 in increased reimbursements for water quality 
data processing, pending receipt and review of the board's proposal. 

Health and Welfare Agency 

STATE COUNCIL ON DEVELOPMENTAL DISABILITIES AND 
AREA BOARDS ON DEVELOPMENTAL DISABILITIES 

Item 4100 from the Federal 
Trust Fund and Item 4110 
from reimbursements Budget p. HW 1 

Requested 1987 --88 ........................................................................ .. 
Estimated 1986-87 ..................................................... : ..................... . 
Actual 1985--86 ................................................................................. . 

Requested decrease (excluding amount 
for salary increases) $192,000 (-4.6 percent) 

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

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 

4100-001-890-State Council on Developmental 
Disabilities 

-Support 
-Community program development 
-Allocation to area boards 
4100-001-001-Area Boards on Developmental 

Disabilities 

Fund· 
Federal 

Reimbursements 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

'. 

$3,993,000 
4,185,000 
3,921,000 

None 

Amount 
$3,993,000 

(860,000) 
(2,783,000) 

(350,000) 
o 

Analysis 
. page 

1. We make no recommendation on the proposal to eliminate 
the Area Boards on Developmental Disabilities because 
there is no analytical basis for determining whether area 
board services are more or less valuable than other services· 
purchased by the state. 
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GENERAL· PROGRAM STATEMENT 
The State Council on Developmental Disabilities operates pursuant to 

the provisions of the Lanterman Developm~ntalDisabilities Services Act 
(Ch 1365/76) and related federal law. The council is responsible for plan
ning, coordinating, monitoring, and evaluating the service delivery sys
tem for persons with developmental disabilities. 

There are 13 Area Boards on Developmental Disabilities that operate 
pursuant to Ch 1367/76. Area boards are regional agencies responsible for 
protecting and advocating the rights of developmentally disabled persons, 
pro:rnoting the development of needed services, assisting the state council 
in planning activities, and conducting public information programs. . 

The state council and area boards are authorized 50.1 personnel-years 
in the current year. . 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $3,993,000 from federal funds 

for support of the state council and area boards in 1987'-88. This is a 
reduction of $192,000, or 4.6 percent, below estimated current-year ex
penditUres. This reduction, however, is somewhat misleading. During the 
current year, the state council and area boards carried forward certain 
federal funds from earlier years on a one-time basis. These funds, which 
were used for community program development, may not be available in 
the budget year. If these funds are deducted from current-year expendi
tures, the level of funding proposed in the budget for 1987'-88 is $98,000, 
or 2 .. 5 percent, above the amount appropriated in the Budget Act for the 
current year. 

Although the level of aggregate funding proposed in the budget is 
approximately equivalent to current-year amounts, the budget proposes 
a major change in the allocation of the funds. Specifically, the budget 
proposes to eliminate the area boards and redirect $1,775,000 in associated 
funds to program development in the Department of Developmental 
Services. The budget includes $350,000 to pay costs of phasing out the area 
boards. Table 1 displays how federal funds are allocated to the state coun
cil, COinmunity development, and area boards in the past, current, and 
budget years. 

Table 1 
State Council and Area Boards 

Budget Summary-Federal Funds 
1985-86 through 1987-88 
(dollars in thousands) 

Personnel· Years 
Actual Est. Prop. Actual 

EXl2enditures 

Est. Prop. 
Program 1985-86 1986-87 1987-88 1985-86 1986-87 1987-88 
State council ..................................... : 12.4 12.6 12.4 $726 $844 $860 
Program development ........•.• , ......... 1,263 1,245 2,783 
Area boards ........................................ 37.7 37.5 8.9 1,944 2,096 350 
Reimbursements ................................ -12 

Totals ............................................ 50.1 50.1 21.3 $3,921 $4,185 $3,993 

Percent 
Change 
From 

1986-87 
1.9% 

123,5 
-83.3 

-4.6% 

The budget proposes a total of 21.3 personnel-years for these programs 
in 1987'-88. This represents a reduction of 28.8 personnel-years from the 
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STATE COUNCIL ON DEVELOPMENTAL DISABILITIES AND AREA BOARDS ON 
DEVELOPMENTAL DISABILITIES-Continued 

current year and is primarily due to the proposed elimination of the area 
boards. 

ANALYSIS AND RECOMMENDATIONS 
Elimination of the Area Boards on Developmental Disabilities 

We make no recommendation on the proposal to eliminate the Area 
Boards on.1)evelopmentalDisabilities because we have no analytical basis 
for determining whether area board services are more or less valuable than 
other services purchased by the state. 

The budget proposes to eliminate the 13 Area Boards on Developmental 
Disabilities, including support staff of 28.6 personnel-years, and redirect 
$1,775,000 in associated federal funds to augment program development 
activities in the Department of Developmental Services (DDS). The 
budget proposes an appropriation of $350,000 in federal funds to pay costs 
of phasing out the boards. New projects proposed for funding from these 
federal reimbursements in the DDS (please .see Item 4300 for further 
discussion) are: 

• Maintenance and in-home support services for medically fragile in· 
fants ($850,000) . 

• Community placement activities ($925,000). 
The budget states that the administration will seek legislation to imple

ment the proposal. Legislation would be required to eliminate the boards; 
however, board staff could be significantly reduced without enactment of 
legislation. 

Undercurrent law; the 13 area boards are responsible for monitoring 
service delivery on a regional basis in order to guarantee the legal, civil, 
and service rights of persons with developmental disabilities. The area 
boards are also responsible for public· information programs aimed at 
eliminating barriers preventing developmentally disabled persons from 
social integration, employment, and participation in all community activi
ties. The area boards are funded from federal developmental disabilities 
funds. In order to receive federal funds, the state must submit a state plan 
that satisfies federal requirements. The state plan for 1987 through 1989 
was submitted and approved by the federal Department of Health and 
Human Services (DHHS) in the fall of 1986. 

The budget change proposal provides. three reasons for eliminating the 
area boards: (1) to comply with federal req1.lirements that 65 percent of 
funds provided through the Developmental Disabilities Services Act be 
expended on certain priority services for the developmentally disabled, 
(2) to remove the· duplication of functions with other organizations, and 
(3) to expand the development of community services for developmental
ly disabled persons. 

Federal Compliance Argument Not Compelling. Our analysis indi
cates that federal compliance is not a real issue. Describing the function 
of the area boards as inconsistent with federal law ignores the fact that the 
DHHS has approved California's Developmental Disabilities State Plan, 
which. includes a description of the area boards' functions and use of 
federal funds. . 

Basis of Duplication Issue is Subjective. The budget proposal as
serts that the area boards' functions duplicate (1) the advocacy role of 
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Protection and Advocacy, Inc. (PAl), which is an independent federally 
funded organization that protects and advocates primarily on1ill individ
ual client basis, (2) the service monitoring role of licensing agencies, 
regional centers, and the DDS, and (3) the planning functions of regional. 
centers, the DDS, and the State Council on Developmental Disabilities. 
Our analysis indicates that there probably is some overlap, although the 
area boards provide a unique perspective that probably has some benefit. 
For example, the area boards indicate that they advocate on a system-wide 
basis while PAl advocates on an individual basis. 

Whether the duplication is excessive is a matter ·of opinion; we have no 
analytical basis for determining whether the benefits of the area boards' 
perspective outweigh the benefits of additional program development or 
whether other organizations would provide all of the services currently 
provided by area boards if the boards were eliminated; 

Expanding the Development of Community Services.· The· proposal 
accurately states that the proportion of federal funds allocated to the ar.ea 
boards has increased gradually over the past several years. The budget 
change proposal states that it seeks to reduce the allocatiqn of funds to 
administration and planning functions in favor of direct services to clients, 
thereby restoring the balance. Our analysis indicates that this would argue 
for reducing the staff and the scope of the area boards' current activities, 
not necessarily eliminating the boards altogether. 

Main Issue is General Fund Priorities. The administration's ration
ale for eliminating the boards boils down to a question of General Fund 
priorities: this proposal would free-up federal funds. for new program 
development, thereby eliminating the need for a General Fund augmen-
tation to the DDS budget. .. 

We have no <analytical basis for advising the Legislature regarding 
whether area board services are more or less valuable than other services 
purchased with state funds; 

Our most recent evaluation of the area boards appeared in the 198~4 
Analysis. In that evaluation, we concluded that the effectiveness of the 
area boards could not be determined analytically because the Lanterman 
Act does not state precisely the objectives or intended consequences of 
the boards' activities. Accordingly, we make no recommendation on 
whether the area boards should be continued or their scope of activities 
redesigned; this is a policy issue that only the Legislature can decide. 
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Health and Welfare Agency 

EMERGENCY MEDICAL SERVICES AUTHORITY 

Item 4120 from the General 
Fund Budget .p. HW 4 

Requested 1987-88 ....................................................... ; ................. . 
Estimated 1986-87 ........................................................................... . 
Actual 1985-86 ................................................................................. . 

Requested increase (excluding amount 
for salary increases) $973,000 (+59 percent) .... . 

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

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
4120-001-OO1-Department support 
4120·101-OO1-Local assistance 

Subtotal , 
4120-OO1-890-Department support 
4120-101-890-Local assistance 

Total 

Fund 
General 
General 

Federal 
Federal 

SUMMARY OF MAJOR ISSOES AND RECOMMENDATION$ 

$2,610,000 
1,637,000 
1,587,000 

896,000 

Amount 
$893,000 
1,717,000 

$2,610,000 
189,000 

1,550,000 

$4,349,000 

Analysis 
page 

1. Poison Control Centers. Reduce Item 4120-0014J01by $42,-
000 and Item 4120-101-001 by $854,000. Recommend re
duction of $896,000 and 1.4 positions to provide matching 
funds for regional poison control centers because the need 

501 

for state support has not been documented. Further recom-
mend adoption of supplemental report language requiring 
a report on existing regional poison control centers. 

GENERAL PROGRAM STATEMENT 
The Emergency Medical Services (EMS) Authority operates under the 

Emergency Medical Services Systemcand the Pre-Hospital Emergency 
Medical Care Personnel Act (Ch 1260/80). The authority is responsible for 
reviewing local emergency medical services programs and for establishing 
statewide standards for training, certification, and supervision of para
medics and other emergency personnel. 

The authority is also responsible for (1) planning and managing medical 
response to disasters, (2) administering contracts that provide General 
Fund support for the operating costs of certain rural EMS agencies, (3) 
administering the portion of the federal preventive health services block 
grant allocated for the development of regional EMS systems, and (4) 
developing regulations and reviewing local plans to implement trauma 
care systems. 

The authority has 15.2 personnel-years in the current year. 
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OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $2,610,000 from the General 

Fund for.support of the authority's programs in 1987-88. This is an increase 
of $973,000, or 59 percent, above estimated current-year expenditures. The 
increase is due primarily to (1) a proposed new program of state funds for 
regional poison control centers, (2) a proposed increase in operating ex
penses and equipment, and (3) the elimination of reimbursements from 
the Office of Traffic Safety, which were provided in previous years to fund 
a project that has now been completed. . .... 

The proposed appropriation from federal funds is $1,739,000, which is a 
decrease of $270,000, or 13 percent, below estimated current-yearexpendi
tures. The reduction is due to the fact that federal funds carried over·from 
1984-85 and 1985--86 to 1986-87 will not be available in 1987-88. The au
thorityadvises that the reduction will primarily affect funds for special 
projects. . 

The budget proposes to increase the authority's staffing to 16.7 person
nel-yearsiil.1987,..88-an increase of 1.5 personnel-years. 

Table 1 shows expenditures and sources of funds for the years 1985--86 
through 1987-88. 

Table 1 

Emergency Medical Services Authority 
Budget Summary 

1985-86 through 1987-88 
(dollars in thousands) 

Expenditures 
Actual Est. 

Program 1985-86 1986-87 

State administration 
General Fund ......................................................................... . $709 $753 
Federal funds ........................................................................ .. 171 276 
Reimbursements ................................................................... . 124 21 --

Subtotals ............................................................................... . $1,004 $1,050 
Local assistance 

Gimeral Fund ............... : ......................................................... . $754 $863 
Federal funds ......................................................................... . 1,471 1,733 

Subtotals ............................................................................... . $2,225 $2,596 
Totals .................................................................................... .. $3,229 $3,646 

ANAL YSISAND RECOMMENDATIONS 
Poison Control Center Matching Funds Are Premature 

Percent 
Prop. Change from 
1987~ 1986-87 

$893 18.6% 
189 -31.5 

-100.0 

$1,082 3.0% 

$1,717 99.0% 
1,550 -10.6 

$3,267 25.9% 
$4,349 19.3% 

We recommend that the Legislature delete 1.4 new positions and $896,-
000 proposed for poison control centers because the need has not been 
documented. We further recommend that the Legislature adopt supple
mental report language directing the authority to report to the Legislature 
on services and funding of regional poison control centers. (Reduce Item 
4120-001-001 by $42,000 and Item 4120-101-001, by $854,000.) 

The budget proposes 104 positions (1.1 personnel-years) and $896,000 
from the General Fund to provide matching funds for regional poison 
control centers (PCCs). The proposed amount includes $854,000 for grants 
to PCCs and $42,000 to cover the authority's costs of administering the new 
program, which is part of the Governor's Children's Initiative. The annual 
cost of the program would be approximately $1.7 million beginning in 



502 / HEALTH AND WELFARE Item 4120 
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1988-89. The authO'ritycurrently prO'vides nO' funds fO'r PCCs. 
There are currently seven regiO'nal PCCsO'pe~ating in CalifO'rnia. Each 

PCC prO'vides the public with immediate telephO'ne access to' infO'rmatiO'n 
and medical advice in PO'isO'ning ·cases. The PCCs' prO'vide.·infO'rmatiO'n 
abO'ut the specific kind O'f PO'isO'n, advise .abO'ut antidO'tes if, possible, and 
make referrals to' IO'cal hO'spitals when necessary. They alsO' serve as cO'n
sultants to' local dO'ctO'rsand hO'spitals. The authO'rityadvises that the PCCs 
a.re currently funded prim~rily by IO'cal hO'spitals, cO'unty medical ass?cia
tiO'ns; and vO'luntary dO'natiO'ns. The average annual budget fO'r aregIbnal 
PCC is $350,000; '.' . . "'" 
, Under the new prO'gram prO'PO'sed in the budget, the authO'rity WO'uld 
prO'vide grantsO'f up to' $125,000 during 1987-"88 and $250,000 aimually 
thereafter to' eachO'f the seven regiO'nalPCCs. The grants WO'Uld be used 
to' pay fO'r to'll-free phO'ne lines and to' enhance regiO'nal prO'grams in the 
areas O'f emplO'yeetraining and cO'mmunity O'utreach. 

The prO'PO'sed 1.4 PO'sitiO'ns wO'Uld.be resPO'nsible fO'r allocating the grant 
funds, supervising the grants, and develO'ping and implementing astaIid
ardized data cO'llectiO'n and repO'rting system. In additiO'n to'· these new 
PO'sitiO'ns, the authO'rity advises that it has allO'cated existing staff (.35 PO'si
tiO'n) to' cO'mplete prO'PO'sed new state standards fO'r regiO'nal PCCs, includ
ing the designatiO'n O'fgeO'graphical areas to' be cO'vered by each. 

While we recO'gnize that the regiO'nal PCCs prO'vide a valuable public 
service by giving the public immediate access to' infO'rmatiO'n and medical 
advice in PO'isO'ning cases, O'ur analysis indicates that the authO'rity's prO'
PO'sal prO'vides inadequate justificatiO'n fO'r the creatiO'n O'f what amO'unts 
to' a majO'r new state General Fund prO'gram. In particular, O'ur review O'f 
the budget prO'PO'sal indicates that: 

• The proposal does not document a need for additional services: 
FO'r example, the authO'rity has nO't identified a specific geO'graphic 
area O'r PO'PUlatiO'n nO't currently served by a PCC that WO'uld be 
served if the prO'PO'sed funding were prO'vided. 

• The proposal does not document a need for state funding; The 
authO'rity has nO't prO'vided any evidence that currently availablelcical 
funds are inadequate to' cO'ver the CO'sts O'f the existing level O'f servi.ces. 
MO'reO'ver, the authO'rity advises that it expects the existing'PCCs to' 

, require relatively minor changes to' meet the prO'PO'sed new state 
standards. If this is the case, it is unclear why there is a need to' prO'vide 
funding to' pay fO'r prO'gram enhancements. 

• The proposal does not provide any justification of the specific dollar 
amounts requested. By prO'viding $854,000, the prO'PO'sal assumes, 
that each O'f the seven PCCs will receive almO'st the entire maximum 
grant' O'f $125,000. HO'wever, theauthO'rity has prO'vided nO' dO'cUIllen
tatiO'n to' shO'W why each PCC needs this level O'ffunding O'r hO'W the 
funding wO'uldbe used. . ', .' 

• Th~ proposal does not provide fora.maintenance-o£-effort require
mimt. Under the authO'rity's prO'PO'sal, regiO'nal,PCCswO'uldbe 
free to' use. the General Fund mO'ney prpvided in the budget to' re
place existing IO'cal cO'ntributiO'nsrather than, to' enhapce services 
beyO'nd existing levels. . , 

. Because the authO'rity has nO't prO'vided this infO'rmatiO'n, we believe that 
the prO'PO'sal fO'r matching funds is premature. In the absence, O'f adequate 
justificatiO'ri fO'r this prO'PO'sal, we are ullable to' recO'mmend that the Legjs-
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lature approve this program. The authority advises that the proposed new 
standards for PCCs will be completed by July 1, 1987. The staff currently 
allocated by the authority to develop the standards could, . therefore, be 
use~ instead to determin,e whether there is a need for increased poison 
control center services, w;hat source of funding would beappropriate,.ahd 
exactly how much new fundi:p.g is needed, ifany. We believe that it would 
be.wiser to take the additional.time needed to ahswerthese basicques
tions than.tojump prematurely ipto a major new General Fund'commit-
ment. . .. " '. . 

We therefore recommend thaUlleLegislature clelete lAnew positions 
alid $896,000 proposed for the state matching funds for PCCs. We further 
recommend that the Legislature adopt supplementaireportlanguage.di
re~ting the authority to report to the Legislature on (1) the adequacy of 
theseivices curteI)tly proviq.ed by regional PCCs, (2) the adequacy of 
existing local funding sources to continue covering the costs of these serv
ices, and' (3) the costs and benefits associate,d with specific service en
hanceroents .. The following supplemental. report language is con.sistent 
with our recommendation: .. 

"The Emergency Medical Services Authority shall report to the Legisla
ture, by January 1, 1988, on (1) the adequacy of services currently 
provided by regional poison control centers, (2) the adequacy of exist
ing local funding sources to continue covering the ongoing costs of the 
services provided by the centersiand(3) the costs and benefits associat
ed with any service enhancements that the authority believes are neces
sary." 

Health and Welfare Agency 

HEALTH AND WELFARE AGENCY DATACENTER 

Item 4130 from the Health and 
Welfare Agency Data Center 
Revolving Fund Budget p. HW 6 

Requested 1987-88 .......................................................................... . 
Estimated 1986-87 .......................... ; ..... ; .......................................... . 
Actual 1985-86 .......................................................... : ................ : ..... . 

$51,196,000 
46,332,000 
35,753,000 

Requested increase $4,864,000 (+ 10.5 percent) 
Total recommended reduction .................................................. ,. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Reconciliation of Health and Welfare Data Center 

(HWDC) Budget Proposal. Recommend that prior to 
budget hearings, the Depa;rtm,ent of Finance reconcile the. 
budget proposal for the HWDC with costs identified in the 

. budget proposals. of the data center's user. departments. 

17-75444 

None 

Aiialysis 
page 
505 
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HEALTH AND WELFARE AGENCY DATA CENTER-Continued 

GENERAL PROGRAM STATEMENT 
The Health and Welfare Data Center (HWDC) is one of three major 

state data processing centers authorized by the Legislature. The center 
provides computer suPP?rt to the Health and Welfare Agen~y's constitu~ 
ent departments and offices. The center also provldes OCCal!lOnal support 
to other state offices, commissions, and departments. The cost of thecen
ter's operation is fully reimbursed by its users. 

The HWDC has 202.8 authorized personnel-years in the current year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $51,196,000 from the Health 

and Welfare Agency Data Center Revolving Fund to support the data 
center's operations in 1987-88. This is an increase of $4,864,000, or 10.5 
percent, above estimated current-year expenditures. . 

Table 1 identifies the significant changes in the center's expenditures 
proposed fpr 1987-88. 

Table 1 
Health and Welfare Agency Data Center 

Proposed Budget Changes 
1987-88 

Revolving Fund 
(dollars in thousands) 

1986-87 expenditures (revised) ..................................................................................... . 
Proposed changes 
1. Cost Adjustments 

a. Full·year cost adjustments ............ , ................................................................. , ...... . 
h. EDP software cost increase ................................................................................. . 
c. Federal audit repayment ............................. ; ...................................................... ; .. . 
d. Pro rata reduction .......................... ; ................................................................. ; ...... . 
e. Current-year deficiencies ..................................................................................... . 

2. Program adjustments 
a. Increase dedicated equipment ............................................................................ .. 
h. Increase technical arid processing support ...................................................... .. 
c. Equipment for new CALSTARS users ............................................................... . 

3. 1987-88 expenditures (proposed) ............................................................................. . 
Change from 1986-87: . 

Amount ............................................................................................................................. . 
Percent.. ........................................................................................................................... . 

ANALYSIS AND . RECOMMENDATIONS 

$46,332 

$5,183 
199 

-2,943 
-162 
-715. 

1,562 

$2,811 
304 
187 

3,302 
$51,196 

$4,864 
10.5% 

We recommend approval of the following program changes shown in 
Table 1 which are not discussed elsewhere: 

1. An increase of $199,000 for increased electronic data processing 
(EDP) software maintenance costs. 

2. An increase of $187,000 for six additional telecommunications support 
positions to support increased dedicated equipment for various user de-
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partments. (This amount is included within the "technical and processing 
support" line in Table 1.) 

3. Arfincrease of$87,000 for two positioris to provide support for special
ized office automation packages .. (This amount is within the "technical 
and processing support" line in Table 1.) 

4. An increase of $30,000 for one position to support increased user 
department needs for training and technical library assistance. (This 
amount is within the "technical and processing support" line in Table 1.) 

HWDC'.s Budget Needs to be Reconciled with User Deportments' Budgets 
We recommend that prior to budget hearings, the Department of Fi

nance reconcile the budget proposal for the HWDC With budget propos-
als of its user departments. ' , . .". 

The data center is funded solely through reimbursements from depart
ments that receive services from the center. Thus, the budget proposal for 
the data center should equal the expenditures that have been earmarked 
for it by the user departments. .,' 

We have reviewed the budget proposals submitted by the data center 
as justification for providing new services to sOme of its user departmen~s. 
We ha"e compared these proposals with information provided to us by the 
user departments. Based on our review, we estimate that there is a dis
crepancy of approximately $2.9 million between th~, data, center's 
proposed budget and the funds identified by the user departments for the 
center. This discrepancy is associated with the addition of users to the 
CALST ARS system and increased data processing and. communications 
needs of existing user departments. The Department of Finance acknowl
edges this difference in funding levels and indicates that it is working to 
reconcile the difference. Therefore, we recommend that prior to budget 
hearings, the Department of Finance recoricile the budget proposal of the 
HWDC with the budget proposals of its user departments and report its 
conclusions to the fiscal committees. ' , 

Health and Welfare Agency 

OFFICE OF STATEWIDE HEALTH PLANNING AND 
DEVELOPMENT 

Item 4140 from the General 
Fund and various other funds Budgetp. HW9 

Requested 1987-88 .... ~ ................................................................. , .. .. 
Estimated 1986-87 .................................................................... ; ...... . 
Actual 1985-86 .............. ; ............................. i ...................... ;.; ........... . 

Requested decrease (excluding amourit 
.. for'salary increases) $1,355,000 (-5.1 percent) 

Total recommended reduction ................................ ; .................. . 
Recommendation pending .......................... ; ....................... ~ ....... .. 

$25,134,000 
26,489,000 
22,547,000 

None 
705,000 
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OFFICE OF STATEWIDE HEALTH PLANNING AND DEVELOPMENT-Continued' 

1987-88 FUNDING BY ITEM "AND ,SOURCE . 
Item-Description 
4140·001-OO1-Support 
414()..OOl·121-Support 

Fund 
General 
Hospital Building Account, 
Architecture Public Build· 
ing 

Amount 
$1,522,000 
14,664,000 

4140-OO1·14~upport 
. -

4140·10l·001-Locai !l1'sistanc~ 
Health and Safety Code 436.26 

"'Califorrua Health Data and 
Piarnling 
General .... . 
Health Facilities Construc· 
tion Loan Insurance 

5,231,000 

2,880,000 
723,000 

Reimbursements' 

Total 

114,000 '
$25,134,000 

SUMMARY OF MAJOR'ISSUES AND' RECOMMENDATIONS 
1. Seismic SafetY Progrrub.. Recommend that the office sub

mit,prior to budget hearings, (a) updated workload esti
mates and staffing standards and (b) a contingency plan to 
. be used in case of unanticipated workload increases. 

2. Elimination of PositionsD.ue to Loss ,of Federal Funds. 
Withhold recommendation on the proposals to eliminate 
four positions in the Health Planning and Health. Profes-
sions Development DiVisions until the office submits docu
mentation that legislatively mandated requirements can 
be accomplished_~~~th the proposed level of staffing. 

GENERAL PROGRAM STA YEMENT 

Analysis 
page 
509' 

- 511 

The Office of Statewide Health Planning and Development (OSHPD) 
administers the five following major programs: 

1. The State Health Plan. The office works with the state's 12 
health system agencies to establish priorities for the financing and delivery 
of health services within, California. . . _ ... _ 

2. Demonstration Projects. The office develops information and 
recommendations on the safety, effectiveness, and cost implications of 
new treatment methods for health care and evaluates health and social 
services programs when directed by legislation. 

3. Health' Profession Development. The office administers . the 
Song-Brown Family Physician Training program, the Health Professions, 
Career Opportunity program, health manpower pilot projects, and health_ 
manpower planniIlg activities. 

4. Facilities Development. The office reviews plans for, and per- -
forms site inspections of, health facilities construction projects to assure 
that they conform with federal, state, and local building requirements, -and 
reviews health facility applications for construction loan insurance. 

5. Health Facilities Data. The office collects health cost-and.utiliza
tion data from health facilities. Chapter 1326, Statutes of 1984, shifted 
responsibility for collecting data from the California Health Facilities 
Commission (CHFC) and the Department of Health Services to the of
fice, effective January 1, 1986. 

The office is authorized 255.8 personnel-years in the current year. 
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OVERVIEW OF THE BUDGET REQUEST 
Expenditures for support of the office from all funds are proposed at 

$25,134,000 in 1987-88. This is a decrease of $1,355,000, or 5.1 percent, 
be~0':V estimated current-year expenditures. Thebudgetproposesappro
pnations of $4,402,000 from the General Fund to support the Office of 
Statewide Health Planning and Development (OSHPD) in 1987-88. This 
is a decrease· of $16,000, or 0.4 percent, below estimated current"year 
General Fund expenditures. These budget figures and the tables that 
follow have not been adjusted to reflect any potential savings in 1986-87 
which may be achieved in response to the Governor's December 22, 1986 
directive to state agencies and departments to reduce General Fund ex
penditures.. '. . ' . 

Table 1 displays the office's personnel-years, program expenditures, and 
funding sources for the prior, current, and budget years. . 

Table 1 

Office of Statewide Health Planning and Development 
Budget Summary 

1985-86 through 1987-418 
(dollars in ·thousands) 

Expenditures 

Personnel-Years 
Actual Est. Prop. Actual Est. Prop. 

Program 1985-86 1986-87 1987-88 1985-86 1986-81 1987-88 
Health planning .................................. 22.5 16.6 13.7 $1,933 $1,502 . $1,232 
Certificate of need .............................. 16.3 3.1 1,288 . 733 
Demonstration projects ...................... 0.9 7.5 142 475 
Health professions development. ..... 16.1 12.8 11.9 4,461 4,509 4,077 
Facilities development and' financ-

ing .................................................... 89.1 119.7 118.9 12,709 14,843 15,387 
Health facilities data .......................... 34.9 58.9 57.2 1,846 4,646 3,864 
Administration-undistributed ........ 34.9 43.8 -43.8 310 114 114 
Special adjustment .............................. -15 --

Totals .............................................. 213.8 255.8 253 $22,547 $26,489 $25,134 

Funding sources 
General Fund .................................................................................. $4,291 $4,418 $4,402 
Hospital Building Account, Architecture Public Building 

Fund .......................................................................................... 11,783 14,117 14,664 
California Health Data and Planning Fund .......................... .. 6,558 5,231 
Health Facilities Construction Loan Insurance Fund .......... 671 684 723 
Federal funds .................................................................................. 1,570 378 
Reimbursements.............................................................................. 4,232 334 114 

Percent 
Change 
From 

1986-81 
-18.0% 

234.5 
-9.6 

3.7 
-16.8 

0.0 

-5.1% 

-0.4% 

3.9 
-20.2 

5.7 

-65.9 

The decrease in total expenditures from all sources is partially due to the 
presence of certain one-time adjustments in the current~year total. These 
one-time adjustments include (1) a $510,000 carry-over for. th~ Song
Brown Family Physician Training program, (2) a $350,000 reappropriation 
for relocation of staff, and (3) $535,000 in one-time costs associated with 
the seismic safety program. Budget-year adjustments include (1) a 
$461,000 increase due to implementation of new legislation and (2) a net 
reduction of $510,000 in federal funds from the current year. If these 
program changes are deducted from the current and budget years, there 
is an increase of $89,000, or 0.4 percent, above current-year expenditures. 

The decrease in General Fund spending is the net effect of two adjust-
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ments: (1) the deletion of $510,000 in one-time funds carried over into the 
current year from previous years for the Song:,BrownFamily:Physician 
Training program and (2) an increase of $449,000 to implement new 
legislatively authorized demonstration projects. When these two adjust
ments are removed, the level of funding proposed for the OSHPD's ongo
ing programs in 1987.,..88 represEmtsan increase of $45,000, or 1.2 percent, '. 
above current-year expenditures.· '-, 

.. The budget proposes a total of 253 personnel-years,Jor1987"'-88, a de
crease of 2.8 personnel-years from the ,current-year level. The decrease 
reflects a combination of reductions. and increases, including reduction 
due to the sunset of the Certificate-of-Need (CON) program, elimination 
of the Uncompensated Care program, and a partially offsetting increase 
due to staffing needs.for new demonstration projects. 

Table 2 identifies the major budget-changes proposed for 1987"'-88. 

: Table 2. 

Office of Statewide .Health Planning and Development 
Proposed 1987-88 Budget Changes 

(dollars in thousands) 

1986-87 expenditures (Budget Act) ................................................................... . 
Adjustments, 1986-87: 

1. Retirement contribution reduction .............................. ; ................ ; ............ .. 
2. Federal funding loss ....... : .................................................. ; .............................. . 
3. Carry-over appropriation for Family Physician Training program .... .. 
4. Reappropriation for Health Facilities Commission relocation ............ .. 

1986-87 expenditures (revised) .......................................................................... .. 

Baseline adjustments, 1987-88: 

~: ~r:e;~~~~d~~;:~~~t .. :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
3. Expiring certificate-of-need positions .................................................... , ........ . 
4. Data processing (unding shift ........................................ , .............................. . 
5. Additional retirement contribution reduction ........................................ .. 
6. One-time cost reductions: 

a. External contracts .. ;; ................................................................................... . 
b. Seismic safety surveys and equipment.. ................................................. . 

7. Legal counsel equipment ............................................................................... .. 
8. Current-year federal funding loss .................................................. : .............. . 
9. Carry-over appropriation for Family PhYSician Training program .... .. 

10. Current-year reappropriation ...................................................................... .. 
11. Special adjustment ....... ; .................................................................................. .. 

Program change proposals: 
1. Demonstration projects ..................... : ................................................... :: ........ . 
2. Federal funding loss ...... ; .................................................................................. . 
3. Implementation of Ch 1084/86 ................. : .................................... ; .............. . 

General 
Fund 
$3,917 

-9 

510 

$4,418 

40., 

21 
-1 

-510 

-15 

449 

1987-88 expenditUres (proposed) ............... ;., ....................................................... ;'. $4,.t02 
Change from 1986.:87 (revised): 

Amount ........................................ : ........... ' ................................................... ;.'........... -$16 
Percent ................................................................................ ; ........................... : ... ;... '-0.4% 

AU 
Funds 
$26,226 

-199 . 
-398 

510 
350 

$26,489 

398. 

-213 

-1 

-80 
-455 
-.80 
398 

-510 
-350 
-15 

449 
-908 

12 

$25,134 

-$1;355 
-5.1% 
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We recommend approval of the following funding and staffing changes 
proposed for 1987-88 that are not discussed elsewhere in this analysis: 

• An increase of 1.5 positions and $142,000 from the General Fund to 
implement the cardiac catheterization pilot project authorized by Ch 

, 1074/85. Participant fee revenue will offset the General Fund cost. 
• An increase of 1.5 positions and $75,000 from the General Fund to 
imple~ent the Alzheimer's ~i~ease institutes dem<?nstration project 
authonzedby Ch 22/86. PartIcIpant fee revenue WIll offset the Gen

.eral Fund cost. 
• An increase of 0.5 position and $12,000 from health facility fees (Cali

fornia Health Data and Planning Fund) to collect and make available 
to the public long-term care bed data as required by Ch 1084/86. 

• An increase· of 1 position and $50,000 from the General Fund to evalu
ate the respite care program in the Department of Health Services as 
required by Ch 1298/86. 

• An increase of 4 positions and $182,000 from the General Fund to 
implement the post-surgical care demonstration project authorized 
by Ch 1320/86. Participant fee revenue will offset up to $90,000 of the 
General Fund cost. The office indicates that it wilUntroduce legisla
tion to increase the fee revenues that may be collected under this 
program. 

ANALYSIS AND RECOMMENDATIONS 
Seismic Safety Program. 

We recommend that the office submit, prior to budget hearings, (1) 
updated workload estimates and staffing standards and (2) a contingency 
plan to be used in case of unanticipated workload increases. . 

. Chapter 303, Statutes of 1982; designated the office as the state agency 
responsible for enforcing hospital building standards. The measure 
preempted enforcement of hospital construction standards by l.ocal juris
dicti?~s an~ requir.ed the state to ass1:1I?e all plan review, insPElction, and 
admInistrative dutIes from these entitIes . 

. Since the office assumed the responsibilities contained in Chapter 303, 
it has struggled to perform its duties in a timely manner. In past years, the 
office has underestimated its resource needs and, as a result, the average 
time for a seismic safety plan review was often greater than 10 weeks and 
as much as 16 weeks during some months. The office believes that eight 
weeks for a seismic safety plan review is an appropriate goal. Gradually, 
the office has increased the resources allocated to the program. 

1986-87 Budget Action. The Legislature approved an increase of 23 
professional and 10 support positions in 1986-87 to cover workload at
tributable . to Chapter 303. This increase brought the office total to 88 
review and inspection professionals. The Legislature also added language 
to the 1986 Budget Bill which specified that (1) if the office failed to 
maintain the average time necessary to complete a seismic safety project 
plan review below eight weeks during any 30-consecutive-day period, 
then it should take certain corrective action and (2) the office should 
gather for use in the 1987-88 budget such worker productivity data as are 
necessary to quantify, update, and revise the staffing standards for the 
professional positions of the seismic safety program. The threshold of eight 
weeks was developed from the office's own stated goals. The Governor 
vetoed the language but indicated in his veto message that he would direct 
the office to comply with its intent. 
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1987-88 Biidget Proposal. The 1987~. budget· assumes that there 
will·be no increase·in workload over the current year; Consequently, it 
proposes to continue the current-year staffing level into the budget year. 
The office iIidicates that it may propose a budget amendment letter in 
spring .1987 to update its staffing request. ... . 

Current Status: . Excessive Use oE Overtime·and Annuitants. At·the 
time this analysis was written, the office waS diligently working to fill the 
remaining 5 of the 23 new professional positions. Many of the newest hires 
are still receiving traitiing. During July through December 1986, the office 
completed, on average, 94 percent of scheduled inspections and main-
tained. the average review time under eight weeks. .. 

Although the office is maintaining reasonable average review times,it 
is relying heavily on overtime and use of annuitants to accomplish its 
workload. Data collected in the sample month of November 1986indicat
ed that overtime 'and annuitants handled about 20 percent of the workload 
(overtime 7.5 percent and annuitants 12.5 percent). 

The office's official policy is to use overtime and annuitants for . peak 
workload and not asa permanent part of its staffing base. The office states 
that this is a necessary policy so that the office will have ample capacity 
to deal with unanticipated workload increases. The office states that it 
intends to monitor and reduce the use of overtime and annuitant hours. 

Validation oE Workload Standards Not Couiplete. At the time this 
analysis was written, the office had not completed validating itsprofes-. 
sional staffing stand,ards. . . ... . . . 

Workload Estimates Subject to Change. There is no firm basis . for 
projecting workload. for 1987-88. As shown in· Table 3,· from 1983-84 
through 1985-86. the workload increased an average. of 43 percent per . 
year. The office underestimated workload in each of these years. The .. 
current-year budget is based on a consultant's study that projected a6 
percent growth in workload from 1985-86 (as reviSed) to 1986-87. The 
study's projection was based on limited data and did riot efjtimate what. 
effect .the elimination of the Certific;:tte-of-Need (CON) program CQuid 
have in· future years. The CON program served to slow down health 
facility construction and was eliminated ·in January 1981.. Many believe 
that eliminating the CON program will result in workload increases. 

Table·3· 

Seismic Safety Workload 
Construction Volume 

1983-84 through 1987-88 
(doi!ars in millions) 

Budgeted 
1983-84 ...................................................................................... $456 
1984-85 ............ ;.......................................................................... 484 
1985-86 .. :................................................................................... 808 
1986-87 ........................................................................... ;.......... • 1,270 
1987..:88 .... : ..... ,............................................................................ 1,270 b 

Actual 
$487 
719 

1,002 
666' 

Percent 
Changeirom 
Prior Year 

47% 
39 

NA 

'July 1986 through December 1986. . ' 
b This differs from the estimate of $1.35 billion displayed in the 1987--88 budget.document. The OSHPD 

indicates that the basis for the budget is $1.27 billion. 
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Without further data and information, it is' impossible for us to deter
mine if the office'spudget-year projection is reasonable. Projecting a 43 
percent annual growth would be extraordinary, yet there is widespread 
concern that the elimination of, the CON program will increase workload 
above the. current-year budgeted level, at least in the short term. , 

· Information Needed. The Legislature needs updated workloadesti
mates and staffing standards before it can determine the correct funding 
level for the program. In addition, du~ to uncertainties in the proj~cted 
workload, we believe the office should have a contingency plan for dealing 
with unanticipated workload increases. Accordingly, we recommend that 
prior to budget hearings, the office submit. (1) its revised staffing stand
ards and workload, assumptions to the fiscal subcommittees and (2) a 
contingency plan . for unanticipated workload. 

Elimination of Positions Due to Loss of Federal Funds 
· WelVithhold recommendation on the p~oposals to eliminate four posi

tionsin the Health Planning and Health Professions Development Divi
sions until the office submits' informatiQn regardiI)g how legislatively 
.Il1andated requirements can be accomplished with the proposed level of 
, staffing. . , . 

In a letter received October 23; 1986, the Director of Finance notified 
the Legislature that the office was losing $1,192,000 in federal funds in the 
current year due to the eliinination of the health planning program in the 
federal budget. The office redirected $794,000 in funds and made expendi
ture reductions totaling $398,000 due to the funding losses. 

· The federal funding .reduction in 1987-88 isa total of $1,570,000, or 
· $378,000 more than the current-year amount. The budget proposes the 
following actions in order to respond to the funding loss: 

• A reduction of $203,000 and three positions in the Uncompensated 
Care and Community Service program. . , 

• A reduction of $678,000 and three positions and contracts in the 
Health· Planning Division. 

• A reduction of $27,000 and one position in the Health Professions 
Division. Costs of $45,000 would be paid from other funds. .' 

• A reduction of $208,000 in federal funds, $5,000 in other funds, and 
three positions due to the sunset of the CON program. 

• A shift of $92,000 in data processing costs and $317,000 in administra-
tive overhead costs to other,funds. ,.. ' 

· We recommend approval ofthe reduction associated with the sunset of 
the CON program and the funds shifts associated with data processing and 
administrative overhead. The other proposals are' discussed below. 

'" Hill-Burion Uncompensated Care and' Community Service Program. 
Under this program, health facilities that received federal grants, loans, or 
loan guarantees for construction, modernization, or equipment (1) must 
provide uncompensated services and (2) may not discriminate between 
patients on grounds unrelated to an individual's need for the service or the 
availability of the needed service in the facility. . . 

Prior to the funding loss, the office monitored facilities' compliance with 
the,se program requirements through agreemerits with the federal De
partment of Health and Human Services (DHHS). The office indicates 
that in 1985-86, health facilities had an outstanding uncompensated ser
vice obligation of $19,106,000 and that the office investigated a total of 20 
complaints. The office indicates that the program requirements will be 
monitored by the DHHS, beginning in the budget year. 
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Reductions in Health Planning and Health Professions Development 
Divisions. The mission of these two divisions is to provide the Legisla
tun~ and the Governor with information and recommeridations on state 
health facilities, services, manpower, and training. The Health Planning 
Division is responsible for preparing the State Health Plan. The division 
is authorized 16.6 personnel-years in the current year; this proposal woUld 

.. decrease the division's personnel~years to 13.7. .. 
The Health Professions Development Division conducts the Health 

Professions Careers Opportunity program, the Family Physician Training 
program, and health manpower pilot projects and prepares the annual 
health manpower plan, which is part of the State Health Plan. The division 
is authorized 12.8 personnel-years in the current year; this proposal would 
decrease the division's personnel-years to 11.9. 

The office indicates that the proposed reduction of four positions is 
justified because (1) there will be efficiencies resulting from a proposed 
reorganization and (2) the two professional positions in the Health Plan
ning Division have not been assigned to this division for some time. In the 
reorganization, the office is centralizing its data collection activities into 
one group and data analysis activities into another group. 

Poor Performance in Reporting. We identified 11 reports due to the 
Legislature in 1984-:85 through 1986-87 frorn the· two divisions. These 
reports include the State Health Plan due January 1, 1987, the health 
manpower plans for 1983-84 and 1985-86, and annual reports of the Health 
Professions Careers Opportunity program, the Family Physician Training 
program, the Health Manpower Policy Commission, and the Health Man
power Pilot Projects program. None of these reports have been submitted 
to the Legislature on time; several reports are over a year late and one is 
more than three years late. .. 

Because the performance problems involve past and current years and 
two separate divisions, and occur with a wide variety of reports, we con
clude that the problems are caused by more. than the peculiarities of any 
single report. We cannot determine whether it is insufficient resources, 
poor management, and/or outside factors that are the cause of the office's 
performance problems. 

The purpose of the reports is to provide timely information so that the 
Governor and Legislature can make informed decisions. They are basic to 
the office's function. In light of the importance of the reports and the 
office's performance problems, we believe that it is imprudent for the 
office to he making staff reductions. However, we are uncertain that the 
particular. positions proposed for reduction are necessary for the office to 
improve its performance. Consequently, we recommend that the office 
submit documentation which (1) describes the reasons for the past and 
current performance problems, (2) explains exactly how the office will 
correct these problems, and (3) details how the office will satisfy legisla
tive requirements with the proposed level of staffing. 

Therefore, we withhold recommendation on the proposal to reduce 
staff in the Health Planning and Health Professions Development Divi
sions until it submits information explaining how the office can accomplish 
legislatively mandated requirements with the proposed level of staffing. 
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Small Facility Loan Guarantee for Developmental Disability Programs 
Chapter 896, Statutes of 1~78, established a program 'to provide loan 

insurance for construction of facilities by nonprofit corporations that assist 
developmentally disabled clients to move to more independent living 
arrangements. The program is directed at facilitie~ with loans of no. more 
than $300,000. Priority for loan insurance is given for the development of 
facilities with six or fewer clients; . 

This act requires our office to report on the utilization program. Our 
findings follow., ..... . 

Utilization of the Program Has Been Light. The progrartl has in
sured loans for two day program facilities, with combined loans of 
$245,000, since its inception. The office indicates that it has received about 
a dozen inquiries since 1980 but has not received any new applications. 

The Department of DeveloprnentarServices (DDS) believes thaf low 
utilization of the program is due to.a cumbersome and expensiveapplica
tion process (especially for small nonprofit corporations) .and lack of pro
gram understanding on the part of corporations who could use the 
program. The small facility loan guarantee program application process is 
identical to that used for the Cal-Mortgage Loan Guarantee program, 
whichis generally directed at relatively large corporations. 

Currently, the office is streamlining the program application process to 
make it more accessible and less costly to interested corporations. The 
office indicates that streamlining the process could reduce the application 
cost by a factor of lO. The office has not given a firm date on the comple
tion of the strea.mlining process. In addition, the DDS has recently as
signed a staff person to disseminate information about .. the program to 
potential users. We believe these actions should increase utilization of the 
program. 

OFFICE OF STATEWIDE HEALTH PLANNING AND 
DEVELOPMENT-REVERSION '. 

Item 4140-495· to the General . 
Fund 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Budget p. HW 9 

The budget proposes reversion of the unencumbered balance remain
ing from the appropriation inCh 1186/79 . .The funds would revert to the 
unappropria:ted surplus of the Geri'eral Fund. 

Chapter 1186, Statutes of 1979, appropriated $700,000 for the purpose of 
making grants and loans available to community and free clinics licensed 
in the state. This program sunsettedJanuary1, 1981; As ofJanuary 1, 1987, 
a balance of $4,947 remained unexpended. ,We recommend approval of 
the proposedreversiori. 
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Health and Welfare Agency 

CALIFORNIA DEPARTMENT OF AGING 

Item 4170 from the General 
Fund and various funds Budget p. HW 16 

Requested 1987-88 .......................................................................... $125,914,000 
Estimated 1986-87 ............................................................................ 125,016,000 
Actual 198.5-86 ................................................... ,.............................. ~21,861,000 

Requested increase (excluding amouilt 
forsalary increases) $898,000 (+0.7 percent) " 

'Total recommended reduction ........ :........................................... None 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
4170-001-001-Support 
4170-001-890-Support 
,4170-101-001-Local assistance 
4170-101-890-Local, assistance 
Reimbursements 

Fund 
General 
Federal 
General 
Federal 

Amount 
$4,745,000 
'2,354,000 " 
29,159,000 
77,290,000 
12,366,000 

Total $125,914,000 

SUMMARY OF. MAJOR'ISSUES AND RECOMMENDATIONS 
1. Linkages Program-Client Acquisition. Recommend that 

prior to budget hearings, the department submit informa
tion to the fiscal committees regarding whether Linkages 
sites can meet client acquisition rates with the current staff
ing levels. 

2. Linkages Program-Level "X" Cases. Recommend that 
prior'to budget hearings, the department submit to the fis
cal committees a plan for reducing the number of level "X" 
cases served by Linkages sites. 

3. Linkages Program-Purchase of Services. Recommend 
that the Legislature adopt supplemental report language 
requiring the departIIlent to includyin the Long-Term 
Care Report information that explains the differences in 
purchase of service costs among Linkages sites. 

4. Health Insurance Counseling and Advocacy Program (HI
CAP) Expansion. Reduce Reimbursements from the De
partment of Insurance by $656,000. Recommend that 
funding for expansion of HICAP; be deleted because there 
is no information available regarding the cost-effectiveness 
of the program. ,.; , 

5. Multipurpose Senior Services Program (MSSP). Recom
mend that prior to budget hearings, the department ,submit 
information to the fiscal committees regarding the status of 
the federal waiver renewal for MSSP. 

6. MSSP Research. Recommend that prior to budget hear
ings, the department submit to the fiscal committees speci
fied information regarding proposed MSSP research for the 
budget year. 

Analysis 
page 

518 

520 

520 

521 

522 

524 
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GENERAL PROGRAM STATEMENT 
The California Department of Aging (CDA) is the single state agency 

charged to receive and administer funds allocated to California under the 
federal Older Americans Act (OAA). In addition, the Legislature has 
designated CDA as the department principally responsible for developing 
and implementing a comprehensive range of noninstitutional services for 
older. Californians and functionally impaired adults. In order to carry out 
these two mandates, the department uses federal and state funds to sup
port a variety of services, including local social and nutrition services, 
senior employment programs, long-term care services to the elderly and 
functionally impaired adults, and related state and local administrative 
services and staff training, . 

The department dEiliversOAA serviceS through local agencies on aging, 
other public and private nOlJprofit organizations, and service providers. At 
the center of the local network for delivery of services are planning and 
coordinating bodies called Area Agencies on Aging (AAAs), often re
ferred to as "triple As." In California, there are 33 AAAs, one in each 
Planning and Service Area. 

In addition to the AAA network, the CDA began in 1984-85 to contract 
directly with a variety of long-term care service program providers in 
order to begin building a system of community~based long-term care. The 
programs within this system are the Multipurpose Senior Services Pro
gram (MSSP), Linkages, Adult Day Health Care (ADHC) , and Alzheim-
er's Day Care Resource Centers. . .. 

In the current year the department is authorized 132.9 personnel-years. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes total program expenditures of $125.9 million for 

the CDA in 1987-88. This includes $33.9 million from the General Fund, 
$79.6 million in federal funds, and $12.4 million in reimbursements. Total 
expenditures proposed for 1987-88 are $0.9 million, or 0.7 percent, greater 
than estimated current-year expenditures. .. .. 

The budget proposes $33.9 million from the General Fund for support 
of CDA's activities inW87-88. This is a decrease of $2.3 million, or 6.3 
percent, from current~year expenditures. This decrease includes $48,000, 
which is 0.1 percent of the General· Fund support, as a "Special Adjust
ment" to the proposed budget-year expenditures for state operations. 

Table 1 presents a summary of the department's funding and expendi
tures for the prior, current, and budget years. This, table includes both the 
amounts proposed in the budget ($125.9 million) and the amounts. avail
able to the department through other appropriations ($200,000). 

Table 2 identifies, by funding source, the significant changes in expendi
ture levels proposed for 1987-88. Tables 1 and 2 have not been adjusted 
to reflect any potential savings in 1986-87 which may be achieved in 
response to the Governor's December 22, 1986 directive to state agencies 
and departments to reduce General Fund expenditures. 
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Table 1 

California Department of Aging 
. Budget Summary 

1985-86 through 1987-88 
(dollars in thousands) 

Program 
State administration , .............. : ........................................... . 

Older Americans Act (OAA) Programs 
Local Assistance: 

Congregate Meals ...................................................... .. 
Home-Delivered·Meals ........... ;, ................................ . 
Employment Services ................... : .... ; ....... ,; ............ .. 
Social Services ............................................................ .. 
Ombudsman ................................................................ .. 
Special Pr.ojects ................................................ : .......... . 

Subtotals, OAA ................................................................ .. 

. Long-Term Care Programs 
Local Assistance: 

MSSP ....... : .................................................................... .. 
Linkages! Alzheimers! Respite ................................ .. 
Adult Day Health Care ......... , .................................. .. 

Subtotals, Long-Term Care .......................................... . 
Totals, all expenditures ..................................................... . 
'Unexpended balance : , 

(estimated savings) ...................................................... .. 
Balance available in subsequent year ....................... . 

Funding Sources 
General Fund ................................................................... . 
Federal funds ......................................... , .. ; ..................... .. 
Reimbursements ............................................................. .. 

Actual 
1985-86 

$24,635 8 

$39,944 
17,260 
4,923 

28,630 
(2,067) 
2,067 

$92,824 

3,586 
816 

$4,402 
$121,861 

($887) 
.' ($2,lO5) 

$34,985 
77,991 
8;885 

Est .. 
1986-87 

$8,742 

$43,280 
15,957 
4,995 

25,711 
(1,953) 
2,183. 

$92,126 

$19,057 
4,226 

865 
$24,148 

$125,016 

($1,789) 

$36,181 
78,013 
10,822 

• MSSP site operations were included in State Operations prior to 1986-87. 
b Not a meaningful figure. 

Table Z 
California Department of Aging 

Proposed 1987-88 Budget Changes 
(dollars in thousands) 

General Federal 
Fund Funds 

19B&:87 expenditures (revised) ....................................... $36,181 $78,013 
1. Cost adjustments: 

a. Decrease in existing personnel costs .................. -1 
. 2. ~o~ki~!f :Sl:::~:s; ........................................ · ........ -48 

a. One-time only expenditures for equipment .... -2 
b. Senior Companion program reduction : ............. -160 
c. Financial legislation .............. , ................ ' ................. -232 
Total adjustments .......................................................... -$443 

3. Program change proposals: 
a. Respite care .............................................................. $39 
b. ADHC expansion .................................................... 776 
c. Foster Grandparent program expansion ............ 50 
d. HICAP expansion .................................................... 
e. HICAP funding transfer ........................................ -924 
Total program change proposals .............................. -$59 

1987-88 expenditures (proposed) .................................. $35,679 $78,013 
Change from 1986-87: 

Amount ............................................................................ -$502 
Percent ............................................................................ -1.4% 

Item 4170 

Prop. 
1987-88 

$8,776 

$43,280 
15,957 
4,995 

25,711 
(1,953) 
2,586 

$92,529 

$19,013 
,4,258 
1,482 

$24,753 
$126,058 

($41) 

$35,679 
78,013 
12,366 

Reimburse-
ments 

$19,822 

-22 
-$22 

$22 

620 
924 

$1,566 

$12,366 

$1,544 
14.3% 

Percent 
Change 
Froni 

.1986-87 
0.3% 

18.5 
0.4% 

-0.2% 
0.8 

71.3 
2.5% 
0.8% 

NMF b 

-97.7% 

-1.4% 

14.3% 

Total 
$125,016 

-1 
-48 

-2 
-160 
-254 

-$465 

$39 
798 

50 
620 

$1,507 

$126,058 

$1,042 
0.8% 



--~~--.-------

Item 4170 HEALTH AND WELFARE / 517 

Table 3 presents a summary of personnel-years for the. department in 
the prior, current, and budget years. The increase in personnel-years for 
Older Americans Act programs is due to proposed staff increases in the 
Ombudsman program, Senior Center Bond program, and HICAP. The 
increase for long-term care programs reflects profosed staff increases for 
the ADHC expansion and the implementation 0 the Respite Care pro
grams. 

Table 3 

California Department of Aging 
Personnel-Years 

1985-86 through 1987-88 

MllIai Est. 
Program 1985-86 1986-87 
Adnrinistration......................................................................... BO.5 79.0 
Older Americans Act ...... ;..................................................... 21.4 21.6 
Long-Term Care.................................................................... 32.8 32.3 

Totals ................................................................................ 134.7 132.9 

ANALYSIS AND RECOMMENDATIONS 

Percent 
Changf# 

Prop. From 
1987-88 1986-87 

79.0 
25.3 17.1% 
33.5 3.7 

137.8 3.7% 

We recommend approval of the following program changes which are 
not discussed elsewhere in this analysis: 

• Long-Term Care Ombudsman Program Positions ($89,000),. The 
department proposes to establish two positions in the Long-Term 
Care Ombudsman program in order to meet incre'ased program re
sponsibilities resulting from the CRISISline telephone service· and 
growing public awareness about the program. The positions will be 
funded through a redirection of contract funds. . 

• Adult Day Health Care Program Expansion ($798,000).· These 
funds were appropriated by Chapter 1218, Statutes of 1986,and will 
be used to expand the program and to add two positions. 

• Senior Center Bond Act Position ($40,000). The department pro
poses to establish one position in order to provide for increased moni
toring of bond contracts. The position will be funded through a 
redirection of contract funds. 

• Foster Grandparent Prpgram Expansion ($50,000). The depart
ment proposes to expand the Foster Grandparent program by fund
ing additional community volunteer opportunities for seniors. 

• Respite Care ($39,000). The department proposes to implement 
the Respite Care Services Project and the Respite Care Registry that 
were established by Chapters 446 and 1349, Statutes of 1986. In addi
tion, the department proposes to establish 0.5 position in order to 
administer the programs. 

• Senior Companion Program (-$160,000). Because state law only 
authorizes this program until January 1, 1988, funds are not required 
for the last six months of 1987-88. 

• Financial Legislation (-$254,000). This reflects reductions in ex
penditures in the Community Care Facility Demonstration Project, 
the Adult Day Health Care program, and the Alzheimer's Day Care 
Resource Center program. 
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Linic!agesProgram 
The ~inkages" pibgram, establi~hedby Ch i637 I 84 (AB 2226), is, de

signed to provide various types of servic(,)s to frail elderly and functionally 
impaired adults in order to avoid premature institutionalization. The 
Linkages program provides four levels of service as follows: 

Levels A and B. These services basically consist of information and 
referral. Under level A, ,Linkages staff provide in-depth information re
garding the availability of and a(!ceSs to various long-term care resources, 
including other community-based progranls, nutrition and social services, 
and medical facilities. Under level B services, Linkages staff may refer 
individuals to a service provider and follow-up to assure that the service 
wa.s,.delivered., 

Levels C and D. These levels provide case management services to 
elderly and functionally impaired adults who are at risk of .institutionaliza
tion. Case management services consist of assessment of client needs, 
arranging and coordinating services, and monitoring the delivery of serv
ices. Level C service is designed to serve clients on, a short-term basis (one 
month), while level D provides ongoing case management services. Un
der both levels, staff may use Linkages prog~am funds to p1,lrchase needed 
services for clients when services cannot be obtained through existing 
community resources. Services which may'bepurchased includeIn-Home 
Supportive Services (IHSS), transportation; respite care, and social day 
care .. ' .'., . '. ". .'. ',' 
, The ~iI1kages progI'a~can provide level C and D s~rvicesto individuals 
who are either :M;ecli-Cal or Non-Medi-Cal eligible .. Theprogram, howev
er, ,cannot serve individuals who are certifiable for skilled nursingJacilities 
or iJitermediate carefacilities (SNFs/ICFs); A portion of these individuals 
may be referred to the Multipurpose Senior Service~.Program; (MSSP), 
which is designed to provide Case ~anagement services to impaired adults 
()vetthe 'age of 65 who. are SNF IICF certifiable, and Medi-Cal eligible. 

Currently, there are 13 Linkages sites serving appmximately 1800 level 
C and Do clients throughout the.state. Each site is staffed to handle 200 
Le~el C and D clients, with each case worker managing a .caseload of up 
to 50 clients. Table 4 shows the site implementation schedule and number 
of clients for each site as of September 1986. " , 

Linkages Sites H~veNot Met .Client Acquisition Rates' , .' 
We recomm~nd.that prior to budget hearings, the CDA submit InForma

tion, to th~ Fiscal committees regarding whether Linkages sites can meet 
client ,acquisition rates with the current staFFing levels. 
" As indicated above', each Linkages site has staff that the Department of 
Aging assumes is adequate to carry a caseload oL200 level C and D clients, 
with each case worker being assigned up to 50 clients. The department 
originally projected that the IiiIie sites, which began client acquIsition in 
October and November 1985"would reach their full caseload by June 30, 
1986. As Table 4 shows, none of the sites have attained this goal. Linkages 
sites on average are serving only 141 clients. ",.... , '" 

The department advises that there are several factors that may explain 
~hysites have not ~et t~e projected client acquisition rate's. One reason 
IS that some potentIal chents may not be' aware that case management 
services are available through the Linkages program. In addition, there 
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are indications that the sites lack adequate staff to handle the projected 
caseloads, as follows: 

• Information and Referral Services. Some .sites have separate staffs 
to provide information and referral services and to provide case man-

~, agement services. At other sites, however, professional staff are re
sponsible foq>roviding both services. This latter practice reduces the 
amount' of time staff can spend processing level C and D· cases. 

• . AssessI11ents Are .. Time-Consuming. Linkages staff are required to 
conduct assessments on .each new client. These assessments can be 
time-consuming, (;lspeciallyif they involve a great deal of travel. Be
cause of the amount oftime required to complete these assessments 
,and the requirement for 6-nionth and 12-month client reassessments, 
the sites have been slow in bringing on new clients. 

• More Level D Cases Than Anticipated. . As shown in Table 4, the 
number of level D clients is significantly larger than the number of 
level C clients. This is important because the level D clients require 
more staff time, thereby reducing the amount of time available to 
bring on otherdients. 

Table 4 
'California Department of Aging 

Linkages Program 
Site Implementation 

'September 1986 

Sites . 
Alta Med Health Services Corp., L.A. Coiinty ., ...... .. 
Area Agency on Aging, San Diego County .............. .. 
City of Oakland, Depattmentof Social ServiCes .... .. 
Community Care Management Corporation Mendo-

cino/Lake Counties· ............. · ... ; ............ ; .................. .. 

Start Up Date 
May 1986 
October 1985 
November 1985 

October 1985 
November 1985 
November 1985 

Department of Health Services; San Mateo County 
Department of Social Services, Monterey County .. 
Children's And Community Service, San Joaquin 

County : .................................. : .. " .... ,.............................. October 1985 
HumboldtSenior Citizens Council, Inc....................... October 1985 
Huntington Memorial Hospital, Los Angeles County February 1986 
Jewish Family Services of Los Angeles........................ February 1986 
Mount Zion Hosp./Medical Center, San Francisco.. October 1985 
Senior Care Action Network, Los Angeles County.. February 1986 
Westside'Center for Independent Living, Los Ange-·' 

les .................................................................................. November 1985 
Totals ; .... ; .............................. , ....................... : .................... ; .. 

Client 
Contact 
A&B 

34 
54 
24 

18 
52 
o 

72 
47 

275 
19 
10 
32 

32 

669 

Caseload' 
C D 
13 79 
0 182 
1 172 

1 155 
4 152 
5 115 

1 176 
1 181 
1 128 

38 95 
1 127 
0 141 

4 66 
-

70 1,769 

• Level X Cases Consume Staff Time. Many sites have had a num
ber of level "X" cases which require additional staff time. Level X 
clients are individuals who have undergone the initial assessment, but 
decide nottouse the case management services. Many of these clients 
decide that the information provided to them during the initial assess-

.' ment enables them to meet their needs without the aid of case man
. agement services; or that case management simply is not a service 

that they wish to receive. These cases can take up to 30 percent of a 
case manager's time in one month. These clients, however, are neit 
counted as part of the ongoing caseload. (This issue is discussed later 
in this analysis.) 
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Thus, it appears that the primary reason sites have not acquired their 
full caseloads is that they lack adequate staff to serve 200 level C and D 
clients at each site. The department advises that it is currently reviewing 
its policy of requiring each site to serve 200 level C and D clients, or 50 
clients per case worker. At the time this analysis was prepared, the depart
ment could not advise the Legislature if (1) it was going to revise down
ward from 200 the number of clients each site is expected to carry, thereby 
reducing the number of clients per case' worker or (2) continue to require 
each site to serve 200 cases, but provide funds for additional staff. 

In order to ensure that staffing is adequate for projected caseloads, we 
recommend that prior to budget hearings, the department submit infor
mation to the fiscal committees regarding whether Linkages sites can 
meet client acquisition rates with the current staffing levels. . 

The Department Should Take Steps To Reduce Level X Cases 
We recommend that prior to budget hearings~ the CDA submit to the 

fiscal committees a plan for reducing the number of level X cases served 
by Linkages sites. 

As discussed above, Linkages staff conduct a large number of client 
assessments for individuals (level X clients) who subsequently decide not 
to enroll in the program. For example, one Linkages site served 64 level 
X clients in one month, while another site served a total of 52 such in
dividuals. On the other hand, several sites have had no level X clients over 
one month's time. While the number of these clients varies significantly 
from month to month among sites, there were an average of 14 level X 
clients served per month by each.site during the first quarter of 1986-87. 
We estimate that these clients required an average of 13 percent of a case 
worker's time per month. This staff time potentially could be' used to 
provide case management services to additional level C and D clients. 

We recognize that the information provided by case managers during 
the assessment process can be valuable to an individual who subsequently 
decides not to participate in the Linkages program. Our concern is that 
these cases take up limited staff resources that might be used to provide 
case management services to additional clients. It may be possible for a 
potential client to determine whether Linkages is an appropriate alterna
tive prior to the initial assessment process. Fbi:' example, the department 
may be able to modify the intake and screening process in order to provide 
additional information to a potential client about the case management 
concept and alternative resources available in the community to meet the 
individual's need. 

Therefore, in order to maximize the use of staff time, we recommend 
that prior to budget hearings, the department submit to the fiscal commit
tees a plan for reducing the number oflevel X clients served by Linkages 
sites. . 

Purchase of Service Expenditures Vary Widely Among Linkages Sites 
We recommend that the Legislature adopt supplemental report lan

guage requiring the department to include in the January 1~ 1988 Long
Term Care Report to the Legislature information explaining the differ
ences in purchase of service cQsts among Linkages sites and describes how 
the department may be able to minimize these differences. 

'. . 
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Linkages staff are authorized to purchase services for clients when exist
ing community resources are not available to provide needed services. 
Sites budget purchase of service costs at $21per client per month.Howev
er, sites may incur purchase of service costs of up to $150 per month for 
a client under certain circumstances. 
. The most recent expenditure data from the department shows that 
there is wide variation among sites regarding purchase of service expendi
t~res. For example, purchase of service costs ranged from zero up to $29 
per client in September 1986. The department indicates, that costs may 
vary because of differences in the amount. of funds available to sites to 
purchaSE:) services. In addition, costs may vary dueto regional cost-of-living 
differences or differences in the availability of existing community re
sources. Such cost differences are the result of factors that the sites cannot 
easily control. . 

On the other hand, the sites may be able to control some. of the factors 
that result in differences in purchase of service costs. For example, sites 
may be able to do a better job of utilizing existing resources, In such cases, 
the department may be able to reduce the differences in costs among sites, 
thereby m~zing the use of limited program funds... ..' 

At the time.· we prepared this analysis, the department was unable to 
explain with any certainty why there is a wide variation in these costs. 

. Therefore,in order to determine. whether sites are ma~zing the use of 
funds available for purchase of services, we recommend that the Legisla
tureadopt supplemental report language requiring the department to 
include in the J anuaryl, .1988 Long-Term Care Report to the Legislature 
information explaining the differences in purchase of service costs among 
Linkages sites and detailing how the department may be able to minimize 
these differences. '. .' 

The followingsupplemental report language is consistent with this rec
ommendation: 

"The department shall include in the January. 1, 1988 Long-Term Care 
Report to the Legislature information regarding differences in the pur
chase of service costs among Linkages sites. Specifically, the department 

. should (1) explain why there are differences in purchase of service costs 
among the sites, (2) determine which cost differences are within the 
control of the depaJitment, and (3) develop a plan for minimizing those 
differences. The report should include a description of the anticipated 
effects of implementing this plan." . 

Expansion of HICAP Is Premature 
We recommend that funds for. expansion of the Health Insurance Coun

seling and Advocacy Program be deleted because there is no information 
available regarding the cost-effectiveness of the program. (Reduce reim-
bursements by $656,000.) . 

The budget proposes three changes in the Health Insurance Counseling 
and Advocacy Program (HI CAP). First, it proposes to add one position in 
order to comply with certain statutorily mandated requirements. Second, 
the budget proppses to expand the program from 31 to 58 counties and to 
increase state staff for the program by two positions. This expansion will 
increase costs by $656,000. Third, the budget proposes to fund the entire 
program-$1.5 million-through reimbursements from the Department 
of Insurance (Insurance Fund). The program currently is supported 1:>Y 
the General Fund. (We discuss the funding issue ip. Item 2290 of this 
Analysis.) 
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The HICAP was established by Chapter 1464, Statutes of 1984. The 
purpose of the prograrnis to assist older persons in understanding the 
health insurance coverage provided under the federal Medicare program 
and coverage offered by private insurance companies. Currently, the De-

'partment of Aging contracts with 11 HICAP contractors, serving 31 coun
ties, to provide ( 1) community education programs that explain Medicate 

.. policies and private health insurance programs, (2) infor-mal advocacy 
with· regard to Medicare and other health insurance benefit claims, and 
(3) legal representation with respect to Medicare appeals and related 
health insurance problems. In addition, the department is mandated to 
serve as a clearinghouse for information and materials relating to Medi-
care and other health insurance programs. . 

We believe that this proposal raises the following two issues: 
Should the Program be Funded Through Reimbursements From the 

Insurance Fund? We see no reason why this program should not be 
financed ftom the Insurance Fund. This is because the Commissioner of 
Insura.nce has broad authority to " ... inform the public ... "on insur
ance matters, including insurance to supplement Medicare coverage. 

Should the Program be Expanded? Current law requires that the 
department submit a report to the Legislature beginning January 1986 and 
annually thereafter, identifying". . . the savings realized by the state arid 
Medicare beneficiaries through the program." The department has done 
little to evaluate the effectiveness of this program. At the time we pre
pared this analysis, the department had not submitted the required re
ports for January 1986 and January 1987. As a result, we have no 
information on th~cost-effectiveness of this program which would justify 
its expansion. The department is proposing to add one position to the 
program so thatit will be able to fulfill the annual reporting requirement 
in the future. 

Our concern is not with the goals ofthe program. However, without the 
cost-effectiveness information required by the Legislature, We have no 
basis OIl which to recommend expansion of theproghun. We do recom
mend approval of the one position requested by the department in·order 
to provide the Legislature with the required cost-effectiveness informa-

. tion. Therefore, without prejudice to the goals of this program, we recom
mend thatCDA'sreimbursement from the Department of Insurance be 
reduced by $656,000. . 

Renewal of Federal Waiver for MSSP May Be In Jeopardy 
. We recommend that prior to budget hearings,· the department submit to 

. the .fiscal committees information regarding the status of its request for 
renewal of the federal waiver for MSSP. 

Since June 1983, California has operated the Multipurpose Senior Serv
ides Program (MSSP) as result of federal approval of the Medicaid Home 
and Community-Based Waiver. The waiver authorizes the state to serve 
a maximum caseload of 5,400 clients duriIlg 1986-87. Currently MSSP 
serves approximately 5,300 frail· elderly persons over the a.ge of 65 . 

.. The· department is in the process of applying for renewal of the federal 
waiver for 1987-88 through 1989-90. In addition, the department is re
questing to expand the program to serve 7,400 clients. The department has 
advised, however, that the new waiver request may not be approved by 
the federal government. Specifically, the federal Health Care FinanCing 
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Administration (HCF A) has identified the following three problems with 
the waiver proposal. 

Expansion of MSSP Caseload. Th~ state proposes to expand MSSP 
to a maximum caseload of 7,400 clients. The department advises that 
HCF A may not approvy the expansion because preliminary studies indi
cate that the costs of community-based waiver progtams~likeMSSP
have not been offset by a reduction in Medicaid costs for institutional care. 
The primary reasons cited for this lack of net savings are that (1) the 
majority of the individuals served by the programs have a low-risk of 
institutionalization and (2) the services provided to the high-'risk individu
als do not significantly reduce their probability of enteriI1gan institution. 

If HCF A does approve the caseload expansion, however, it will be neces
sary to augment CDA's budget (General Fundand Medi-Cal reimburse
ments from the Department of Health Services): This is because the 
budget as submitted to the Legislature assumes a caseload of 5,400 clients. 

Continuation of MSSP Research. Under the terms of the waiver, 
California must annually provide HCF A with data demonstrating thatthe 
Medi-Cal per capita cost of care provided throughMSSP does not exceed 
the per capita· cost that would occur if MSSP did not exist. In addition to 
collecting this information, the department also has conducted research 
to determine the total public costs of the program relative to the costs of 
institutionalization and the impact of MSSP on the number of client hospi-

.. tal days~ nursing home days, days of life, and functional levels of clients. 
The department also has developed a Decision Support System (DSS) 

designed to increase the cost-effectiveness of the program by maximizing 
the amount of time a client stays in thecommtihity. One of the compo
nents of this system uses information from MSSP client assessments to 
determine a client's risk of institutionalization or dying within six months 
in comparison to the risk of all other MSSP clients. The department advises 
that this information might be used for care planning, maintaining a 
balanced caseload mix for case managers, or assessing whether a client 
may be ready for discharge from the program. In addition, the DSS con
tains a service award component that could be used to allocate client 
services, in particular In-Home Supportive Services (IHSS), so as to maxi
mize the amount of time a client stays in the community. 

Under the current waiver, the federal government shares in the costs 
of MSSP research. The department indicates, however, that in the future 
HCF A will only fund the research necessary to determine the cost-effec
tiveness of the program as required under the terms of the waiver. 

Cost-Effectiveness of MSSP. As indicated above, the department 
must annually demonstrate that the program is.cost-effective in order for 

. MSSP to befunded through the.waiver. The most recent data submitted 
to HCFA are based on MSSP operations in 1983-84 (the first year ofthe 
current waiver). According to HCFA, the data show that the total Medi
Cal costs of the program exceeded the estimated costs that Medi-Cal 
would have incurredwithout.the waiver. Because this violates the terms 
of the waiver, the department must provide a satisfactory explanation for 
the cost overrun in order for HCF A to approve the new waiver request. 

At the time this analysis was prepared, it was not clear how these issues 
would be resolved. Because renewal of the waiver is critical to the con
tinuation of MSSP in 1987-88, it is important that the Legislature be in
formed as to the status of the waiver renewal. Therefore, we recommend 
that prior to budget hearings, the department submit to the fiscal commit
tees information regarding the status of the federal waiver renewal for 
MSSP. 
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Future of MSSP Research Is Uncertain 
. We recommend that prior to budget hearings, the department submit to 

the fiscal committees speciFied inFormation regarding proposed MSSp're-
search For the budget year. . 

The department currently contracts with the University of Califorp.ia, 
Berkeley (UCB) to (1) conduct an analysis of the impact that MSSP has 
on the costs of long-term care (referred to as impact analysis) and (2) 
provide ongoing maintenance of MSSP's Management Information Sys
tem (MIS) in conjunction with the development of the Decision Support 
System (DSS). In the current year, research costs total $650,000, of which 
the impact analysis costs approximately $120,000 while, the MIS/DSS totals 
$530,000. 

As discussed above, the department has indicated that HCF A ",ill no 
longer fund research in excess of that which is required under the terms 
of the waiver. The department estimates that at a minimum, $350,000 of 
the current contract costs are attributable to federal requirements. This 
means that only this amount of research costs potentially could be funded 
through the waiver in 1987-88. 

The department indicates that in 1987-88 it plans to continue some 
additional research beyond that required by the federal government. 
However, it is not able to identify the specific research. In order that the 
Legislature will have the opportunity to review CDA's research proposal, 
we recommend that prior to budget hearings, the department submit to 
the fiscal committees information regarding its proposed MSSP research 
for the budget year. Specifically, the proposal should identify (1) research 
conducted in the current year which will be discontinued in the budget 
year and (2) research, in order of priority, which it proposes to continue 
in the budget year, including each task and its estimated costs and funding 
source. 

Health and Welfare Agency 

COMMISSION ON AGING 

Item 4180 from the General 
Fund and various funds Budget p. HW 24 

Requested 1987-88 ......................................................................... . 
Estimated 1986-87 ........................................................................... . 
Actual·1985-86 ................................................................................. . 

Requested decrease (excluding amourit 
for salary increases) $2,000 (-0.4 percent) . 

Total recommended reduction ............... : ................................... . 

$559,000 
561,000 
373,000 

.. None 
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1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
4180-OO1.001-Support 
.418()..OOI..s90--Support 
418()..OOI ·983-Support 

Total 

GENERAL PROGRAM STATEMENT 

General 
Federal 

Fund 

California Senior's 

Amount 
$234,000 
(207,000) 
325,000 

$559,000 

The California Commission on Aging (CCA) is mandated to act in an 
advisory capacity to the California Department of Aging (CDA) and to 
serve as the principal state advocate On behalf of older persons. The CCA 
is composed of 25 members appointed by the Governor, the Speaker of the 
AssemBly, and the Senate Rules Committee. 

The CCA also sponsors the California Senior's Legislature (CSL). The 
CSL is composed of 120 seniors who hold an annual legislative session· to 
develop legislation that addresses the needs and concerns of older Califor
nian,s. The CSL, in turn, seeks enactment of its legislative proposals 
through the State Legislature. . . 
. . The commission is authorized 7.6 personnel-years in the current year 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes an appropriation of $234,000 from the General 

. Fund to supporttheCCA in 1987-88. This is a decrease of $2,000, or 
approximately 1 percent, from estimated current-year expenditures. The 
budget has been reduced by this amount as a "Special Adjustment." 

Program 

Table 1 

Commission on Aging 
Budget Summary 

198!H16 through 1987-88 
(dollars in thousands) 

Actual Est. 
1985-86 1986-87 

Commission ................................................. . $394 $443 
Senior Legislature .................................... .. 173 325 

Totals .................................................... .. $567 $768 

FUnding Sources 
General Fund .......................................... : .. ;. $200 
Federal funds ................... :.......................... 194 
California Senior's Fund .......................... 173 

$236 
207 
325 

Prop. 
1987-88 

$441 
325 

$766 

$234 
207 
325 

. Percent Change 
From 1986-87 

-0.5% 

-0.3% 

-0.8% 
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Item 4200 

Total program expenditures in the budget year are projected at $766,-
000. This amount includes $234,000 from the General Fund, $207,000 in 
federal funds, and $325,000 from the California Senior's Fund; Table 1 
shows CCA funding for prior, current, and budget years. This table has not 
beeri adjusted to reflect any potential savings in 1986-87 which may be 
achieved in response to the Governor's December 22, 1986 directive to 
state agencies and departments to reduce. General Fund expenditures. 

Health aru:iWeifare ,Agency 

DEPARTMENT OF ALCOHOL AND DRUG PROGRAMS 

Item 4200 from the General 
FUnd and various funds Budget p. HW 26 

Requested 1987-88 ............................................ : ...................... : ...... $126,868;000 
Estimated 1986-87 ............................................................................. 120,116,000 
Actual 1985-86 .................................................................................. 114,504,000 

Requested increase (excluding amount 
for salary increases) $6,752,000 (+5.6 percent) 

Total recommended reduction .............................. , .......... ,.......... None 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
4200-001-OO1-Support 
4200-001-890-Support 
4200-OO1-139-Support 

General 
Federal 

Fund 

Dririkiilg Driver Program 
Licensing 

Amount 
$7,150,000 
3,044,000 

333,000 

4200-OO1-243-Support 

4200-101-OO1-Local assistance 
4200-101-89().:....Local assistance 
Reimbursements 

Methadorie Program 
Licensing 
General 

335,000 

71,795,000 
Federal 38,773,000 

5,438,000 

Total $126,868,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Anti-Drug Abuse Act of 1986. Recommend that prior to 

budget hearings, the Department of Alcohol and Drug Pro
grams (DADP) advise the fiscal committees on: (a) how it 
plans to allocate funds it will receive as a result of enactment 
of the Federal Anti-Drug Abuse Act and (b) steps it is taking 
to apply for additional funds which will be allocated based 
on need. 

2. Anti-Drug Abuse Act of 1986. Recommend that prior to 
budget hearings, the DADP advise the fiscal committees 
how it plans to coordinate the use of the Anti-Drug Abuse 
Act funds with existing funds and programs. 

3. Alcohol, Drug Abuse, and Mental Health (ADAMH) Block 
Grant. Increase Item 4200-101-890 by $8.2 million. Rec
ommend that the budget be increased by $8.2 million in 

Analysis 
page 
532 

532 

533 
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federal found, s because these funds are, available to support" 
local alcohol and drug programs. Further recommend tllat 
prior to budget hearings, the' DADP'advise the fiscal com
mittees how' it plans to use these funds for alcohol and drug 
programs. , 

4. School/Community Primary Prevention Program (S/ 534 
. CPPP),~,' Recommend that prior to budget hearings, the 
. DADPsubrnit to the fiscal committees information regard

ing the number of youth that are to be served under the 
new Sf CPPP contracts. 

GENERAL PROGRAM STATEMENT 
. The Department of Alcohol arid Drug Programs (DADP) is responsible 

for directing and coordinating the state's efforts to prevent or minimize 
the effect of alcohol misuse, narcotic addiction, and drug' abuse. The de
partment is composed of the Divisions of Alcohol Programs, Drug Pro-
grams, and Administration. . , ' . 

The department is authorized 163.4 personnel-years for the current 
year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes total expenditures from all funds of $126.9 million 

for alcohol and drug programs in 1987-88. This includes $78.9 million from 
the General Fund, $41.8 million from federal funds, $668,000 from the 
Drinking Driver and Methadone Program Licensing Trust Funds, and 
$5.4 million in reimbursements. Total expenditures proposed'for 1987-88 
are $6.8 million, or 5.6 percent, greater than estimated total expenditures 
in the current year, as shown in Table 1. 

Table 1 

Department of Alcohol and Drug Programs 
Budget Summary 

1985-86 through 1987-88· 
(dollars in thousands) 

Expenditures 

Personnel-Years 
Actual Est. Prop. 

Program 1985-86 1"986-87 1987;.sB 
Alcohol-local assistance .... 44.1 44.6 45.7 
Drugs-local assistance ...... 39.9 39.4 39.4 
Unallocated-local assist-

ance ................................ 

Subtotals, local assist-
ance ................................ 84.0 84.0 85.1 

State Operations .................. 79:8 79.4 79.4 

Totals .............................. 163.8 163.4 164.5 

Funding Sources 
General Fund ...................................................................... .. 
Federal funds ...................................................................... .. 
Drinking Driver Program Licensing Trust Fund .... .. 
Methadone Program Licensing Trust Fund .............. .. 
Audit Repayment Trust Fund ........................................ .. 
Reimbursements ....................................................... , ........ .. 

Actual 
1985-86 

$47,306 
56,500 

$103,800 
10,698 " 

$114,504 

$77,452 
32,288 

185 
314 

4,265 

Est. 
1986-87 

$49,324 
59,060 

$108,384 " 
11,732 

$120,116 

$79,017 
34,553 

237 
335 
539 

5,435 

Prop. 
1987;.sB 

$48,432 
58,760 

7,956 

$115,148 
11,720 

$126,868 

$78,945 
41,817 

333 
335 

5,438 

Percent 
Change 
From 

1986-87 
-1.8% 
-0.5 

100.0 

6.2% 
-0.1 

5.6% 

-0.1% 
21.0 
40.5 

-100.0 
0.1 
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The budget proposes an appropriation of $78.9 million from the General 
Fund for DADP in 1987--88. This is a decrease of $72,000,' or 0.1 percent, 
from current~year expenditures. The reduction was made. as a Special 
Adjustment to the proposed budget-year expenditures ,for state opera
tions. Theproposed General Fund appropriation of $78.9 million includes 
$7.1 million for support of the department and $71.8 million for local 
assistance. . , 

Table 2 shows, by funding source, the significant changes iIiexpehditure 
levels proposed in the budget for 1987--88. The largest budget change 
proposed is an increase of $7,956,000 in federal funds,. the Emergency 
Substance Abuse Block Grant, as the result of ~he enactment of the Fed
eral Anti~Drug Abuse Act of 1986. 'The Anti-Drug Abuse Act IS discuss(:)d 
later in this analysis. 

Table 2 

Department of Alcohol and Drug Programs 
. Proposed 1987-88 Budget Changes 

(dollars in thousands) 

Genetal Federal Reimburse-
Fund Funds ments 

1986-87 expenditures (revised) .................... ;; .. $79,017 $34,553 $5,435 

Proposed changes:. 
1. Cost adjustments 

a. Special Adjustment .................................... -72 
2. Workload adjustments 

a. Increase Drinking Driver program ...... 
3. Program changes 

a. Establish "Learn to Say No" program .. 200 
b. Emergency Substance Abuse Block 

Grant ...................................... , ..................... 7,956 
c. SSI program reduction .............................. -173 
d. One-time payment from Audit Trust 

Fund ........................................................ ; ..... 
e. One-time Women's Set-Aside ................ -719 
f. Friday Night Live program reduction .. -26 
g. Increase Youth Coordination program 26 
h. Other changes ............................................ 3 

1987'-88 expenditures (proposed) .................... $78,945 $41,817 $5,438 

Change from 19~7: 
Amount ........... : .... , ............................................. -$72 $7,264 $3 
Percent.. .............................................................. -0.1% 21.0% 0.1% 

Special 
Funds Total 
$1,1ll $120,116 

~72 

96 96 

200 

7,956 
-173 

-539 -539 
-719 
-26 

26 
3 ---

$668 $126,868 

-$443 $6,752 
-39.9% 5.6% 

Expenditure Tables 1 and 2 have not been adjusted to reflect anypoten
tial savings in 1986--87 which may be achieved in response to the Gover
nor's December 22, 1986 directive to state agencies and departments to 
reduce General Fund expendit:ures. 
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ANALYSIS AND RECOMMENDATIONS 
We recommend approval of the following program changes which are 

not discussed elsewhere: . . . . 
• "Learn To Say No" Program ($200~000). The department pro

poses to establish a "Learn To Say No" alcohol and drug prevention 
program targeted for youth. . 

• Friday Night Live Program Positions ($83~OOO).The department 
. proposes to permanently establish two limited-term positions that it. 
administratively established in the current year in order to administer. 

· the Friday Night Live program. 
• Drinking Driver Program Positions ($96,000). The department 

proposes to establish 1.5 positions in the Drinking Driver Program 
Unit in order to meet incr.eased program licensing and mOnitoring 
responsibilities. 

• Accounting Office Staff ($106,000). The department proposes to 
redirect three positions from the Audit Services Section to the Ac
counting Section in order to fulfill increased accounting responsibili
ties. The Audit Services Section has achieved workload reductions 
due. to the implementation of the Single Audit Act. 

The Anti-Drug Abuse Act of 1986 
. On October 27,1986, President Reagan signed the Anti-Drug Abuse Act 

of 1986. The act provides $1.2 billiQn in new budget authority in federal 
fiscal year FFY 87 for various alcohol and drug abuse programs, drug law 
enforcement, and drug interdiction efforts. Specifically, the legislation 
authorizes: 

• $500 million for drug interdiction for FFY 87. 
• $225 million annually for drug law enforcement for FFY 87, FFY 88; 
. and FFY 89. 

• $241 million for alcohol and drug treatment and rehabilitation for FFY 
87. 

• $200 million for alcohol and drug education and prevention for FFY 
87 and $250 million annually for FFY 88 and FFY 89. . .. 

• $13.9 million for the Alcohol, Drug Abuse, and Mental Health Services 
(ADAMH) Block Grant program for FFY 87. 

The new federal funds for law enforcement, education, and treatment 
will be allocated to the states using several different formulae, as follows. 

Law Enforcement. The law requires that 80 percent of these funds 
be allocated to the states based on population, with no state receiving less 
than $500,000. State and local governments are required to provide at least 
a 25 percent match for the federal grants. The remaining 20 percent of the 
law enforcement funds will be distributed to public or private nonprofit 
agencies at the discretion of the Director of the Bureau of Justice Assist
ance (BJA). 

The law enforcement funds can be used by state and local governments 
for drug enforcement efforts and treatment projects. For example, funds 
can be used to provide additional rersonnel, training, equipment, and 
facilities to strengthen state and loca . drug enforcement. In addition, state 
and local governments may use these funds to provide treatment pro
grams for drug dependent offenders, to construct correctional institutions, 
and to eradicate plants which produce controlled substances. Funds may 
not be used for education activities or activities related to alcohol abuse, 
nor may the funds be used to suppl~nt state or local funds. 
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In order to receive funds under the grant program, the governor of each 
state must: (1) submit an application to the federal government and (2) 
designate a state agency for administering the grant program. 

Education and Prevention. The law requires that approximately 82 
percent of these funds be distributed to the states based on school-age 
population. Each state will receive at -least 0.5 percent of the available 
funds. Of the amount allocated to the state, 30 percent will be provided 
to the governor Jor discretionary grants and contracts. 

The remaining 70 percent of the funds-are allotted to the state educa
tionalagency (SEA). The SEA may use up to 10 percent of the funds for 
training,technical assistance, demonstration projects, and special financial 
assistance to areas serving a large number of economically disadvantaged 
children. Administrative costs are limited to 2.5 percent. 

The SEA is required to allocate the--remainder of these funds to local 
educational agencies on the basis of the relative number of children in the 
school-age population that-are served within their areas. These funds are 
to be used for alcohol and drug education and prevention activities includ
ing development and implementation of classroom curricula, family and 
school-based prevention programs, and counseling for parents and stu
dents. 

States may carry funds over into FFY 88, but the grants cannot be used 
to supplant any nonfederal funds. In order to receive the funds, the gover
nor and the SEA of each state must submit an -application covering a 
three-year period to the Secretary of the Department of Education 
(DOE). In the application, the SEA must describe how it will coordinate 
the use of its funds with state law enforcement and alcohol and drug abuse 
prevention agencies. 

Treatment and Rehabilitation. The law requires that the funds be 
allocated as follows: 

• 23.5 percent distributed to the newly created Office of Substance 
Abuse Prevention, the Veterans Administration, and for treatment 
evaluation . 

• 6.0 percent added to state allotments under the ADAMH Block Grant 
program. -' 

• 70.5 percent for special state allotments for alcohol and drug treat
ment services. 

As regards the special state allotments, the law requires that 45 percent 
of these funds be allocated to states based on population, with each state " 
receiving at least $50,000. The remaining 55 percent will be awarded on 
the basis of need with the following factors being used in the formula: 

• Population between the ages of 14 and 44 as a measure of the extent 
of demand for effective alcohol and drug abuse treatment services. 

• Number of persons admitted to alcohol and drug programs as an 
indicator of the number of individuals who need assistance. 

• Per capita personal income as a measure of a state's ability to pay for_ 
additional services. Current state spending on alcohol and drug pro

- gramsinay be used as a second indicator of a state's ability to pay for 
services., 

There is neither a guaranteed mhiimum nor maximum award under this 
needs formula. ' 

The federal law, requires that the special state allotments be used to 
increase the availability of alcohol and drug treatment programs. States 
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cannot use funds for inpatient hospital services or to provide assistance to 
for-profit organizations. ". ........ " 

States may carry funds over into FFY 88, but may only use fllJ,lds to 
supplement state and local funds. State administrative costs are limited to 
2 percent of the grant. ". .' , , .....' , 

In .order to receive a special allotment under the grant program, each 
state must submit a statement along with its regular ADAMH Bl.ock GranJ 
applicatiop requesting the funds.· In addition to providing the required 
information for the needsformula, statemen,tsmust include a description 
of how programs. and.activitiesJunded by the new grants will be coor
dinated with existing programs and how the new programs will be eval-
uated. , . 

Amount of Funds Available toCalifomia in FFY87. Table 3.shows 
the most recent estimates' of the allocations nationwide and to. California. 
The table shows that California will receive atle;i.st $41.8 rriillion. The st~t~ 
will receive an additional unknown anibupt of funds depending on h()w 
specified treatment and rehabilitation funds are allocated based on need 
and how drug enforcement discretionary funds are" allocated:, The table 
also. shows which departments in California will receive the funds. 

Program 
Law Enforcement 

Table 3 

Allocations of Federal Funds 
Anti-Drug Abuse Act of 1986 

FFY 87 
(dollars in thousands) 

Department 

Nondiscretionary l"und ...................... Justice/Office of Criminal Jus-
tice Planning . 

Discretionary Fund ........................... . 
Education and Prevention.................... Education/Governor's Office 
Treatment and Rehabilitation 

Population based allocation .......... Alcohol and Drug Programs 
Needs based allocation ................ .. 

ADAMH Block Grant program C ........ Alcohol and Drug Programs/ 
Mental Health 

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

a Discretionary fund allocations have not yet been determined. 

California 

$16,866 

15,599 

7,954 
b ' 

1,393 

$41;812 

b Needs based allocations have not yet been determined. '. . " 

Al1States ," 

$178,400 

46,600 
161,046 

73,260 
89,540 
13,860 

$562,706 

C J'he Department of Health and Human Services may set aside $5.1 million of the additional ADAMH 
. Block Grant for an evaluation of the block grant program. If such a set aside is made, the effect would 
be a corresponding reduction in the new ADAMH Block Grant allocations. ,. 

Amount of Funds Available in Subsequent Years. It is importanttd 
note that the President's budget for FFY 88 proposes to either reduce or 
eliminate funding for the Anti-Drug Act. As regards state and local law . 
enforcement efforts, the federal budget proposes to discontinue fwiding' 
for this grant program in FFY 88; In addition, the, budget proposes to 
reduce state grants for education and prevention programs for FFY 88. 
Finally, the budget does not propose to continue grants to the states for 
treatment and rehabilitation programs in FFY 88. (The ,Anti-Drug Act 
does.not authorize funding for treatment and rehabilitation programs for: 
FFY 88 or 89.) To the extent that federal funds are either reduced or 
eliminated in FFY 88, there may be increased pressure on the Legislature 
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to appropriate General Fund monies in subsequent years to continue new 
programs which started in 1987. . . . 

Department Needs an Expenditure Plan for New Federal Funds 
We recommend that prior to budget hearings, the department advise the 

fiscal committees how it plans to allocate to the counties $7.9 million in 
funds it will receive as a result of enactment of the Federal Anti-Drug 
Abuse Act. Further, we recommend that the department advise the fiscal 
committees of the steps it is taking to apply for additional federal funds 
which will be allocated to the state based on need. 

As Table 3 indicates, California will receive at least $7.9 million for 
alcohol and drug abuse treatment and rehabilitation programs. The 
budget proposes 'an expenditure of this amount for 1987--88. (The depart
ment does not expect to rElceive these funds in the current year.) The state , 
may receive additional funds once the federal government allocates funds 
~oo~ . , . ' 

The state has a great deal of discretion in detennining how to use these 
funds. The Anti-Drug Abuse Act, for example, does not specify how'much 
of the grants are to be spent on alcohol versus drug programs, or the extent 
to which funds can be targeted for c,ertain population groups like youth, 
women, or intravenous drug users who are at risk of being exposed to the 
Acquired Immune Deficiency Syn<irome (AIDS) virus. 

At the time this analysis was prepared, th~ DADP had not developed 
an expenditure plan for these funds. The department indicates, however, 
that it has established a process for determining how it will spend the 
additional federal grants once they are received by the state. It is currently 
obtaining comments from the county alcohol and drug program adminis
trators and other leaders in the field as to how the funds should be used. 
In addition, the department has a survey, completed by county drug 
program administrators in March 1986, that identifies dr,ug program 
needs, and it is currently funding the development of a needs . assessment 
instrument for local alcohol programs. 

Because the new federal law provides the state with the opportunity to 
address unmet programmatic needs, it is important for the Legislature to 
review the DADP spending plan in order to ensure that the funds will be 
used as efficiently as possible to reduce those needs. Therefore, we recom
mend that prior to budget hearings, the department advise the fiscal 
committees how it plans to allocate the funds to counties in order to 
address unmet programmatic needs. We further recommend that the 
department advise thefiscal·committees of the steps it is taking to apply 
for additional federal funds which will be allocated to the state based on 
need. 

Department Needs to Develop a Strategy For Coordinating the Use of Anti
Drug Abuse Act Funds With Existing Programs 

We recommend that prior to budget hearings, the department advise the 
fiscal committees how it plans to coordinate the use of Anti-Drug Abuse 
Act funds with existing funds and programs. 

The An~i-D.rug Abuse ;\ct ~equires .the state, as part of i~s appl.ic~tion for 
funds, to mdlCate how It WIll coordmate those funds With eXlstmgpro
grams. We believe that the department should develop a strategy for 
coordinating the use of these funds with other funds and programs in 
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order to avoid possible duplication of services. 
For example, some of the new federal funds could be used to target 

services to intravenous (IV) qrug users who are at risk of being exposed 
to the AIDS virus. If the department decides to use a portion of the funds 
for IV drug users who are at risk of AIDS, the department should coordi
nate its efforts with the Office of AIDS (OA) in the Department of Health 
Services, which is the lead state agency in addressing the AIDS epidemic. 
The OA proposes to continue to use a portion of its funding in 1987-88 to 
address the problem of IV drug abuse and AlPS through information and 
education activities. In Iterri 4260 of the Analysis, we recommend that the 
OA, in conjunction with various other departments including DADP and 
the State Department of Education (SDE) , develop a comprehensive plan 
for addressing IV drug abuse ~nd AIDS in terms of both treatment and 
education. 

Therefore, in order to maximize the use of the· new federal funds, we 
recommend that prior to budget hearings, the DADP advise the fiscal 
committees how it plan~ to coordinate the use of the new federal funds 
with existing funds and programs. 

Unbudgeted ADAMH Block Grant Funds are Available to Support Local Al
cohol and Drug Programs ,. 

We recommend that the budget be increased by $8.2 million in federal 
funds because these funds are available to support local alcohol and drug 
programs. We further recommend that prior to budget hearings, the de
partment ,advise the fiscal committees how it plans to use these funds for 
alcohol and drug programs. (Increase Item 4200-101-890 by $8.2 million.) 

The DADP rece,ives ~ federai . ADAMH Block Grant funds in order to 
support alcohol and drug abuse prevention and treatment services. The 
department estimates that it will receive $33.8 million in ADAMH Block 
Grant funds for the budget year, of which $12.5 million will be allocated 
to the alcohol program and $21.3 million will support the drug program. 
The department estimates that in 1987-88 there will be an additional $7.2 
million in ADAMH Block Grant funds availa.ble for the alcohol program 
and $1 million for the drug program. The budget, however, does not 
include these additional funds. . 

The department indicates that this unbudgeted amount exists because 
it was unable to expend all of the federal funds it received during the first 
year (1982-83) of the ADAMH Block Grant program. Since 1982-83, the 
department has carried over varying amounts in "surplus" federal block 
grant funds. , 

At the time we prepared this analysis, the DADP had not developed an 
expenditure plan for the $8.2 million in surplus funds. Because these funds 
could. be used to support local alcohol and drug abuse prevention and 
treatment programs, we recommend that the budget be increased by $8.2 
million in federal funds. We further recommend that prior to budget 
hearings, the department advise the fiscal committees how it plans to use 
these funds in 1987-88 including any General Fund match that is required . 

. , 

School/Community Primary .Prevention . Program 
The purpose of the School! Community Primary Prevention Program. 

(S/CPPP) is to help prevent drug abuse among youth through the joint 
efforts of the local school and drug program administra.tors. At. the state 
level, the State Department of Education (SDE) and the DADP are joint
ly responsible for monitoring the local programs. Chapter 456, Statutes of 
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1985 (SB 110), requires our office to report on the implementation of the 
S/CPPP in the 1987.:...sB Analysis of the Budget Bill.. . . 

In last year's Analysis, we made several recommendations for improving 
the performance of the S/CPPP. As a result of these recominendations, 
the 1986 Budget Act required the DADP to: (1) require alocal match from 
schools or school districts participating in the program and (2) implement 
a formula for allocating funds t() counties based on an objective measure
ment of need. In this analysis, we discuss the current status of the im
plementation of the S/CPPP and our findings and recommendations 
regarding the new funding requirements. . . . 

. Current Implementation of the S/CPfP. The department issued a 
new Request for Proposal (RFP) for S/CPPPs in Jime 1986, and 18 coun
ties were selected in October 1986 to receive fl!nding for their programs. 
These counties are expected to start operation inJanuary 1987; The 18 
counties represent a decrease of 7 programs from the 25 S/CPP:ps that 
were funded prior to the new RFP. Of the 18. Gounties, 14 previously 
received S/CPPP funds and 4 are new. _.. 
_ S/CPPP Local Match Requirement. In response to provisions. of the 

1986 Budget Act, the department adopted a local match requirement of 
10 percent annually for each local S/CPPP. During the first year of fund
ing, the local program can satisfy the match requirement with:~ash or 
in-kind contributions. Ip"kind contributions may in9lude volunteer sen'~ 
ices, office supplies, donated equipment,or the use of building spa.ce. For 
the second year offunding, at least one-half of theW percent matCq: m!lst 
be a cash contribution. For the third and subsequerit year (s) offuI'lding; 
all of the 10 percent match must he a cash contribution. . 

Allocation of Funds Based on'· Need. The· department allocated 
funds to local programs based on a combination <;>f(l) yarious objective 
measurements of need and· (2) the assessment of the RFP selection com
mittee. The objective nieasuiements of need were weighted 30 percent, 
while the assessment of the selection committee was weighted 70 percerit. 

The objective measurement of need consisted of the following formula: 
(1) total county population, (2) extent of poverty in the county, (3) drug 
arrests in the county, and (4) minority population ill the county. This is 
the same formula that currently is used to allocate state 'and federal funds 
to local drug programs. . . ... .• -... 

The assessment of the selection committee·was based on the· following 
four criteria: (1) program planning, (2}program deSign, (3) program 
administration, and (4) the budget. .. .... 

Decrease in the Number of StCPPPs May ResultiriFewer Youth Being Served 
We recommendthalpriorto budget hearings, the DADP submit to the 

fis6al committees information regarding the number of persons that are to' 
be served under the new S/CPPP contracts. 

As indicated above, 18 S/CPPPs are being funded starting in January 
1987, which is a 'reduction of 7 S / CPPPs. The number of S / CPPPs has been 
reduced even though funding remained l~wel at $1.1 million. There are 
two reasons why fewer S/ CPPP contractsare being funded with the same 
amount of General Fund support. First, the department has increased the 
maximum award for each S/ CPPP site from $84,000 to $90,000, an increase 
of7.1 percent. Second, comities which scored high in terms ofn~ed or the 
assessment of the selection committee received additional funds aboYe· 
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their,prior fundingJ~vels.·· _. . 
As a result of the department's allocation formula, counties on average 

regeived higher awards than in the prior year. Furthermore, because the 
counties were required to provide a 10 percent match, there are new 
resources available to serve additional persons. .' 

. Despite these changes, we cannot determine whether more persons will 
be served in 1987. With the added local match, it is possible that the 
increase in tohil·program funding may lead to an overall expansion ofthe 
program,with more pebple being served. The department, however; was 
unable to provide information regarding the number of people to be 
served under the new S / CPPP contracts. We recdgiiize that a comparison 
of the number of people served by counties fror:n year to year is difficult 
because some of the S / CPPPs are designed to serve a large number of 
people through media outreach; while others are designed to serve fewer 
people through different ~pproaches. In the absence of data documenting 
the effectiveness of the program; however, it is important to have informa
tion regarding how many people, particularly youth, are being served by 
the program in order to determine whether the S/CPPPs funds are being 
used efficiently. . 

Therefore, we recommend that prior to budget hearings, the DADP 
submit to. tp,e fiscal ~ommittees information regarding. the number of 
people that will be served under the new S/CPPP contracts. 

Health and Welfare Agency 

CHILD DEVELOPMENT PROGRAMS ADVISORY COMMITTEE 

item 4220 from the General 
Fund Budget p. HW 34 

Requested 1987-88 ........................................................................... . 
Estimated 1986-87 .... : ................. : ........................................ ~ ........ , .. . 
Actual .1985-86 ..................... , ....... .' ........... ~ .......................................... . 

Requested decrease (excluding amount 
for salary increases) $2,000 (-1 percent) 

Total recommended reduction ..... : ............................................ .. 

GENERAL PROGRAM STATEMENT 

$213,000 
215,000 
170;000 

None 

The Child Development' Programs Advisory Committee (1) reviews 
and evaluates the effectiveness of child development programs and the 
need for children's services, and (2) provides policy recommendations to 
the Governor, the Superintendent of Public Instruction, the Legislature, 
and other relevant state agencies concerning child, care and development. 

The 25-member committee is. staffed with an executive secretary, an 
analyst, and clerical support, for.a·total of 3.3 personnel-years in the .cur
rent year. 

18-75444 
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CHILD DEVELOPMENT PROGRAMS ADVISORY COMMITTEE~ontinued 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget propo~es total expenditures of $213,000 from theG~n~ral 

Fund for the support.of .. the committee during 1987.-.88. This is $2,000, or 
apprQx4riately 1 percent less than. the 1986-87. ,level dtl~ to a '~Special 
Adjustment" recluction~ Other than this reduction, the budget remains 
unchanged from the 1986-87 level. 

Our ~nalysis indicates that the amount requested is justified. 

Health anclWelfare Agency' 
. . ~. . 

DEPARTMENT OF HEALTH SERViCES 

Item 4260 from the General 
Fund and various funds Budget p. HW 35 

Requested 1987.:;g8 : ........................................................... : ............ $3,409,166,000 
Estimated 1986-87 ............................................•............................... 3,851,158,000 
Actual 1985-86 ....................................... : .....•.................................... 3,701,107,000 

Requested decrease (excluding amount 
for salary increases) $441,992,000 (~1l.5 percent) 

Total recommended reduction .. :~................................................ 13,673,000 
Recommendalion" pending ... ; ...... , ...... ; ............ ~; ...... ;, ................... ; 2,514;992,000 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description . 
42~OOl~()(jl'::""Departlnent support 
4260·001-o14-Department support 
4260·001 ~Department support 
4260'()()1·129-Department support 
4260·001-135-Departmerit support 

4260-001-137-Department support 

4260-001-20~Department support 
4260-001-335-Department support 
4260-001-455-Department support 
4260-001-478--Department support 

4260-001mO-Department support 

4260-001-9QO-Department support 

4260-011-o14-Depattment support 
4260-011-428--Department support 

4260-o11-455-Department support 
4260-011-71O-Department support 

4260-020-455-Department support 

Fund 
Generai 
Hazardous Waste Control 
State Transportation 
Water Device Certification 
AIDS Vaccine Research and 
Development 
Vital Records Improvement 
Project 
Genetic Disease Testing 
Sanitarian Registration 
Hazardous. Substance 
Mosquito Disease Surveil
lance . 
Hazardous Substance Clean
up 
Local Health Capital Ex
penditure 
Hazardous Waste Control 
Hazardous Waste Manage
ment Planning 
Hazardous Substance 
Hazardous Substance Clean
up 
Hazarous Substance 

Anlount 
$128,498,000 

3,996,000 
316,000 

(109,000) 
(7,000,000) 

4,683,(j()(). 

22,604,000 
130,000 

1,302,000 
8,000· . 

3,169,(j()() 

142,000 

27,978;000 
7,000,000 

7,585,000 
11,771,000 

942,000 



Item 4260 HE:ALTH AND WELFARE / 537 

4260-10l-001-Medi-Callocal assistance 
4260-105-OO1-Medi-Cal abortions 
4260-106-001-Medi-Cal cost-of-living adjustments 

(COLAs) 
4260-111-OO1-Public health local assistance 
4260-111-137-Public health local assistance 

Health and Safety Code Section 25330.5 

Welfare and Institutions Code Section 16707 
Ch 376/84 
Ch 1247/85 
Ch 1304/86 
Ch 1312/86 
Ch 1405/86 
Ch 1439/85 

Ch 1462/86 

Ch 1463/86 
Reimbursements 
Family repayments 

Subtotal 
4260-001-890-Department support 
4260~OO5-890-Department support 
4260-006-890-Department support 
4260-011-890-Department support 
4260-10l-890-Medi-Callocal assistance 
4260-106-890-Medi-Cal COLAs 
426().:111~890-Public health local assistance 

Total, all funds . 

General 
General 
General 

. General 
Vital Records Improvement 
Project 
Hazardous Site Operations 
and Maintenance. 
County Health Services 
Superfund Bond Trust 
General 
Hazardous Waste Control 
General 
General 
Hazardous Substance Clean
up 
AIDS Vaccine Research and 
Development 
General 

Federal 
Federal 
Federal 
Federal 
Federal 
Federal 
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

Department Support 

2,446i~3,000 
12,933,000 
2,791,000 

638,284,000 
520,000 

59,000 '. 

2,450,000 
5,967,000 

109,000 
152,000 
15,000 
75,000 

37,208,000 

3,000,000 

3,050,000 
34,826,000 

750,000 

$3,409,166,000 
89,744,000 

210,810,000 
32,605,000 
4,252,000 

2,556,147,000 
2,791,000 

23,460,000 

$6,328,975,000 

Analysis 
page 

1. Child Health and Disability Prevention (CHDP) Claims 
Processing. Reduce Item 4260-00J-OOI by $78,000 and 
Item 4260-00J-890 by$J32,000. . Recommend reduction 
of $210,000 to reflect savings resulting from contracting out 
CHDP claims processing functions. . . 

546 

2. CHDP Technical Funding Error. Reduce Item 4260-00J~ 
OOJ by $699,000 and increase Item 4260-00!-890 by $699,000. ' 
Recommend shift of funds to correct funding errors. 

3. Administrative Appeals Technical Funding Error. 
Reduce Item 42(iO-OOJ-OOJ by $3J,8,000 and increase Item 
4260-00J-890 by $J94,000. Recommend shift of funds to 
correct fUnding errors. '. 

4. Equipment Overbudgeted. Reduce Item 4260-00J-OOJ by. 
$778,000. Recommend reduction of $778,000 to correct 
overbudgetingof equipment. 

Licensing and Certification .'. . 
5. Licensing Fees. Withhold recommendation on licensing 

and certification fees for 1987-88, pending receipt of a fee 
schedule from the department. 

6. ACLAIMS Public Protocols. Recommend that the de-

546 

546 

547 

548 

548 
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partment report during budget hearings on its proposed 
protocols for providing public access to licensing and certi-
fication information in ACLAIMS. ,.'. 

Public Health 
7. Public Health Disengagement Proposal. Withhold recom- 554 
; mendation pending' receipt of implementing legislation 

and other specified information regarding the proposal. 
8. Comprehensive Perinatal Services Program. Recom- 556 

mend that prior to budget hearings, the department iden-
tify how it intends to speridfunds freed up as a result of 
implementation of the Medi-Cal comprehensive perinatal 
services program. 

9. Childhood Injury Prevention and Surveillance (CHIPS) 557 
Program. Reduce Item 4260~001-001 by $90,000 and Item 
4260-111-001 by $110,000. Recommend that the Legisla-
hire delete funds for the CHIPS proposal because its goals 
and objectives are already being accomplished with exist~ 
iIig funding. 

10. Day Care Health Training Pr.oposal. Reduce Item 4260- . 558 . 
OOJ;.001 by $71,000 and Item 4260-111-001 by $929,000. 
Recommend that the Legislature delete fUQ.dsfor the day 
care health training proposal because it duplicates current 
efforts in this area. . "'.' 

11. California Children's Services (CCS) Program Estimate. 559 
Recommend that prior to budget hearings, the dep~rt-
ment submit specified information regarding expenditure 
trends in the CCS program. 

12. California Children's Services Program Estimate-Los An- 561 
g'eles County. . Recommend that prior to budgyt hearing$, 
the department provide further informati6n regarding the' 
Los Angeles County assumption. 

13. California Chilqren's S.~rvices Program Estimate-Thera" 561 
py . Services. Withhold recommendation. pending addi-" 
tional information regarding payment for therapy services 
rendered to developmentally disabled children living ill: 
intermediate care facilities. . .. 

14. NeuralTube Defects Program .. Recommend that prior to 562 
budget hearings, the department provide specified infor
matioriregarding feeffortheNeural Tube Defects pro-
gram. "'. 

15. Medically Indigent Services, Program (MISP)'. ):lecom- 564 
mend that prior to budget he~rings, the departrrientpro-. 
vide specified information related to implementation of '" 
the MISP data system.. . ' 

16. MISP Funding. Recommen,d thatpTlor to budget hear- '566 
ings, the department submit specified information regard-
ing the need for services in the MISP. . 

17. Local Health Capital Expenditure Account (LHCEA). (568 
. Recommend that prior to budget hearings, the depart-

ment provide specified information on county capital ex-
. p~nditures. . ,. . 

18. Vital Records Projects. Recommend that prior to budget 568 



Item 4260 HEALTH AND WELFARE / 539 

hearings, the department provide implementation infor
mation, about (a)' the Vital Records Improvement project 
and (b) the Decorative Heirloom Birth Certificate pro
gram. 

19. AIDS and Intravenous Drug Users. Recommend that pri- 571 
or tp budget hearings, the Office of AIDS, with the assist- . 
ance of the Department of Alcohol and Drug. Programs, 
provide the Legislature with a plan to address the spread 
of the AIDS virus among intravenous drug users. 

20. AIDS and Sexually Active .. Heterosexuals. Recommend 574 
that prior to budget hearings, the Office of AIDS provide 
the Legislature with a plan.to address the spread of the 
AIDS virus among sexually active heterosexuals. 

21. AIDS Funding Alternatives. Re(!ommend that the Cali- 575 
fornia Medical Assistance Commission include in its report 
on funding options for community-based long-term care 
services specified information about AIDS. 

22. AIDS Minority Treatment and Counseling Contracts. 577 
Recommend transfer of $600,000 from support (Item 4260-
001-001) to local assistance' (Item 4260-111-001). Rec-, 
ommend transfer because funds are more appropriately 
reflected in local assistance. 

23. Childhood Lead Poisoning Prevention Program. Reduce 577 
Item 4260-001-001 by $87;000 and reappropriate $87,000 in 
statutory funding. Recommend (a) deletion of $87,000 
requested from the General Fund for the. Childhood Lead 
Poisoning Prevention Program and (b) reappropriation of 
the same amount from funds made available in Ch 481/86 
because funds from the statutory appropriation could be 
made available in the budget year to offset General Fund 
program costs. 

24. Governor's Council on Physical Fitness and Health. 578 
Reduce Item. 4260-oo1-oo1·by $88,000. Recommend re
jection of proposal to establish a state-level council on 
physical fitness and. health because the department has 
failed to justify it. . ' 

25. Birth . Defects Monitoring Program. Withhold recom- 578 
mendation on $3,247,000. (General Fund) for support of the 
Birth Defects Monitoring program pending receipt of an 
overdue report providing budget detail. 

26. Statewide Cancer Registry. Withhold recommendation 579 
on $2,657,000 (General Fund) proposed for expansion of 
the cancer ,registry program because information regard-
ing the proposal was not available in a timely manner. 

27. Reimbursements from the California Occupational Safety 579 
and Health Act (Cal-OSHA) Program. Withhold recom
mendation on $2,888,000 proposed for support of the Haz-
ard Evaluation System and Information Service and the 
state laboratories pending' decisions by the Legislature. 
concerning continued funding of the Cal-OSHA program. 

28. Drinking Water StancJards Development. Reduce Item 581 
4260-001-014 by $338,000. Recommend a reduction of 
$338,000 from the Hazardous Waste Control Account for 
support of toxic chemical contamination inspections by the 
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Sanitary Engineering Branch and the Sanitation and 
Radiation Laboratory because duplication of efforfis likely 
to occur. 

29. Drinking Water Standards Development. Recommend 582 
adoption of s~ppl~mental report language direCtin. gthe ' 
Samtary Engmeermg Branch and the State Water Re-' 
sourcesCoIitrol Board to adopt a coordinated policy for 

, assessing the' feasibility of implementing treatment stand
ards and discharge requirements for achieving clean wa-
ter. " ., , 

30. Implementation of Proposition 65. Recommend that the '585 
administration report at budget hearings concerning its 
plan for implementing Proposition 65. 

Toxic Substances Control 
31. Headquarters and Overhead Costs. Recommend adop- 589 

tion of supplemental report language directing the division 
to develop criteria, for evaluating staffing needs for head
quarters and oversight personnel. 

32. Electronic Data Processing Positions. Reduce Item 4260- 591 
011-014 by $88,()()() and Item 4260-011-710 by $108,()()(). 
Recommend reduction because current level of regional 
computer operations does not justify additional support 
personnel. 

33. Hazardous Waste Control Account (HWCA) Food Deficit. 592 
Recommend that the division report prior to budget hear-
ings concerning its plan for eliminating the current-year 
deficit in the HWCA." 

34. New Permitting Positions. Reduce Item 4260-011-014 by 594 
$783,()()(). Recommend reduction of $783,000 because 
the division has overestimated budget"year workload and 
has not accounted for current positions available for per-
mitting activities. , ' 

35. New Positions [or Policy Development. Reduce Item 596 
4260-011-014 by $68,()()(). Recommend reduction because 
the division currently has sufficient staffing to develop the 
highest priority policies and procedures. ' ' 

36. Land Disposal Restriction ,Program. Reduce Item 4260- 596 
011-014 by $58,()()(). Recommend reduction of $58,000 to 
reflect overestimates of costs associated with implement-
ing new statutory requirements. 

37. Hazardous Waste Facility and Hauler Disclosures. 597 
Reduce Item 4260-011-014 by $53,()()(). Recommendre
ductionof $53,000 to correct for overestimates of the cost 
to implement a new mandated disclosure program~ 

38. Hazardous Substance Account (HSA) Deficit. Recom- 598 
mend the division and the Department of Finance report 
prior to budget hearings concerning the administration's 
plan to eliminate the deficit in· the HSA. 

39. Bond Act Funds for Administration. Withhold recom- 599' 
mendation on $14,940,000, pending receipt· of overdue re~ 
ports concerning bond act expenditures for the site 
mitigation program. 
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40. Long-Term Funding Shortfall in the Site Mitigation Pro
gram. Recommend division report prior to. budget hear
ings regarding a plan for funding cleanup costs of toxic 
waste sites beginning in 198~9. '. 

41. Responsible~~.arty Collections. Recommend the division. 
report prior to budget hearings cOJ:lcerning its plans·for 
increasing responsible-party collections under the site 
mitig~tion program. . 

Medi-Cal Program . . 
42 .. Medi-Cal Pr:ogram Budget. Withhold recommendation 
. on $5 billion ( $2.5 billion General FUnd) pending review 

of revised estimates in May. .. . . 
43. Policy . Reviews and Updates. Recommend the· depart

ment rc:port during budge~ ~earings ~m savi~gs that coulq. 
be achIeved through additional policy reVlews.and up-
dates. . .... ..... ..... . 

44. Fiscal In,termediaryContracJ: Recommend the depart
ment report during budget hearings on potential savings .. 
resulting from new nscal intermediary contract. . 

45: Technical Budget I~sues. Reduce Item 4260-101-001 by 
$6.3 Millio{J and IteI11 .4260-101-890 by $6.2 Million; 
Recomme:o.d reduction of $12.5 million to correct fot(a) 
overbudgeting for Los Angeles County community health 
plan and (b) underbudgeting of savings from Social Secu
rity Administration identification of Medi-Cal beneficiaries 
with private insurance coverage. 

46. Limitation on Expenditures. Recommend Budget Bill 
.. language prohibiting expenditures exceeding 3 percent of 

amount appropriated in any expenditure category and re7 
quiril1g notification to the Legislature beforeaugmenta
tions are approved for any category. 

47.. Changes in Rules and Regulations. Recommend Budget 
, B.ill language requiring notification of the Legislature of 

any rule change expected to cost more than $1 million. 
48. Long-Term Care Rate Increases. Recommend the De~ 
. partment of Finance, as part of the May revision, provide 

an estimate of rate increases for long-term care. . 
49. Income and Eligibility Verification System (IEVS); 

Reduce Item 4260-101-001 by $1~850~OOO and Item 4260-101-
890 by· $1~849~OOO. Recommend reducing by one-half 
the amount of eligibility worker time budgeted to follow 
up referrals under the IEVS because the 100 percent fol-

. low-up proposed by the department may not be cost-effec~ 
tive. Also recommend requiring the department to (a)tesr 
a variety of follow-up thresholds in 1987--88, (b) ensure that 
counties use automated follow-up to the maximum extent 
possible, and (c) report on the estimated savings that the 
IEVS will generate. . . 

50. Coilnty Welfare Department Cost-of-Living Adjustments 
(COLAs). Reduce Item 4260-101-001 by $483~OOO. Rec
ommend reducing amount proposed for retroactive fund
ing of state's share of county granted COLAs to reflect a 
more recent estimate of the percentage COLAs actually 
granted. 
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51. Productivity Standard Study. Withhold recommendation 623 
on $26,527,000 proposed from the General Fund for that 
portion of the costs of eligibility worker salaries and bene-
fits that is directly tied to the outcome of a pending study 
of productivity standards. . .. 

52. Field Office Staffing. Reduce Item 4260·001·001 by $41,· 626 
000 and Item 4260-001·890 by $78,000. Recommend re
duction because positions are not justified by staffing 
standards. . 

53. Contractual Services. Reduce Itein4260~001·oo1 by $342,· 626 
000 and Item 4260·001·890 by $373,000. Recommend re
duction of overbudgeted funds forc.ontractual services. 

Audits ond Investigations 
54. Mini On-Site Review Program. Withhold recommenda- 627 

tion on $679,000 ($276,000 General Fund) requested for 
mini on"site review prograin pending receipt of details on 
the proposal. 

55. Prepaid Health Plan Quality-of~Care Reviews. Recom- 628 
m~nd that the departm~ntrepor~ <,>n i~s plims to comply 
wIth new federal regulations reqwrmg mdependent qual
ity-of-care reviews for prepaid health plans that provide 
Medi-Cal services. . . 

Department of Health Services 
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GENERAL PROGRAM STATEMENT 
The.Department of Health Services has responsibilities in three major 

areas. First, it provides access to health care for California's low-income 
population through the Medi-Cal program. Second, the department ad
ministers a broad range of public health programs, including (1) programs 
that complement and support the activities of local health agencies con
trolling enviroQlllental hazards, preventing and controlling disease, and 
providing health services to populations that have special needs and (2) 
state-operated programs such as those which license health facilities and 
cert!lin types of technical personnel. Third, the department. administers 
programs to regulate and control the use and disposal of toxic substances. 

The department is authorized 4,287.3 personnel-years in the current 
year. 

OVERVIEW OF THE BUDGET REQUEST 
. The budget proposes expenditures of $3.4 l?illion from various state 

fUJ:lds for support of the Department of Health Services programs in 1987-
88. This is a decrease of $442 million, or 12 percent, below estimated 
current-year expenditures. The "budget proposes expenditures of $6.3 bil
lion from all funds for support of department programs in 1987--88, which 
is a decrease of $424 million, or 6.3 percent, below estimated current-year 
expenditures. .' 

Table 1 shows theproposed.budget, by program category, for 1987-88 
and the two previous years. 

Table 1 

Department of Health Services 
Expenditures and Funding Sources 

1985-86 through 1987-88 
(dollars in thousands) 

Actual Est. Prop. 
Expenditures 1985-86 1986-87 1987-88 
State operations 

Support-exciuding toxics ..•......... $243,180 $271,274 .$271,359 
Support-toxics .............................. 59,544 69,760 102,914 

Subtotals ...................................... $302,724 $341,034 $374,273 
Special projects-:-exciuding toxics 147,567 192,333 215,i42 
Special projects-toxics .................... 448 32,605 32,605 
Public health local assistance .......... 1,127,337 1,127,976 665,464 
Medi-Callocal assistance .................. 4,825,732 5,958,709 5,04~,491 

Totals ............................................ $6,403,808 $6,752,657 $~,328,975 
Funding sources 
General Fund ................ ;.: ................... $3,575,267 $3,711,120 $3,232,608 
Federal funds· ...................................... 2,702,701 2,901,499 2,919,809 
Hazardous Substance Cleanup 

(Bond) .......................................... 36,951 10,901 52,148 
Hazardous Substance Account ........ 18,109 18,110 14,829 
Hazardous Waste Control Account 7,085 27,203 32,~26 
'Genetic Disease Testing Fund ...... 16,199 23,543 22,604 
County Health Services ..................... 
Local Health Capital Expenditure 

2,180 2,450 2,450 

Account ........................................ 3,797 169 142 
Reimbursements ................................ 47,616 49,364 34,826 
Other funds ........................................ -6,097 8,298 17,433 

Change 
Amount 

" 
Percent 

$85 
33,154 47.5% 

$33,239 9.7% 
22,809 11:9 

-462,512 -41.0 
-17,218 -0.3 

-$423,682 -6.3% 

-$478,512 -12.9% 
18,310 0.6 

41,247 378.4 
·.,-3,281 -18.1 

4,923 18.1 
-939 -4.0 

-27 -16 
-14,538 -29.5 

9,135 110.1 



544 / HEALTH AND WELFARE Item 4260 

DEPARTMENT OF HEALTH SERVICES-Continued 

The largest budget change proposed for 1987-88'is a decrease 9f $462.5 
million in public health local assistance.due to a proposal' to (1) eliminate 
the ComIty Health Services (AB 8) and several categorical publicheillth 
programs and (2) transfer theassocilited local assistance funds ($477mil-
lion) to the counties as shared revenue: . ' 

, . . . . . 

ANALYSIS AND RECOMMENDATIONS 
1. DEPARTMENT SUPPORT 

The budget proposes expenditures for department support~xchiding 
toxics-of $271.3 million. (all funds) in 1987-88~ Theseexpendifures ac
count for 4.2 percent of the department's budget. The Toxic Substances 
Control Division has its own budget item, and support for that division is 
discussed separately. (Please see Section 4.) '" ...•... . , .' 

The department proposes 3,610.4 personnel-years in the budget year 
(exch~ding those assigned to toxics and special projects ), a decreas~ qf 5 
personnel-years from the nUinberof personnel-years authorized for the 
cutreJ:lt year. Table 2. shows, the personnel~years and expenditures 
proposed fotdepartment support by major program category. 

Table 2 'i 

Department of Health Services Support-Excluding Toxics 
Expenditures ancfPersonriel-Years-AIiFunds . 

1985-86 through 1987-88' . .' ":' 
(dollars in thousands) 

Program 

Expenditures 
Public health .................................................. .. 
Medical assistance ........................................ .. 
Licensing and certification ........................ .. 
Audits and investigations .. ; ........................ :.: 
Administration and Director's office ........ .. 

Subtotals ; ..................................................... .. 
Distributed departmental serVices 

(Toxics) ..................................................... . 
"Special adjustment" ................... , .................. .. 

Totals ............................................................ .. 
Personnel-years 

Public health ............................. ; ... ; ................ ;. 
Medical assistance ......................................... .. 
Licensing and certification ........................ .. 
Audits and investigations .; ........................... . 
Administration and Director.' s office ........ .. 

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

'. ~'. 

Actual 
1985-86 

$101,803 
53,713 
19,125 
19,602 
48,937 

$243,180 

$243,180 

1,239.5 
900.7 
224.3 

. .408.2 
754.2 .' 

3,526.9 

Est. ,Prop. 
1986-87 .' 1987-88 

$120,787 
59,785 
19,008 
19,076 
55,284 

'$273,940 

-2,666 

$271,274 

1,331.1 
889.1 
235.3 
383.5 
776.4 

3,615.4 

$117,425 
62,914 
19,378 
19,872 
55,692 

$275,281 

-2,592 
-1,330 

$271,359 

1,274.7 
961.9 
229.8 
393.6 
750.4 

'3,610.4 

Change 
From 1986-87 

Amount Percent 

-$3,362 -2.8% 
3,129 5.2 

370 1.9 
796 4.2 
408 0.7 

$1,341 0.5% 

74 .2.8 
-1,330.· 

$85 "' .. 

:...56.4 " .:c4.2% 
72.8 8.2 

-5.5. ,..,.2.3 
10.1 2.6 

,..26.0 -3.3 ' 

~5.0 -0.1% 

Table 3 illustrates the main components of the changes proposed in the 
department's support budget for 1987~8, excluding tOJ(iG~ and special 
projects. The request for 1987-88 is $85,000 above estimated 1986-87 ex
penditures. The budget includes a "special adjustment" reduction Qf$1.3 
million, or 1 percent of the department's General Fund support appro-
priation. . 
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Table 3 

Department of Health, Services Support 
Proposed 1987-88 Budget Changes 

(dollars in thousands) 

1986-87 expenditures (Budget Act) uo.uuuouuouuouuuuo.uo ... uuu ... ; .. u.u .. uuuu .. 
Adjustments, 1986-87. 

1. Toxics transfer out . 
a.' Toxic Substances Control Division uuuuuuuuuuuu,uuuuuuuuuuuuuou 
h. Other units uuuuuuuuuuu,uouuuuuuuuuuuuuuuuuuuuuuuuuuu.uuuuu.uu 
c. ,SWCAP and pro ratauuuuuuuuuuuuuuuuuuuuuuuuu.uuuuuuuu.uuuuuu 

Subtotals .:uuuuuuu.uuuuuuuuuuuu.uuuuuuuuuuuuuuuuuuuuuuuuuu 
2. Chaptered legislation 

a. Chapter 23/85 uuuuu.uuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuu.uuuu 
b. Chapter 1428/85 .::uuuuuuuuuuuuuu.u.uu.uuuuuuuuuuuuuuuuuuuuuuuu 
c. Chapter ·1463/86 uuuuuuuuuuuuuuuuuuuuuuuuu.uuuuu ... u'uuuuuu.:uuu. 
d. Chapter 1440/85 uuuuuuuuuuuuuuuuuuu.uouuuuuuuuuuuuuuuuuuuuuuu 
e. Chapter' 1462/86 uuuuuuuu.'uuuuuuuuuuuuuu'uuuuuuuuu.uu .. uuuuuuu ... 

, f. Other. legislation uuuuu'uuuuuuuuuuuuuuuuuuu.uuuuuuuuuuuuuuuuuuu 

, ·Subtotals ..... u'u .. uuuu .. uu.'uu .. uuuuuuuuuuuuuuuuuuuuuuuuuuuuuu 
3. Other adjustments 

a. Retirement reduction uuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuu.uuu. 
b. Unidentified uuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuu.uuuuu. 

1986-87 expenditures (revised) uuuuuuuuuuuuuuuu.::uuuuuuuuuuu'uuuuuuuu 
1. Baseline adjustments 

a. Back out chaptered legislation ...... uuuuu, .. u .. uu .. uuu .. uu'uuuuuuu.uou 
b. Back out unidentified adjustment uuuuuuuuuuuuuuuuuuuuuuuuuuuu 
c. Chapter 1463/86 uuuuuuuuuuuuuuuuuu .• uuuuuuuuu.uuuuuuuuuuuuuuu. 
d. Adjust distributed services uuuuuuuuuuuuuuuuuuuuuuuu,uUuu"uuuu. 
e .. Expiration of limited-term positions uuuuuuuuuuuuuuuuuuuuuu;uuu. 
f. Birth defects monitoring base adjustment UUUUUUUUUUUUUUUUUu ...... 
g. Asbestos contract uuuuu:uuuuuuuuuuuuuu;'uuuuuuuuuuu.uuu ... uuuuuu. 
h .. Pipe permeation, study reduction uu.'uuuuuuuuuuuuuu.ouuuuuuu.uou 
.i. Child Health and Disability Prevention claims processing transfer 

to local assistance uuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuuu.'uuuu 
j. Overhead 1 equipment fund shift.uu·uuuuuuuuuuuuuuuuuu ........ u .... uu. 

, ·,t· ::r~~t~e:~j~:;:!i~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
m. San Francisco General Hospital AIDS reductionuuuuuuuuuuuuuu 
n;, Facility operations shift to toxics uuuuuuu.uuuuuuuuuuuuuuu.uuuuuu 
o. Unexplaineduuuuuuuuuuuuuuuuuuuuuuuuu'uuuuuuuuuuu'uuu.uuuuuuu. 

2. Budget change proposals: 
a. Public health uuuuuuuuuuu,uuuuuuuuuuuuuuuuuuuu .. uuuuuUuuuuU'Uuu 
b. Medical assistance .. uu.u ..... u .. uu .. uuuu .. u ... u ............. u ..... uuuuuuuuuuu. 
c. Licensing and certification ..... uu .. UUuuuuuuuuuuuuuu .. uuuuuuuuuuu. 
d. Audits and investigations uu .. uuuuuuuuuuuuuuuuuuuuuuu,uuuuuuuuou 
e. Administration and Director's office uuuuuuuuuuuuuuuuuuuuuuuuu 

3. "Special adjtistment" uu ... : .... u .. 'uu ... u .. uu .... uuu ....... uuu .. u.uu.uuuuuuuuu. 
1987-&8 expenditUres. (proposed) u .. uuuuuuuuu:uuuuouuuu.u.'uu .. u .... uu ..... uu 
Change from 1986-87 expenditures (revised) 

Amount..uuuuuu.uuuuuuuuuuuuuuuuuuuuuuuu.uuuuuuuuuuuuuuuu.uuuuuuuu. 
Percent uuuuuu'u .. uu.uuuuuuuuu .. ' .. uuuu .. uuuu.uuuuu'uuuuuuuuu ... uu ..... u .. u ... 

General 
Fund 

$126,435 

$3,938 ' 
800 

3,000 

1,449 

$9,187 

-1,519 
443 

$134,546 

-9,187 
-443 
3,050 

-376 
397 

-41 
-200 

-282 
669 

226 
-1,500 

-9 

3,621 
1,192 

420 
138 
856 

-1,330 

$13i,747 

-$2,799 
-2.1% 

All 
Funds 
$302,005 

-41,775 
-936 
-595 

-$43,306 

$3,938 
4,400 
3,000 
1,300 
1,000 
1,449 

$15,087 

..,.2,713 
201 

$271,274 

-15,087 
-201 
3,050 

74 
~647 

397 
-41 

-200 

-884 

442 
262 

-1;500 
-246 

102 

10,869 
3,253 

234 
400 

1,138 
-1,330 

$271,359,. 

$85 
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DEPARTMENT OF HEALTH SERVICES-Continued 

Claims Processing Contract Provides Savings 
We recommend a reduction of $210,000 ($78,000 General Fund) to re

flect savings resulting from contracting out CHDP claims processing func
tions. (Reduce Item 4260-001-001 by $78,000 and Item 4260-001-890 by 
$132lJOO·) 

The budget proposes $884,000 ($282,000 General Fund) in the Medi-Cal 
fiscal intermediary item for continued support of a contract with Electron
ic Data Systems Federal (EDSF) for processing claims submitted under 
the Child Health and Disability Prevention (CHDP) program. Claims 
processing began under this contract on September 15, 1986. 

In the materials submitted in support of the contract proposal, the 
department estimated net savings of $100,000 ($33,000 GeneralFund) in 
1986--87 and $310,000 ($102,000 General Fund) in 1987-88. These amounts 
were based on the savings associated with eliminating 35 positions, less the 
cost of the contract. Accordingly, the budget for the current year was 
reduced by $100,000 ($33,000 General Fund). 

The department has failed to reduce its 1987-88 budget to· reflect the 
additional savings that will occur in 1987-88. Consequently, we recom
mend a reduction of $210,000 ($78,000 General Fund) because of addition
al savings resulting from contracting out CHDP claims processing 
functions. 

CHDP Technical Funding Error Needs Correction 
We recommend that the Legislature (1) reduce the General Fund ap

propriation for CHDP by $699,000 and (2) increase federal funds by $699,-
000 to correct funding errors. {Reduce Item 4260-001-001 and increase Item 
4260-001-890.} . 

The budget proposes $2.1 million to support theCHDPlrogram. This 
includes $1.5 million, or 70 percent, from the General Fun and $649,000, 
or 30 percent, from federal funds. In develoying the budget for the CHDP 
program, the department .reduced federa funding by $902,000 and in
creased support from the General Fund by the same amount, based on its 
evaluation of appropriate funding ratios for the program. 

Our analysis indicates that the department incorrectly calculated its 
funding adjustment. The department indicates that the correct overall 
CHDP funding should be 63 percent federal funds and 37 percent General 
Fund. To correct the ratio between the funds, we recommend a reduction 
in the General Fund of $699,OQO and a corresponding increase of $699,000 
in federal funds. 

Administrative Appeals Technical Funding Error Needs Correction 
We recommend that the Legislature (1) reduce the General Fund ap

propriation for administrative appeals by $318,000, (2) increase federal 
funds by $194,000, and (3) increase reimbursements by $124,000 to correct 
funding of administrative appeals. (Reduce Item 4260-001-001 by $318,000, 
increase Item 4260-001-890 by $194,000, and increase reimbursements by 
$124,000.) 

The budget proposes $1.3 million to provide support for administrative 
appeals. This amount includes (1) $700,000, or 55 percent, from the Gen
eral Fund, (2) $364,000, or 28 percent, from federal funds, and (3) $214,-
000, or 17 percent, from reimbursements. In developing the budget for 
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administrative appeals, the department made adjustments to the' ftmding 
amounts to reflect changes in caseload projections for administrative ap-
~~ ., . 

Our analysis indicates that the dep~rtment incorrectly calculated the 
funding adjustments. Based on the ca~eload projections provided by the 
department, we deten:p.ined that administrative appeals sh9uldbe'funded 
30 percen~ from the General Fund, 44 percent from federal funds, and 26 
percent from reimbursements. To correct the funding ratios so that they 
correspond With actual caseload, we recommend a reduction in the Gen
eral Fund of $318~OOO, an increase in federal funds of $194,000, and an 
in~J;ease in reimbllrsements of $124,000. , .... 

Equipment Overbudgeted 
We recommend that the Legislature reduce the General,Fund appro

priation for laboratory equipment by $778,000. (Reduce Item 4260-001-
001.) . . '. 

the budget proposes $4.3 million from all funds for equIpment. This is 
an increase of $206,000, or 5 percent, over estimated current-year expendi
tures for equipment. The increase is attributable to the net effect of (1) 
funds requested in various budget ~hange proposals ($436,000) and. (2) a 
reduction due to the transfer of $170;QOO in spending to the. general .ex
pense category. Excluding these adjustments, the equipment budget 
proposed for 1987--88 is the same as the current-year amount. 

In developing the budget for equipment, the department reduced the 
request for funds from the Genetic Disease Testing Fund (GDTIf) be
cause there were one-time purchases in the current year totalling $998;000 
for laboratory equipment needed in the Newborn Screening and Neural 
Tube Defectsprograms. The department neglected, however, to reduce 
its overall funding request; instead the budget proposes augmentations of 
$778,000 to the General Fund appropriation and makes sinall adjustments 
to six other funding sources to offset the reduction in the GDTF. 

The department has failed to provide justification for significant in
creases in: its General.Fundequipmenf budget. Therefore, we recom
mend that the Legislature reduce the General Fund appropriation for 
equipment by $778,000. 

2. LICENSING AND CERTIFICATION 
The Licensing and CertifiMtion program develops, implements, and 

enforces state standards to promote qualityhealth care in over 5,000 hospi
tals, clinics, long-term care facilities, home health agencies, and adult day 
health centers. ~n addition, the program performs certification revieWs for 
the fedeialgovernment at facilities that seek to qualify for Title XVIII 
(Medicare) or Title XIX (Medi-Cal) funding. Program activities related 
to Medicare certifications are 100 percent federally funded. Activities 
related to Medi-Cal certifications are approximately 67 percent federally 
funded. 

The budget proposes expenditures of $22.6 million ($10.7 million Gen
eral Fund for support of the Licensing and Certification program (includ
ing administrative overhead) in 1987--88) . This is an increase of $329,000, 
or 1.5 percent, above current-year expenditures .. 
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DEPARTMENT OF HEALTHSERVICE5--Continued 

Worklo,ad Study Nears Completion 
, The Supplemental Report of the 1986 Budget Act requires the depart

ment to develop staffing st~dards for the Licensing and Certification 
Division to use in'lhe 1987-88 budget process. In our Analysis of the 
1986-87 Budget Bill, we noted' that the existing staffing standards do not 
accurately reflect the actual time spent by surveyo:rs in facilities. Conse
quently, the existing standards are not useful in identifying the staffing 
levels required to accomplish'the division's mandated workload. We also 
noted that there are significant backlogs in both federal certification re
views and state licensing surveys. Updated staffing standards could be 
useful in allocating staff to reduce these backlogs. , ' 

The department. is nearing completion of the workload study. It has 
conducted time studies to determine the actual amount of time spent in 
the field by surveyors for each type of certification or licensing review and 
is now in the process of revising its staffing standards based on the study. 
The revised standards should be available in March 1987. 

The Department of Finance advises that it will request changes in the 
division's budget later 'this year to ,the extent they are justified by the 
study; At that time, we will provide our analysis of the revised workload 
standards and any staffing changes that are proposed. 

Licensing Fee Proposal Overdue 
We withhold tecomIilendationon licensing and certification fees for 

1987-88, pending receipt ofa fee schedule from the department. -
Current law requires the department to provide an annual report, by 

January 17, describing the cost of the Licensing and Certification Division 
and calculating a fee level that will result in revenues sufficient to reim
burse the General Fund for the costs of the division. The department has 
notified us thatthe required report will not be completed until mid-April 
1987. Until the department completes this report, we are unable to make 
any recommendation regarding the fees for health facility licensing and 
certification. ' 

Public Protocol Needed for Access to ACLAIMS Data 
We recommend that the department report during budget hearings on 

its proposed protocols for providing public access to licensing and certifi-
cation information in ACLAIMS. - , 

Implementation of the Automated Certification and LicElnsing Ad
ministrative Information Management System (ACLAIMS) is nearing 
completion. The ACLAIMS wiU contain information for each long-term 
care facility on (1) deficiencies identified during inspections, (2) com-
plaints, (3). citations, and (4) ownership. _, _ 

The system has two parts: the district office system and the central 
operations system. Implementatiqn of the district office system consists of 
five major phases: ownership and general data, complaints, citations, certi
fication, and licensing. The department advises that licensing, the final 
phase of the district office system, should be in operation by _ the end' of 
February. The central operations system, which will handle communica
tion with the district offices and generate statewide summary reports, 
should be in operation on a limited basis by the end of February. 

The department has indicated that decisions about public access and 
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report generation will be made once the central operations system is 
running. Because part of the original justification for ACLAIMS was to 
provide a system by which consumers could gather information about 
various hospitals, clinics, and long-term care facilities, we recommend that 
the department report durin,gbudget h,~arings on the protocols it pro
poses to adopt for providing public access to the information in ACLAIMS. 

3. PUBLIC HEALTH 
The Public Health program provides state support for California's pre

ventive health programs. To administer these programs, the department 
has established six units with the following responsibilities: 

1. The Family Health Services Division addresses the special needs, of 
women and children through the Family Planning, Genetically Hand
icapped Persons', Maternal and Child Health, California Children's Serv
ices, Genetic Disease, and Child Health and Disability Prevention 
programs. 

2, The Rural alid Community Health Division (a) distributes funds 
appropriated by AB 8 (Ch 282/79) to local health agencies, (b) distributes 
funds to counties for care of medically indigent persons, (c) administers 
the Rural Health, Indian Health, and Farmworker Health programs, and 
(d) administers subvention programs and provides technical assistance in 
funding matters to local health departments. 

3. The Office oEAIDSis responsible for providing, contracting for,·and 
coordinating services related to the AIDS epidemic. These services. in
clude information and education /programs, pilot projects related. to the 
efficiency and effectiveness of treatment, and surveillance of the epidem-
ic. .'. 

4. The Preventive Medical Services Division is responsible for (a) pre
venting and controlling infectious and chronicdisease, (b) conducting 
epideJIliological studies, including examining the health effects 9f toxics in 
the erivironment. and the workplace, and (c ) identifying umnet public 
health needs.. '. . .' ". ' . . . 

5. The Laboratory Services DiVision maintains two state labora.tories 
that provide assistance to state programs which 'require specialized labora
tory services. In addition, the division regulates other public and private 
biomedical laboratories to ensure the provision of high-quality services 
within the state. 

6. The Environmental Hel,llth Division operates' programs to protect 
public health by controlling food, drugs, water supplies, vectors, noise, and 
unnecessary exposure to ionizing radiation. . '. . . 

Inadditiori, public health services staff administer a number of special 
projects. These projects, which are shown separately in the budget, are 
studies or demonstration projects that are 100 percentfuildedby the 
federal government, other state agencies, or other organizations. 

Budget ,proposal . . . 
Department Support. . Th~ budget proposes $82.5 million for depart

mentsupport attributable to public health programs in ·1987-88, .. (This 
amount" excludes funding for special projects.) The .requested amount is 
$1.5 million, or 1.8 percent, less than estimated current-year expenditures 
for department support. Table 4 displays staffing and. operating support 
for each public health program in the current and budget years. 
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DEPARTMENT OF HEALTH SERVICES-Continued' 

Program 
Family health 

services.; ......... . 
Rural and com" 

munity health 
AIDS .......... ,.· ........ · .... · 

Table 4 
Public Health Support 

Budget Summary";':'AIi Funds 
1985-86 through 1987-88 
(!iollars in thousands) 

Personnel-Years 
Percent 
Charige 

Actual Est. Prop. from Actual 
1985-!J6 1985-!J61986-87 1987-88 1986-87 

234.3 

199.6 
5.8 

208.3 

204.3 
57.2 

173.4 -16.8% 

181.6 -ILl 
58.9 ' 3.0 

$18,977 

11,453 
7,621 

Item 4260 

. Expenditures 

Est.' 
1986-87 

$24,366 

12,568 
13,124 

Percent 
Change 

;' Prop.', from 
1987-88 1986-87 

$21,645-11.2% 

16,797 . 33.6 
9;770 -25.6 

Preventive medi
cal services .... 

Environmental 
health ........... : .. 

Laborafory serv-

179.7 

265.6 

' J86.~ 

280.8 

179' .,..3.9 

294.3 4.8 

20,423 23,896.' 25,220 .5.5 

24,808 . ,.24,680, 21,387 -,-'13.3 

ices .................. .. 354.5 394.3 387.5 ..:.1.7 31,451 "35,448 35,909 1.3 

Subtotals ........ .. 
Special projects .. .. 

1,239.5 . i,33Ll 1,274.7 -'4.2% $114,733 $134,082 $130,728 '-2.5% 
; 187.2 . 382.9 401.2 4.8 148,015 224,938 215,142 ' :...4.4 

, Totals ............ .. 1,426.7 1,714.0 1,675~9 -2.2% $262,748 $359,020 '. $345,870 -3.7% 

The major increases proposed in the support budget would be used to: 
• Automate the' processing of vital records ($4.7 million fromtheVital 

Records Improvement Project Fund)., . 
• Expand the statewjde:cancer registry ($2.7 million Gerieral Furid). 
• Implement AIDS vaccine programs established by Ch 1462/86 (AB 

2404) and Ch 1463/86 (AB 4250) (increase of $2 million GeneralFurid 
over the current year). .... 

The major reductions in department support reflect: 
• The elimination of a one-time appropriation to provide clean water 

to residents near the Stringfellow toxic waste site and to perform 
various health effects studies ($3.6 million in special funds). ' 

• The administration's proposal to transfer various public health pro-
grams to the counties ($2.7 mjllion General Fund). . 

• A technical error in budgeting the AIDS Alternative Test Site pro
gram ($3.9 million General Fund) .. · 

• Discontinuation of two AIDS projects ($1.7 million General Fund). 
Table 5 details the budget changes proposed for· each public health 

program in 1987-88. . 
Local Assistance. 'fhe budget proposes $663 million'. (all' funds). in 

local assistance for public health services in 1987-88. This represEmts a 
decrease' of $463 million; or 41 percent, below estimated current-year 
expenditures. Table 6 presents local assistance expenditures, by program, 
for 1985-86 through 1986-87. . .... .. 

. The decrease proposed for localassistance is primarily due tothe'eliIhi
nation of the County Health Services (AB 8) program arid several categor
ical programs, combined with several smaller increases in funding. The 
administration proposes to eliminate the AB 8, Family Planning, Geneti-
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Table 5 

Public Health Support 
Proposed 1987-U Budget Changes 

(dollars in thousands) 

Positions 
Family health 

California childhood injury surveillance program ........ 1.0 
Health training for child care personnel........................ 1.0 
Transfer of CHDP claims processing to Medi-Callocal 

assistance ........................................................................ .. 
CHDP data processing reduction .................................... .. 
Comprehensive perinatal health implementation ........ 3.0 
Transfer of categorical programs to counties ................ -36.5 
Administrative adjustments .............................................. .. 

Subtotals ............................................................................... -31.5 
Rural and community health 

Mono County cash-in............................................................ 2.0 
Vital records. automation ........................................ ;........... 7.2 
Decorative heirloom birth certificates ' .......................... .. 
Transfer County Health Services (AB 8) program to 

counties ............................................................................ -28.0 
Administrative adjustments .............................................. .. 

Subtotals ............................................. ,................................ -18.8 
AIDS 

Altern~tive test sites .......................................................... .. 
San Francisco General Hospital ....... " .................... : .......... . 
Cost-of-care study ................................................................ .. 
AIDS vaccine research, Ch 1462/86 (AB 2404) ............ 0.5 
AIDS vaccine clinical trials, ChJ463/86 (AB 4250) .. .. 
Administrative adjtistments .......... ; ..................................... . 

Subtotals .................................... ;......................................... 0.5 
Preventive medical services 

Occupational health surveillance ................ , ................. , .. .. 
Honey and infant botulism .............................................. .. 
Staffing for toxic art supplies ........................................ ,.,... 1.5 
Surveillance for childhood exposure to lead ................ .. 
Hazard evaluation system and information service .. .. 
Resource recovery plant health risk assessment ......... ; 2.5 
Sudden infant death syndrome, ........................................ . 
Creation of Governor's council on physical fitness and 

health .............. ;.................................................................. 1.0 
Second-year expansion of cancer registry .................... .. 
Transfer of public health categorical programs to coun-· 

ties .................................................... :............................... - 9.0 
Statutory appropriations 

• 'Ch 1428/85 ..................................................................... .. 
• Ch 1440/85 .................................................................... .. 
• Other ............................................................................... . 

Miscellaneous base adjustment~ ...................................... .. 
Administrative adjustments .............................................. .. 

Subtotals ...................................... ,....................................... -4.0 
Environmental health 

Radiation control program.................................................. 11.6 
Registration of food manufacturers .................................. 2.0 
Surveillance of mosquitoborne disease .......................... .. 
Registration of sanitarians .................................................. 1.0 

General All 
Fund Funds 

$88 $88 
69 69 

-282 -884 
-81 -814 

51 147 
-1,198 -1,198 

1,019 23 
-$334 -$2,569 

-$90 
4,686 

258 258 

-980 -980 
35 

-$687 $3,874 

-$3,938 -$3,938 
-1,500 -1,500 

-200 -200 
1,999 

50 50 
2 2 

-$5,586 -$3,587. 

($98) 
$30 15 
72 72 

275 100 
330 
146 

80 80 

87 87 
2,657 2,657 

-333 -333 

-800 -BOO 
-1,300 

-23 
287 287 
180 6 

$2,535 $1,324 

$670 $670 
62 62 

8 
28 
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Chemical investigations of toxics in drinkipg water .. .. 
Water treatment devices certification ......................... ... 
Staffing for toxic art supplies ... : ....................... : .... ; ............ . 
Plague and viral encephalitis surveillance ..... ; .............. ;; 
Emergency clean water grants (Ch 1428/85} ............... . 
Completion of pipe permeation study ........................... . 
Reduction in equipment expenditures ........................... . 
Administrative adjustments ............................................. ... 

Subtotals ....................................... ;; .................................... . 
Laboratories 

Plague and viral encephalitis surveillance ..................... . 
Asbestos in public buildings ............................................... . 
Laboratory inspections for Medicare requirements ... . 
Chemical investigations of toxics in drinking water ... . 
Administrative adjustments ............................................... . 

.' Subtotals ............................................................................. . 
Totals ................................................................................... . 

5.5 
2.5 
1.0 

23.6 

3.0 

1.0 

4.0 
_26.2" 

-7 
-130 

-200 
-284 

384 
$495. 

$133 
200 

-109 

$224 
-3,353 

':;. 

Item 4260 

274 
107 
-7 

-130 
-3,600 

-200 
-284 

42 

-$3,030 

$133 
200 
40 
54 
27 

$454 
-3,534 

a The reduction in personnel-years is significantly higher· than the position reduction shown here because 
of increased salary savings to fund merit salary adjustments. 

Table 6 
Public Health Local Assistance 

Expe'nditures and Fundin~fSources 
1985-86 through 1987-38 .' 
(dollars in thousands) 

Actual Est. Prop. 
Program Fund 1985-86 19lJ6..8l 1987-118 
A. Family health ................................ All $132,163 $137,914 $101,758 

1. Family planning ...................... General 34,129 34,155 
2. Maternal and child health .... All 29,813 30,177 31,216 ..... 

. 3. Genetically handicapped 
persons ...................................... All 5,820 6,001 

4. California children's services All 46,562 51,601 53,386 . 
5. Child health and disability 

prevention ................................ General 13,165 14,301 15,477 
6. Genetic disease prevention .. General 1,664 1,679 1,679 
7. Primary care clinics .............. ,. General 1,010 

B. Rural and community health .... All 976,750 969,568 546,395 
1. Primary health care ................ General 8,345 9,673 
2. County health services .......... All 968,405 959,895 546,395 

c.' AIDS ................................................ General 9,838 9,638 
D. Preventive medical services .... General ~ ~ 5,223 

Totals ............................................ All $1,116,408 $1,125,526 $663,014 
Funding sources 
General Fund ................. " ....................................... $l,{J84,994 $1,101,246 $638,284 
Federal funds .................. ~ ....................................... 30,783 23,460 23,460 
Family repayments ................................................ 883 820 750 
County Health Services Fund ............................ 2,180 2,450 2,450 
Local Health Capital Expenditure Account .... 3,785 

Amount 
Change Proposed 

From 19lJ6..8l fof Local 
Amount Percent Tfansfer 
-$36,156 -26.2% 
-'34,155 -100.0 $34,155 

1,039 3.4 

;.:.'6,001 -100.0 6,529 
1,785 3.5 

1,176 8.2 

-423,173 -43.7 
-9,673 -100.0 9,355 

-413,500 -43.1 423,959 
-200 -2.0 

-2,983 -36.4 '. ,. 2;983 

-$462,512 -41.0% $476,981 

-$462,962 -42.0% 

-70 -8.5 

-'- .' 

I 

, 

.1 
I 
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cally Handicapped Persons', Primary Care Clinics; Rural Health, Indian 
Health, Farmworker Health, Preventive Health Care for the Aging, and 
Dental Health programs, ($477 million General Fund). 

Table 7 reflects proposed budget changes affecting local assistance ex-
penditures in 1987-88. . 

Table 7 
Public Health Local Assistance 

Proposed 1987-88 Budget Changes 
(dollars in thousands) 

General, AU 
Fund Funds 

1986-87 expenditures (Budget Act) ............................................................................................. . 
Baseline adjustments, 1986-87: 

1. Ch 1367/86 (AB 3933) Mono County .................................................................... , .............. . 
2. Ch 892/86 (AB 3216) medically indigent services .......................................................... .. 

Caseload adjustments: 
1. California children's services .............................................................................. ; ................. .. 
2, Gene~cally handicapped persous' program ...................................................................... .. 
3. Child health and disability prevention ............................................................... ; .............. .. 

1986-87 expenditures (revised) ......................................... , .......................................................... .. 
Baseline adjustments, 1987~: . 

1. Delete Ch 1367/86.appropriation ............................. , ................ : .......................................... . 
2. Delete one-time cost-of-care study augmentation .......................................................... .. 

Subtotals .... , ......................................................................................................................... .. 
Caseload adjustments: 
. 1. Genetically handicapped persons' program ...................................................................... .. 

2. California children's services ................................................................................................. . 
3. Child health and disability prevention ............................................................................... . 
4. County medical services program ......................................................................................... . 
5. County health services (AB 8) population adjustment ................................................... . 

Subtotals .............................................................................................................................. .. 
Cost-of-living adjustment: 

County health services (1.53 percent) ..................................................................................... . 
Program change proposals: 

1. Vital records improvement project .................................................................................... .. 

$1,0.73,888 

318 
25,0.00 

1,345 
-50.2 
~ 
$l,lm,246 

-$318 
-200 

-$518 

. $1,785 
598 
370 

2,379 

~ 
$6,323 

$6,389 

2. Child health and disability prevention services ........................ ;;...................................... $806 

~: :~::;e~~:~~~:;~':::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~~ 
5. Eliminate programs and transfer funds to counties 

Preventive health care for the aging.................................................................................... -1,303 
Dental health .................................................... " ...................................................................... ;. -1,680 
Family planning ... ~ ......................................................................... :............................................ -34,155 
Genetically handicapped persons' program........................................................................ -6,529 
Rural health ......................... : .................................................................... "................................ -3,862 
Indian health ............................................................................................. "............................... -2,996 
Farmworker health .......................................................... , ........................ "................................ -1,038 
Primary care clinics ................................................................................. " ............................... '. -1,459 
County health services ............................................................................. "............................... -423,959 

Subtotals................................................................................................................................ -$475,136 
1987~ expenditures (proposed) ........................... ;........................................................................ $638,284 
Change from 1986-87 (revised) 

Amount ................................................................................................................... ;.......................... -$462,962 
Percent ........................... " ................................................................................ "............................... -42.0.% 

$1,098,168 

318 
25,0.00 

1,345 
-502 
1,197 

$1,125,526 

-$318 
-200 

-$518 

$1,785 
598 
370 

2,379 

~ 
$6,323 

$6,389 

$520 
806 
110 
929 

-1,303 
'::'1,680 

-34,155 
-6,599 
-3,862, 
_2,996 
':"'1,038 
-1,459 

-423,959 

-$474,686 
$663,534 

-$461,992 
-41.0% 
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Proposed State Disengagement of Health Programs 
We withhold'recommenaation 'on the administration'spublii/health 

proposal pending receipt of the implementing legislation and details de~ 
scribing the proposal. 

In 1987-88 the administration proposes to dramatically change the fund
ing and administrationofeertain public he.althand indigent care pro
grams. These programs include: 

• The County Health Services (AB 8) program, which provides coun
ties with funding for public health programs and indigent health care. 
This program was established in 1978 as a result of the loss of county 
propertytaxrevenues upon enactment of Proposition 13. The amount 
of funding is annually adjusted for population growth and inflation. 

• The Family Planning program, which funds contraceptive, steriliza
tion, information, and education services to low-income persons 
whose incomes are higher than the Medi-Cal eligibility limit~ and 
within 200 percent of the poverty level. This progranicurrently serves 
approximately 500,000 individuals each year in 500 clinics statewide . 

•. The Primary Care Clinics, Rural Health, Faimworker Health, and 
Indian Health programs, which fund health clinics.~nd·other health 
services targeted towards underserved populations. ' 

• The GeneticallyHandicapped Persons' program, which funds special
ized medical care arid rehabilitation serviCes for adults with certain 
genetic diseases who are unable to pay the full cost of these services. 
In 1985-86"an average of 1,145 persons received services each month . 

• ' The Preventive Health Care for the Aging program, which. provides 
up to $60,000 annually on a 50/50 match basis t9.countiys or local 
jurisdictions wishing to provide preventive health screening services 
to ambulatory individuals over age 60 .. Currently, programs operate 
in 21 counties and provide services to approximately 19,000 persons 
each year. . 

• The Children's Dental Disease Prevention program, whiCh contracts 
with 36 counties or school districts to provide preventive dental 
health screening and education. Approximately 340,000 children are 
served by the program each year. 

At the time this analysis was prepared, the administration had provided 
th.e Legislature with only a s. parse outline of t. hi, .. ' s .proposal.. In a.ddition, the 
department had not drafted, l~gislation to implement the .proposal. In 
general, the proposal would eliminate all state. support and all contractual 
and matching requirements associated with the categorical programs de
tailed above. The funds associated with the categorical programs would be 
allocated to· the counties as general purpose revenue. The budget indi
cates that this new funding method will "allow counties to exercise in
creased discretion regarding the allocation of these funds as needed to 
meet local funding needs." The administration proposes the following 
specific funding adjustments: 

• In 1987-88, the local assistance funding associated with the various 
eliminated programs, totaling $477 million, would be transferred to 
the counties. Table 6 details the amounts proposed for transfer in 
1987-88. " 

• Beginning in 1988-89, one-quarter cent of state sales tax revenue 
would be transferred to the counties. We estimate that this could 
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amount to over $600 million . 
• Beginning October 1, 1987, the state support associated with the trans

ferred programs would be eliminated. This would result in a General 
Fund savings of approximately $2.7 million. , 

.. There may be some benefits to this proposaUn that it provides counties 
with (1) increased fiscal flexibility, (2) more control over local needs, and 
(3) potentially increased revenues. Nonetheless, we have serious concerns 
about the proposal, primarily regarding the extent to which counties will 
be required to continue to provide public health and indigent care serv
ices. 

We do not have enough information on this proposal to advise the 
Legislature whether, on balance, the benefits outweigh the potential 
problems associated with it. In order to make a decision on this proposal, 
the Legislature needs the answers to the following questions: 

1. What will be the state's role in public health and indigent care? 
The administration has provided no rationale for eliminating state in
volvement in certain programs and continuing state involvement in other 
state-mandated, county-run programs, such as the Medically Indigent 
Services Program (MISP), California Children's Services (CCS) , and the 
Child Health and Disability Prevention (CHDP) program. The adminis
tration ,also has not addressed whether it plans to continue to provide 
contract public health services to counties with populations under 40,000. 

2. To what extent will counties have the authority to take advantage of 
the ''flexibility'' provided by this proposal? There are many statutes 
that require counties to .provide public health and indigent care services. 
For example, Section 17000 of the Welfare and Institutions Code mandates 
counties to provide health services for those who camibt otherwise pay for 
them~ To a large extent, AB 8 funding was established to pay for. these 
services. The Health and Safety Code also includes many requirements for 
county public health services. It is our understanding that the administra
tion has no plans to eliminate these requirements. 

3. How will the state assure contin'ued provision of services that are 
necessary to protect its own fiscal interests? Discontinuation of some 
services by counties may result in state costs. As an example, for various 
reasons some counties may not choose to fund family planning services. 
However, if counties do not provide these services, the state 'may experi
ence increased costs in AFDC, Medi-Cal, and other programs affected by 
unwanted pregnancies. 

4. How will the sales tax replacement revenues be distributed among 
the counties? According to the administration, the $477 million to be 
distributed in 1987-88 will be allocated to counties in a manner which 
ensures that each county is provided the same level of resources as it 
would have received in the ,absence of this proposal. No details are avail
able from the administratioIl as to the specifics of how this will be accom
plished. In 1988-89 and subsequent years, however, it appears that a 
different allocation procedure. is intended. According to the administra~ 
tion, several of the alternatives under consider~tion would require county 
voters to levy the one-quarter cent sales tax themselves, in which case the 
revenues would be returned to the counties in which they are collected. 
Under these circumstances, individual counties would not be treated iden
tically, as some counties would receive larger proportionate increases than 
others. To the extent that local voters fail to approve the tax, moreover, 
the ability of individual counties to maintain county health program serv-
ices would be impaired. . 
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5. How will the proposal affect calculation of the constitutional appro
priations limit for counties and the state? How will expenditures be 
counted against the limit? The administration appears to believe that 
the funds can be transferred in such a way that the expenditures would 
be shifted from the state to counties, but the state and county appropria
tioris limits would not be affected. We doubt this can be done because it 
is inconsistent with calculations of the limit performed after the enact
ment of the County Health Services (AB 8) program, whiCh accounts for 
$423 million of the $477 million that would be transferred. Please see The 
1987~8 Budget: Perspectives and1ssues for further information regarding 
this issue. . 

We withhold recommendation pending receipt of the impleIIlenting 
legislation and additional information regarding the proposal.: .. 
A. FAMILY HEALTH SERVICES 
Medi-Cal. Comprehensive Perinatal Services Program Will Free Up Funds 

We recommend that prior to budget hearings, the depaftinentidentify 
how it intends to spend funds freed up as a result of implementation of 
the Medi-Cal comprehensive perinatal services program. 

Chapter 1404, Statutes of 1984 (AB 3021), expands the scope of Medi-Cal 
perinatal services by providing additional reimbursement to physicians 
and other health care professionals for case management,nutritiqh coun
seling, and other ancillary services. Under the program, providers may 
receive additional reimbursement. only if they enter into agreements with 
participating counties. .. 

The budget for the Maternal and Child Health (MCH).Branch proposes 
one permanent and two limited-term positions and $151,000 ($53,000 Gen
eral Fund) to implement the Comprehensive Perinatal Services program. 
These positions would provide consultation to counties, providers, and 
Medi-Cal staff. The department indicates that 11 counties will contract 
with the branch to implement the program. The Medi-Cal budget in
cludes $2.9 million ($1.5 million General Fund) for AB 3021 services fq~ 
7,500 women. .. . 

AB 3021 Frees Up Maternal and· Child Health Funds. In budgeting 
for AB 3021 services, the Medi-Cal funding estimate assumes that no new 
services will be provided as a result of the program~ Instead, the estimate 
assumes that the Medi-Cal program willpay for services that are currently 
supported by demonstration grants from the MCH Branch using General 
Fund and federal MCH block grant money. For this reason, the Medi-Cal 
budget does not project any savings (from fewer days in neonatal interi
sive care units, for example) resulting from providing the new services. 
However, if this occurs MCH grant funds will be "freed-up" for other 
purposes. Table 8 details the types of grants funded in the current year and 
proposed to be funded in 1987-88. There is no change in the distributiqn 
of funding between the two years. The department has not beEm able to 
tell us (1) which MCH grant categories are affected and (2) how itintends 
to use the freed-up funds. . 

We recommend that prior to budget hearings, the department provide 
the following additional information regarding the AB 3021 program: 

• Which grant categories will be affected by implementation of AB 
3021? . 

• To what group and in what way does the department plan to target 
freed-up funds? 
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. Table 8 . 

Maternal and Child Health (MCH) Grants 
Proposed Expenditures by Program 

1986-87 (Estimated)'.and 1987-88 (Proposed) 
. . (dollars hi th'ousands) 

Type of Grant 
County allocations ....................... , ................... , ......................... . 
Colinty perinatal programs ........................... : ........................ .. 
Community-based comprehensive perinatal services ...... .. 
Data .................................... ;;;:: ............................... ;::.: ... i ............. ;. 
l)iabetes in pregnancy .................. , ................. ': .. ,; ........ ; .......... .. 
High-risk infant follow-up ............................. , ............ : ............ . 
Perinatal regionalization .............................. : ... : ............ ,.: ....... . 
Pre-term labor prevention ............................................. : ........ .. 
Infant' dispatch :.: ....................................... : ..... :: ...... : ....... ;::: ....... . 
Special projects ...... ; .............................. ; ............... : ..................... . 

Totals ...... ; .. : ........................................................... : .............. ~. 

General 
Fund 

$660 
374 

4,537 
340 
315 

1,272 
1,022 .. ' 

382 
211 
656 

$9,769 

Federal 
Funds 

$1,281 
. 725 

8,807 
661 
612. 
792 . 
583 
741 
22' 

1,273 

$15;497 

Governor'~ Children's Initiative Duplic~tes Current Services 

All 
Funds 

$1,942 
1,099 

13,344 
1,001 

j' 927 
. ·,.,2,064 

1,605 
1,123 

233 
1,929 

$25,267 

As partofthe Governor's Children's Initiative, the administration pro
poses two new. programs within the Maternal and Child Health Branch: 
the day care health training program and the Childhood Injury Preven~ 
tion and Surveillance (CHIPS) program .. Our analysis indicates that both 
of these programs are already being accomplished with existing funding. 
Our more detailed comments on each of these proposals follow.' . 

1. Childhood Injury Prevention and Surveiliance,Program 
We recommend that the Legislature delete $200,000 for the proposed 

new Childhood Injury Prevention and Surveillance program because its 
goals lilid objectives are already being accomplished with existing funding. 
(Reduce Item 4260-OQJ-001by $90,000 andlt~m 4260-111-001 by $110,000.) 

The goal of the Childhood Injury:Prevention and Surveillance (CHIPS) 
program is to decrease the morbidity and mortality resulting' from child
hood injuries. The budget proposes $200,000 to implement this program, 
$90,000 of which is state support and $110,000 is local assistance. The pro-
gram's objectives are to: . 

• Provide a focus in the departmentfor injury prevention activities and 
coordinate with other state agencies regarding childhood·injuries. 

'. Provide a statewide forum. for the dissemination of research. 
• ,Develop' background information and-recommendations for state-

wide surveillance of injuries. •. . 
• Promote, fund, and evaluate local childhood injury demonstration 

projects. 
Our review indiCates that the Maternal and Child Health (MCH) 

Branch has been contracting for many of the services proposed'under this 
new program since. October 1984; In faCt, a number of the proposed 
objectives have alreadybeeh accomplished. For example, tasks set forth 
in contracts effective from November 1985 through June 1987 include: 

• Assessing the child injury surveillance (CIS) activities of at least 40 
public health departinents and at lea~t 40 community healthcehters. 
. t::' X 
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• Developing and distributing at least 300 copies of CIS program mod-
els in California., . 

• Providing on-site technical assistance and support to at least 15 public 
health agencies implementing CIS programs and to 15 other health 
care centers. 

• Providing ,written recommendations on a statewide injury surveil
lance system. . 

The department plans to extend this contract until June 30, 1988 using 
MCH grant funds. The activities will include: 

• Developing a statewide injury surveillance system. 
• Developing a prototype for an annual publication that will set forth 

and analyze data from the surveillance system. . 
• Continuing to consult with selected county health departments. 

The $200,000 requested for the children's initiative would be in addition 
to the funds proposed for continuing the existing contract. . 

We are unable to identify how the contractor's work is significantly 
different from the new program proposed by the administration. The 
effect of the proposal is to fund counties for work that at least 40 of them 
are already doing. 

,Because injuries are the leading cause of death among children (and 
adults, as well, up to the age of 44) and resultin high social costs due to 
lost years of life, we believe that this is an important area of focus for the 
department. However, the CHIPS program is already being accomplished 
with existing resources. Therefore, we recommend that the funds 
proposed for the program in the budget year be deleted. 

2. Day Care Health Training Proposal Premature 
We recommend deletion of $1 million for the day care health training 

proposal because it is duplicative of current efforts in this area. (Reduce 
Item 4260-001-001 'by $71,000 and reduce Item 4260-111-001 by $929,000.) 

The budget proposes $1 miilion to provide health training for day care 
personnel in 1987-88. The $1 million includes $929,000 in local assistance 
and $71,000 in state support. The goals of this program are to (a) "elevate 
the consciousness and involvement oflocal health departments" in child 
care and (b) provide health training to targeted child care providers. 
Specifically, the proposal entails: 

• Developing an ,administrative manual to guide the involvement of 
public health agencies in day care. In order to do this, the DHS 
plans to conduct :surveys, to, (a) identify models of collaboration 
,between day care providers and public health agencies, (b) deter
mine what county maternal and child health directors are doing to 
collaborate with day care providers, and (c) determine what day care 
centers perceive to be their health and safety needs. 

• Selecting contractors to provide training in selected regions. The 
DHS plans to establish an advisory group in order to develop goals for 
training and selection priteri~ for trainers, select regions where the 
training will occur, and develop aJist of potential trainers. 

In our review of this proposal, we found that the State Department of 
Education (SDE) is already in the process of determining the need for day 
care heal~h training. Chapter 1581, Statutes of 1985 (SB 862), requires the 
SDE to convene a task force that will make recommendations for a state-
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wide child health day care training program in a report due September 
30, 1987. The act provides the task force with $50,000 in consulting funds 
fu . 

• Survey existing .. child health care training curricula. . 
• Develop a child health care training curriculum. 
• Determine the most efficient and cost-effective method of delivering 

training statewide. 
• Determine whether it is feasible to require training as a cpndition of 

licensure. . 
• Determine the feasibility of providing health care training for family 

day care operators. 
The DHS is aware that its proposal overlaps with the timetable set up 

by SB 862. It has obtained a preliminary commitment by the SDE that it 
will be represented on the task force and that the DHS training program 
will be surveyed by the consultant 

Nonetheless, we believe that the DHS proposal is premature, given the 
mandate of SB 862, and may result in ineffiCienCies in health care training 
for day care personnel. Our particular concerns are that: 

• Both departments plan to perform similar surveys of day care opera
tors. 

• The SB 862 contractor is being paid to develop a statewide cur
riculum, while the DHS is implementing its own curriculum. 

• The task force may find that there are more cost-effective or appro
priate ways for day care providers to be trained than the DHS pro
posal. 

Because of this duplication, we recommend that the Legislature delete 
funds for the program. 

California Children's Services Program Defies Estimation 
We reco~mend that prior to budget hearings, the department submit 

specified information regarding expenditure trends in the California Chil
dren's Services program. 

The California Children's Services (CCS) program provides medical 
diagnosis, treatment, and therapy to finanCially eligible children with spe
cific handicapping conditions. The program is jointly run by the state and 
the counties. Medi-Cal pays for services provided to children who are also 
eligible for Medi-Cal. 

The budget estimates total expenditures for CCSat $65.2 million in the 
current year, This is an increase of $1.7 million, or 2.7 percent, over the 
amount appropriated for the program in the 1986 Budget Act. In 1987-88, 
the budget estimates total expenditures for CCS at $67.5 million, an in
crease of $2.3 million, or 3.5 percent over estimated expenditure levels in 
the current year. 

Actual Expenditures for CCS Have Varied Significantly From Year to 
Year and From Expenditure Estimates. Table. 9 compares budgeted, 
estimated, and actual expenditures in the CCS program from 1981-82 
through 1986-87. The table demonstrates the following points: 

• . Growth in the CCS program has fluctuated significantly from year to 
year. In 1982-83, expenditures grew $9.,9 million, or 20 percent.· 
The following year, they declined by $7 million, or 12 percent, proba
bly due to a shift of cases frorn CCS to Medi-Cal in that year. Since 
then, actual expenditures have been growing: 4 percent in 1984-85 
and 15 percent in 1985-86. These differences in program growth are 
unexplained. 
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• Actual expenditures have been significan'ily different than estimates 
and appropriations, but generally much lower. Every year except 
one between 1981-82 and 1985-86, actual expenditureshavel;>een 
lower than the amount available by'as much as $9.5 million,or 15 
percent. In 1982-83, they were $3.7 million; or 7 percent, over the 
original budgeted amount. Even the May revision estimate of cur
rent-year spending, which is prepared during the thitdCJuarter of the 
fiscal year, has been as much as $5 million (9 percent)'abbveactual 
expenditures, and $3.2 niillion( 5 percent ) belowaCtualexpendi~ures . 

Fiscal Year " 
1981-82 
1982-83 
1983-:1S4 
198+-85 ' 
1985-86 
1986-87 

.... ,. 
Tabl!i) 9 

Cali,ornia Children's Services Program 
Comparison of Budget Estimates to Actual E~penclitures 

All Funds Excluding County Funds 

Budget 
Appropriation 

$53.3 
, 55.l 

OO~6 
63;3 
65.3 
63.5 

1981-82 through 1986-87 
(dollars in millions) 

Estimates of 
Current-Year 

Spending Actual 
November ,May Expenditurl!s 

$52.3 , " $52.l 
57.259.l 
62.0 56.8 
61.7 56.9 
63.l 58.8 
65.2 

$;48.9 
, 58.8 
, 51.8 " 

53.8 
62.0 

..- .' 

Difference Between 
Actual and Budget 

Amount Percent 
,~$4.4 ' , ,-,8.3% 
'3.76.7 
-8.8 ' -1.4.5 
-9.5 -15.0 
-3.3 ~5.l 

Source: Department of Health Services 

Program Information Raises,More Q4estiol1s'ThaI) It Answers.' "The 
department provided some preliminaryinforniationabout the program 
by diagnosis. Rather than clarifying 'variances in expenditures, it raises 
even more questions about the program: ' '. 

• Between 1983-84 and 1985-86, users of serviceslrtcreased by 4.4 per
cent, while the treatment cost per user increased 58 percent. The 
department is not able to answer definitively why this Jarge increase, 
occurred." , , ' -' , ", 

• Although treatment, costs per user increased a total of 58 percent 
, between 1983-84 and 1985-86; these costs decreased alniost 50 percent 
, in 1984-85 and increased over 100 percent in 1985436. This could be 
explained by the impact of one ot two latge cases,but the department.: 
does not yet have enough information: to verify this. ' 

• Between 1983-84 and 1985-86, billed amounts by diagnosis increased 
about 16 percent, while Pllid amounts increased by 25 percent: The 
department haS Iioconclusive explanation for why the state wbuld be 
paying proportionately more than it was billed. ," ' 

Inherent Forecasting Problems., Due to the nature of the program, 
there are numerous problems inJorecastingCCS expenc;lihires. Forexam-' 
pIe: ' ',', ' , " ,' .•. ' ," ' 

,. Counties have considerableflE1xibility in administering the,program 
and setting spending priorities. "',' ,,' ' ' 

• It is difficult to detect, trends in the program because counties only 
submit data 9uartedy.' , 
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• County billing backlogs can delay expenditur~s from quarter to quar, 
ter or even from year to year. The department has no way to estimate 
the lag between the time a claim is submitted and wheIl it is paid, as 
it varies from county to county, and even within each county, depend
ing on the particular fiscal year. Los Angeles County, in particular, has 
significant expenditure variations. 

By the time of the May revision the department hopes to improve its 
expenditure estimates by (1) obtaining more frequent expenditure re
ports from Los Angeles County and (2) analyzing expenditure, user, and 
caseload data, by diagnosis and, perhaps, by county. . 

Because the current program estimating model is rather imprecise and 
would benefit from some additional information, we recommend· that 
prior to budget hearings, the department inform the Legislature on the 
status of its examination of expenaiture trends in the program. This infor
mation should; at a minimum, answer the following questions: 

• Have more frequent reports from Los Angeles County improved the 
. department's ability to project the county's expenditure trends? 

• What is . the reason for overall increases and large fluctuations in 
treatment costs per user? . 

• Why are paid expenditures increasing faster than billed expendi
tures? 

Los Angeles County Assumption Appears Arbitrary 
We recommend that prior to budget hearings, the department provide 

further information regarding the Los Angeles County assumption. 
The CCS expenditure estimates presume that the Los Angeles County 

program will spend no more in the current year or the blldget year than 
it spent in 1985-86. According to the estimates, this assumption results in 
General Fund savings of $1.2 million in the current year and $4.7 million 
in 1987-88. Although the forecasting model is not as accurate as the depart
ment would like it to be, actual expenditJIre data from the first and second 
quarters of 1986-87 for Los Angeles County do not appear to reflect this 
flattened expenditure assumption. 

Because. this assumption appears to be arbitrary, we recommend that 
the department, prior to budget hearings, explain whether it will continue 
this assumption in the May estimate and, if so, with what justification. 

Therapy Expenditures Controversial 
We withhold recommendation on the proposal regarding payment for 

therapy services rendered to developmentally disabled children living in 
intermediate care facilities pending resolution of interagency disagree
ments on funding. 

The November estimate projects that the CCS program will begin to 
experience additiorial costs for physical and occupational therapy (PT and 
OT) services and equipment in its Medical Therapy Units (MTUs), which 
are located in public schools. This new level of service is to be provided 
to children who attend school and live in one of two types of intermediate 
care facilities for the developmentally disabled. The department projects 
that there are a total of approximately 1,029 children in these facilities, 68 
percent of whom will use therapy services, equipment, or both. These 
additional costs amount to $228,000 in the current year and $805,000 in the 
budget year. . 
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Our review indicates that it is not clear that CCS should be paying for 
these services. The ~epartment advises that it is proposing to pay for these 
services beginning in the current year because it has recently determined 
that PT and OT are not being provided at the facilities. However, there 
is no reason why, if the services are medically necessary, Medi-Cal could 
notpay for them in the facility. If the services are not medically necessary, 
then it is the responsibility of the local school district to pay for the serv-
~. .. 

This funding issue is part of long-standing disagreements over which 
agencies should pay for services to children withdevelop:rn.ental disabili
ties; The prim~ry state agencies involved are the Department of Educa
tion (SDE), the Department of Developmental Services (DDS), CCS, and 
Medi-Cal. Currently, CCS and the DDS are negotiating an interagency 
agreement. The CCS program is also in the final stages of adopting regula
tions tha~ clarify its intent tha! it will only pay fo~ services.in the.MTU that 
are medIcally necessary. MedI-Cal has not been mvolved m the mteragen
cy agreement or the development of regulations. 

Until the affected agencies develop agreements regarding payment for 
these services, we believe that an augmentation to the CCS program is 
premature. Accordingly, we withhold recommendation pending addition
al information regarding: 

• Why Medi-Cal does not pay for providing therapy service~ in the 
facilities. 

• The status of CCS's interagency agreement with the DDS. 
• The status of CCS's regulations regarding MTUs. 
• CCS's plans for adopting an overall comprehensive agreement 

between all of these agencies.' . 

Neural Tube Defeds Program is Not Solvent 
We recommend that prior to budget hearings, the department provide 

specified information regarding fees for the Neural Tube Defects pro-
grnm. . 

Neural tube defects (NTDs) are severe birth defects that are frequently 
responsible for fetal death, infant death, and serious disabilities. The NTD 
screening program attempts to detect these and other severe defects such 
as Down's syndrome. The program also provides counseling for affected 
pregnant women and their families. The screening program has been in 
effect since April 1986. The department indicates that the program per
formed 37,000 tests in 1985-86 and expects to perform approximately 190,-
000 tests in '1986-87 and 250,000 in 1987-88. In the first 80,000 tests, the 
program detected 54 NTDs and 9 cases of Down's syndrome. . 

The NTD program is financed through the Genetic Disease Testing 
Fund (GDTF). Women receiving the test must· pay a $40 fee, which is 
deposited into the fund. Medi-Cal pays for testing of eligible women:. The 
Newborn Screening program, which tests newborns for certain treatable 
diseases, is financed in a similar manner from the fund. Table 10 shows the 
revenues and expenditures of the GDTF by program for the current and 
budget years. Although the expenditures are higher than the revenues in 
both years, the fund· has been solvent due, to the availability of interest 
earnings and funds rolled over from 1985-86. '., . 
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Table 10 

Genetic DiseaseTesting,;Fund" •. -' 
Revenues andExpen~itures ~y 'Program 

1981H1i arid 1987;.a8 - - , 
(in thousands) 

1981J-87 j - Rev,enues 
Neural tube defects .................................................. ~... . , $6,652 
Newborn screeIiing ..................................... ;................ : 11,536' , 

19~!a~~~~ .. ~:;~~~~·::;::::::::::::::::::::::::::::~:::::::::::::::;:~:::,: -,'~!:::' 
Newborn screening ... ; ........ , ........ : ......................... :._ •. ':.; "-'12,228 

- Totals ......... :: ............. :.' ....... : .. :: ........ :.: ........ : .. ~ .......... :.:::'" ":$21,511 

:Exp~nditures ' , 
. '. $12)3,5 , 

, 11,408 

$23,543 

, ' $11,666 
10,938 .' ' 

$22;604 ' 

Difference 
-$5,483 

128 
, -$5,355 

, -$2,383 
, ,,1,290 
":"$i,093 

, : .. ~ .: 

The table indicates, however, that only the NTD program is operating 
at a deficit. The budget projects a $5.5 million.deficit for the' program in 
1986-87 and a $2.4 million deficit in the budget year. The reduction in the 
deficit is due to (1) increases in the number of tests performed and (2) 
a proposed increase in fees from $40 to $47 on July 1, 1987. In contrast; the 
Newborn Screening program shows a surplus of $128,000 in the current 
year and $1.3 million in 1987-88. In effect;' the Newborn Screening pro
gram is subsidizing the NTD program in the budget year, Th€;l,blldget does 
not propose any reductions to the fees in the Newborn Screenmg program 
althollgh the projected, surplus suggests red:uctionswould be appropriate. 

The 1986 Budget Act requires the DHS;to establish fees for the NTD 
program .that would cover the variable costs and a portion 9£ the -fixed 
costs. The department has not met,this requirement for setting the fees 
for the NTD. program. APParently, the amount of the fee increase 
proposed in the budget was based on ensuring the overall solvency of the 
GDTF,rather than covering the costs of the NTD program. Because the 
program is still changing and expanding, the department has not been 
able to determine the fixed costs Qrthe variable costs per test.: ; 

We believe the departmenfs fee,jncrease proposal is premature .. It 
needs more precise information about costs of the NTD program before 
it can accurately assess what the testing fee should be. This is particularly 
true in light of the fact that the department plans to change laboratory 
testmg procedm;es in the near future, due to the test having detected 
fewer NTDsthan would be expected in the popUlation. This is likely to 
increase the amount of follow~up testing ;required, thereby cllanging the 
program's costs.,:. '. . , ,,' ' 

The department is currently compiling· infprmation., about the .' NTD 
program that may shed light on some of these Bscal issues. ,Therefore; we 
recommend that prior to budget hearings, the department provide ,the 
following.information in regard to the NTDand Newborn Screening pro
grams: 

• What is the fixed cost of the NTD program and whatis the variable, 
cost of each, test? . . , .' ' 

• What fee should be charged in order to make the NT.D program 
'. self-sufficient? Will the costs and revenues of the program be changed 
substantially by the planned change in the test? ' >y 

• -Should the fee . for the Newborn Screening program be lowered? 
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B. RURAL AND COMMUNITY HEALTH SERVICES 
MISP Data System's Poor Implement~tion Record May Continue 

We recommend that prior to budget hearings, the department provide 
specified inFormation related to implementation of the Medically Indigent 
Services program (MISP) data system. . 

In 1982, Medi-Cal reform legislation transferred the responsibility for 
the medically indigent adult. (MIA) population from the Medi~Cal pro
gram to the counties. Since that time, there has been a large gap between 
information desired about this population and the information available. 

Soon after the transfer of responsibility for this population the Legisla
ture passed ACR 27 (Resolution Ch 122/83), which requested our office 
to comment on the department's information system on the MISP with 
respect to its: 

• Timeliness for the budget process. . 
• Capacity to measure the frequency of utilization by eligibles by s.er" 

vice . 
.• Capacity to measure access to.services by eligibles with respect to 

location of and comprehensiveness of services available at facilities, as 
well as transportation to them. 

The information system administered by the department is inadequate for 
these purposes. This is largely because (1) it does not collect client-specific 
data, (2) counties do not define or collect data uniformly, and (3) there 
are significant time lags in collecting the data. .. 

The Legislature has recognized these problems and in the 1984 Budget 
Act appropriated funds to set up a new data system that would· answer 
these fundamental questions. This new data system is still not fully opera
tional. The $1 million earmarked for county implementation and portions 
of the $500,000 earmarked over three years for system development have 
been reappropriated twice since that time. Most recently, the 1986 Budget 
Act contains language requiring implementation of the system to begin by 
November 1, 1986, and requests a report on its implementation by March 
1, 1987. 

At the time we prepared this analysis, the MISP data system was being 
implemented on schedule with the 1986 Budget Act requirements. Seven
teen of the 28 counties receiving MISP funds (the remaining 30 counties 
with fewer than 300,000 people receive services through the state-adminis
tered County Medical Services program in lieu of MISP funds) had signed 
contracts for state funds that would assist them in implementing the data 
system. These counties represent 35 percent of the MISP funds. The re
maining 11 counties receiving MISP funds have chosen not to participate 
in the data system. . 

Milt InFormation Will the Legislature Get From the Newly Imple
mented System? According to the MISP data system contractor, the 
goals and .objectives of the system are to: 

• Provide the state with timely and accurate data on the performance 
and efficiency of county MISPs. . . 

• Provide counties with information to enable efficient management of 
county MISPs. 

• ·Provide information necessary to assess the impact of county MISPs. 
The system will provide billing and medical information for individual 

county patients using a unique patient identifier. Table 11 displays the 
system's data elements. 
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Table 11 
Medically Indigent Services Pr:ogram 

, • ' " Data Elements Collected' 
, For Each Patient 

Inpatjent Services 
Provider number., 
Admission! discharge date 
Discharge diagnosis . 

. Procedures performed 
. . Expenditures . 

(ariloUIit billed plus 
county expenditure) 

Outpatient SerVices 
Provider number 
Service date' .. 
Type ofprocedure!service 
EXpenditures ' , 
(amount billed plus' 
county expenditures) 

, How Do These Goals and Objectives Address the Concerns of ACR 27? 
Barring ,any severe Lrnplementation problems, by January 1988 the system 
should be able to answer, on ,an ongoing basis, at least a portion of the 
questions raised byACR 27. For example; thee system will be able to answer 
questions related to frequency of utilization of services by eligible persons, 
by type of service. ':;" . 

What Information Will the System Not Provide? The data system as 
planned will not provide a number of key pieces of information. For 
example, the system will not: 

• Provide information about 65 percent oftheMISP dollars from coun
ties such' as Los Angeles; San Francisco~ and Ventura. Because. of a 
budget-year proposal toeliminatecthe County Health Services (AB 8) 
program, these counties may also no longer be required to report on 
the se;vices they are providing wit~ AB 8 f~ds. As~result, in these 
.counties there may be almost no Information avrulable about the 
provision of indigent health care. . " 

• Differentiate, in many counties, between services funded with MISP 
funds and services funded from other funds. 

• Provide information about some characteristics of persons receiving 
, ,countyhealthservices;.such as income, family size and composition, 

available insurance coverage, or employment status. '.. ' 
• Provide information on the actual cost counties incur in providing 
'services~ The system assumes that county expenditures plus the 
amount billed to patients equals the cost of providing services. 

Finally, data collected by the system will not provide information about 
the extent of the need for indigerit care services, or the people not served 
and the se~vi.ces IlOt provided. Th~~e types of "ac:cess to can:;" qilesti<,>ns 
are verY dIfficult to· answerdefimhvely, even wIth a good mformatIon 
syst~m. However, with some 'additional 'analysis, the DHS may be able to 
give:some indication about variability in access to services. For example, 
theDHS could compare zip codes of providers and location of services 
rendered to data ~>npoverty from the census to determine whether 'some 
low-income areas received fewer services than others; j 

The'Department May Not Have Sufficient Staff to Appropriatelylin-
1?lement-theSrste1!1; Despite ,the limitations to this syst~rri, if properly 
Implemented It will be able to answer a number of questIons related to 
county MISPs. Thedepartm.eht, however, must carefully oversee theini
tial implementation of the program in order to maximize the utility ofthe 
data that countieswiUeollect. This oversight would include reviewing 
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county data submissions and providing counties with any technical assist
ance needed in order to address any dat~,collecting or reporting problems. 
The department must then compile and analyze the data. Finally, the 
department will need to reevaluate the system on an ongoing basis for any 
enhancements that are necessary,such as adding data elements necessary 
to provide 'information to the Legislature. For example, family income 
data would help to assess the variability in services provided. 

Currently the department has designated one position to implement 
the data system. It has also redirected time from other staff as needed. The 
department'informs us that itcannot continue to redirect staff time to 
implement the data system. It is not clear, however, that one person will 
be able to carry out all the duties necessary to provide the Legislature with 
useful information. Because the department has not proposed staff to 
implement the data system as required to provide necessary information, 
we recommend that prior to budget hearings, the department provide the 
Legislature with information documenting how it will assure" that the 
implementation process will continue to proceed smoothly. This informa
tion should include, but not be limited to, the tasks and time associated 
with them in order to properly implement the data system. 

Loss of Funds Affects Health Care Services to Indigents 
We recommend that prior to budget hearings, th~department submit to 

the Legislature specifiedin£ormation regardirig the need £Qr seryicesin the 
Medically Indigent Services program (MISP). ", 

When the Governor signed the 1986 Budget Act, he vetoed $50 million 
from the Medically Indigent Services prbgram(MISP) appropriation. 
One month later, Ch 892/86 restored $25 million to the MISP. The net $25 
million 'reduction amounted to a 5 percent reduction in funding. The 
administration proposes to continue this current-year funding level in 
1987-88. 

The existing MISP data system will not measure the impact of the loss 
of funds on the level of services provided. As an alternative, in December 
1986, the department surveyed the counties in'order to ascertain whether 
they were planning to reduce services as a result of the reduction in 
funding. Twenty-five of the 28 MISP counties responded fu a wide variety 
of ways. Seven had already cut services,and 17 said that they might make 
Ct;lts prior to the end of 1986-87. Only one county hadnot and did not plan 
to make cuts. Nine counties had held or planned to hold public hearings 
on proposed service cuts. ' .' " " " ' ! 

For the seven counties that cut services, the cuts affected dental, optical, 
nutrition counseling, AIDS counseling, alcohol treatment, medical tqms
portation, and translation services. Several counties are tighteningutiliza
tion control, eligibility requirements, and elective surgery~ One county is 
making a major revision in its hospital operating plan in order to achieve 
efficiencies. Several counties implemented across-the-board cuts or re" 
duced provider reimbursements, without aff~ctingany specific, services. 
The across-the-board cuts could result in access barriers, such, ,as longer 
waitirigperiods for care. Many counties envisioned additional cuts i1J:1987-
88, particularly if the additional $25 million was, not restored." , 

The State Funds Small Counties More Generously Than Large Coun
ties. One way to partially measure the impact of this cut is to co:rn:
pare the funding levels of the MISP, which funds 28 large counties, to the 
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funding level of the County Medical Services program (CMSP), which 
serves counties with populations under 300;000 that choose to let the state 
administer their MISPs. The CMSP works much the same as the Medi-Cal 
program. In those counties, county welfare departments determine eligi
bility based on statewide rules, and the CMSP pays claims to health care 
providers for services. The CMSP funding level is established based on 
caselqad and cost trends. Because of this funding mechanism, the CMSP 
provides data that are complete and consistent across geogr~phic regions 
and time. .. 

The different funding mechanisms.have resulted in different funding 
levels overtime. Table 12 shows the difference in funding between the 
MISPand the CMSP between 1985-86 and 1987-88. It illustrates that MISP 
funding has decreased 5 percent since 1985-86, while CMSP funding has 
increased by 8 percent. However, there are a number of caveats to the 
comparison. First, because the MISP does not yet collect detailed utiliza
tion data, it is impossible to compare the levels of service associated with 
the funding in the two programs. ·Second, this comparison does not cap
turethe extent to which counties may be subsidizing the MI~Pwith their 
own funds and, thus, potentially making up for the state General Fund 
difference between the two programs. Finally, the comparison does not 
capture any savings counties may achieve in reimbursing providers for 
services rendered to MISP eligibles. For example, the CMSP does not 
negotiate contracts with hospitals; it pays claims on an adjusted cost basis. 
Some county MISPs do negotiate contracts with providers and, thus, may 
be paying less costly rates. Nonetheless, this comparison demonstrates that 
the level of General Fund support differs between counties based on 
whether the county participates in MISP or CMSP, and may reflect the 
relative levels of services provided by the two programs. 

Table 12 

Comparison Between'Medically Indigent Services Program (MISP) 
And County Medical Services Program (CMSP) Funding 

198!H16 through 1987-88 a 

(dollars in thousands) 

1985-86 1986-87 1987-88 
Medically Indigent Services program 

Amount ................................. i ....•.................... :·.................................... $523,435 
Percent change. from previous year .:.i: ...................................... . 

$498,435 $498,435 
-5% 

Percent change 1985-86 to' 1987-88 ............ ; ................................ . --':5% 
County Medical Services program 

Amount ...............................•................................................................ $42,735 $43,739 $46,118 
Percent change fiom previous year ........................................... . 2% 5% 
Percent change 1985-86 to 1987-88 ............................................. . 8 

a Data from earlier years are not included .. because. they are not comparable due to counties transferring 
between the two programs. 

There are other ways the department could make estimates of the 
overall size ofthe potentially eligible population. For example, it could 
estimate the size of the potential population with census data or make 
projections based on historic Medi-Cal data. The DRS has contracted with 
the MISP data system consultant to come up with ways to estimate the 
need fotservices. This estimate was to be included in the implementation 
report for the MISP data system pursuant to language in the 1985 Budget 
Act. This report has not yet been submitted. Because this estimate may 

19-75444 
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help in assessing the impact of cuts in funding levels, we re~ommend that 
prior to' budget hearings, the departrrient submit this report to the Legisla-
ture. ' 

No Plans For Local Health Capital Expenditure Account 
We recommend that prior to budget hearings~ the department provide 

specified information on county capital expenditures. 
Chapter 1351, Statutes of 1980 (AB 3245), established the Local Health 

Capital Expenditure Account (LHCEA) to fund (1) county capital ex
penditures for health facilities and equipment and (2) administrative costs 
in providing technical assistance to local jurisdictions relative fofinancing 
these capital imprOVements. The act appropriated $25 million from the 
Special Account for Capital Outlay to the LHCEA for purposes of the 
program. Since then, the fund has received additional funds from unspent 
county health services appropriations and interest earnings. The depart
ment has aW,arded grants in three fundin,' g cycles: $",25 million in 1982,$2.5 
million in 1985, and $3.9 million in 1986. 

Although the budget shows that the LHCEA will have reserves of ap
proximately $1.3 million on June 30, 1987, the department proposes to 
spend only $132,000 in 1987-88 on state operations. It does not propose t,o 
spend any funds on grants to local jurisdictions. , . ' 

Because the Legislature has designated this fund for county capital 
expenditures, we recommend that prior to budget hearings, the depart" 
ment provide a plan for expenditure of the funds in the LHCEA. 

Vital Records Projects Off Track 
We recommend that prior to budget hearings~ the department provide 

specified implementation information about (1) the Vital Records Im
provement project and (2) the Decorative Heirloom Birth Certificate 
program. 

Chapter 1072, Statutes of 1986 (AB 3929), requires the State Registrar 
of Vital Records to (1) automate the collection of vital records and (2) 
provide to individuals upon request and payment of a fee a decorative 
heirloom birth certificate (DHBC). ' 

Vital Record Improvement Project (VRIP) Behind Schedule. The 
budget proposes five positions and $5.5 million from the VRIP Fund in 
1987-88 to automate vital records. The VRIP Fund is supported by an 
additional $2 fee collected from applicants desiring certified copies of 
records. This additional fee is to be collected for two years, beginning on 
January 1, 1987. 

Based on the department's current timetable, the feasibility study re
port (FSR) for the VRIP, which details the automation system and its 
estimated cost, should have been submitted to the Office of Information 
Technology (OIT) by January 15, 1987. At the time we prepared this 
analysis, however, the department estimated that the FSR would not be 
completed until March 1987. This implementation delay could change the 
amounts the department expects to spend on the project in the budget 
year. , ' 

Decorative Heirloom Birth Certificate Program Costs and Implementa
tion Schedule Uncertain. The budget proposes a $258,000 loan. from 
the General Fund in the budget year for supplies needed to produQe the 
decorative heirloom birth certificates. Ultimately, the cost of developing, 
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prepa~in~, and producing the certificate will be offset by a fee, a portion 
of whICh IS to go to the State Children's Trust Fund. 
T~~ departme~t. is not able to advise us when or how it will produce the 

certIfICates. SpeCIfically: 
• How. Currentl>:, .the department plans to use hand calligraphy to 

produce ~he certIficates. However, the department indicates that it 
may deCIde to use machine calligraphy instead. Because of· this 
change, there could be additional up-front costs in the current year 
to produce the certiHcates. This new plan may involve additional 
curre~t-year General Fund expenditures in order to purchase the 
machme. 

• When. As a result of this ch~nge in production plans, the depart
me~t .has not been able to adVIse us when it will begin producing the 
certificates. 

Updated P~oposals Needed. Because the current plans for these 
projects are dIfferent from the proposal available for our review we rec
ommend that ~rior ~o budget hearings, the department provide 'updated 
proposals that Id~ntIfy (1) changes in how the programs will be imple
mented and the Implementation schedules and (2) the fiscal effect of 
these changes. . 

C. OFFICE OF AIDS .. 
AIDS is an extremely serious public health problem. The number of 

AIDS cases is growing and is expected to continue to doso. Over half of 
those diagnosed with the disease have died, and therEl is no vaccine or cure 
for the virus. While the disease is currently mostly isolated to specific 
groups and geographic areas, it is likely to become more pervasive 
throughout the general population. For a more detailed look at the nature 
of the disease, the expected size of the epidemic, and the costs associated 
with it, please see The 1987-88 Budget: Perspectives and Issues. 

Since 1983, the Legislature has passed a number of statutes addressing 
many aspects of the epidemic. The Office of AIDS (OA) is primarily 
responsible for implementing these activities. Its responsibilities include: 

• To contract for and monitor information and education programs. 
Currently, the OA contracts with .40 different public and private 
nonprofit entities in order to disseminate information about the dis
ease to different population groups. 

• To contract with counties and other local health jurisdictions to test 
for the AIDS virus. 

• To contract for and conduct a variety of AIDS pilot projects. 
These pilot projects are designed to (1) determine the costs and 
effectiveness of a variety of treatment alternatives and different types 
of prevention and education programs, and (2) determine the costs 
of medical care for AIDS. 

• To survey and analyze the spread of the epidemic in California . 
•. To provide technical assistance to local health jurisdictions in the 

field. . 
• To coordinate the activities of different state agencies concerned with 
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AIDS. Besides the OA, the state departments most actively in
volved with the AIDS epidemic are the State Department of Educa
tion (SDE), the Department of Alcohol and Drug Programs (DADP), 
the California Department of Corrections (CDC), and the Depart-
ment of Mental Health (DMH). . 

• To promote AIDS vaccine research and development. 

The Budget Proposal 
The budget proposes expenditures of $21.4 million from the General 

FUIld in 1987--88 foi' the Office of AIDS. This is an increase of $384,000, or 
1.8 percent, over estimated spending levels in the current year. Table 13 
displays expenditures including federal funds, in the past, current, and 
budget years. 

The $384,000 increase is primarily due to the net effect of: 
• An increase of $2 million in estimated expenditures for vaccine re

search lmd clinical trials required by Ch 1462/86 (AB 2404) and Ch 
1463/86 (AB 4250). These measures added $4 million in the cur
rent year and appr()ximately $6 million in the budget year in order to 
make grants to vaccine manufacturers for research and development 
of an AIDS vaccine and to provide funding for clinical trials on hu
mans of an AIDS vaccine approved by the Food and Drug Administra
tion (FDA). 

• Deletion of $1.7 million for the cost-oE-care study ($200,000) and for 
San Francisco General Hospital ($1.5 million). These two projects 
are not continued in the budget year. 

In additiOIl., the budget details almost $11 million in federal special 
project funds. However, the DHS informs us that its best estimate of what 
it will actually spend in the budget year is $1.5 million~ 

Table 13 

Office of AIDS 
Expenditures and Funding Sources 

1985-86 through 1987-88 
'(dollars in thousands) 

Change 
Actual Est. Prop. From 1986-87 

Program 1985-86 1986-87 1987-88 Amount Percent 
Support 

Administration .................................................. $5,009 $2,576 $3,121 ·$545 21.2% 
Minority treatment and counseling ............ 600 600 
San Francisco General Hospital .................... 1,500 -1,500 -100.0 
Chaptered legislation 

Ch 23/85 (AB 488) ...................................... 2000' 2,000" 
Ch 767/85 (SB 1251) .................................... 1,550 b '51O b -510 -100.0 
Ch 1462/86 (AB 2404) ................................ 1,000 2,999 1,999 199.9 
Ch1463/86 (AB 4250) ................................ 3,000 3,050 50 1.7 --
Subtotals .......................................................... $6,559" $11,186 • $11,770" $584 5.2% 

Local assistance 
Information and education contracts .......... $4,808 $4,808 
Home health, attendant, and hospice 

projects ............................................................ ($1,000) 1,500 1,500 
Skilled nursing facility project ...................... 730 730 
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Cost -of-care study ........................................... .. 
Infonnation and education program 

evaluation ....................................................... . 
IV drug abuse project ..................................... . 
Health worker education and training ....... . 
Computerized AIDS network ....................... . 
Epidemiological surveillance 

Block grants to. counties ............................. . 
Special studies .............................................. .. 

Subtotals ...................................................... . 
Totals, state funds ................................... . 

Federally funded projects 
Surveillance and associated epidemiologi-

cal surveillance ............................................. . 
Health education and risk reduction (infor-

mation and education) ............................... . 
Alternative test sites ..... ; ................................. . 

Subtotals ..................................................... . 
Totals ...................................... : .................... . 

Funding sources 

General Fund ....................................................... . 
Federal funds ....................................................... . 
AIDS Vaccine Resource and Development 

Fund ............................................................... . 

200 

(150) (200) 
(400) 

(250) 
(60) 

2,200 
400 

$9,838 
$6,559 a $21,024 a 

$266 $600 

536 
1,454 317 

$1,720 $1,453 
$8,279 a $22,477 a 

2,200 
400 

$9,638 
$21,408 a 

$600 

536 
317 

$1,453 
$22,861 a 

-$200 

(-200) 

(-250) 
(-60) 

-$200 
$384 

$384 

$6,559 a $20,024 " $18,409" -$1,615 
1,720 1,453 1,453 

1,()()O 2,999 1,999 

-100.0% 

(-100.0) 

(-100.0) 
(-100.0) 

-2.0% 
1.8% 

1.7% 

-8.1% 

3()().0 

a These figures differ from the budget displays because the budget contains incorrect estimat~s of spend
ing under the alternative test sites program (Ch 23/85). 

b These amounts include funding for the home health, attendant; and hospice project, the IV drug abuse 
project, the infonnation and education evaluation, the cost-of-care study, health worker education 
and training, and the computerized AIDS network. 

AIDS Cases May Explode Among IV Drug Abusers 
We recommend that prior to budget hearings~ the Office of AIDS, with 

the assistallCe of the Department of Alcohol and Drug Programs~ provide 
the Legislature with specified information regarding how it will address 
the AIDS problem among intravenous (IV) drug abusers. 

As of November 1986,92 percent of the AIDS cases in California had 
occurred among homosexual or bisexual men. The next largest proportion 
of cases, just over 2 percent, have occurred among heterosexual intrave
nous drug abusers (IVDAs). The total percent of cases involving IV drug 
abuse-including cases among gay and bisexual IVDAs-is about 13 per
cent. IVDAs transmit the virus by sharing needles that are used to inject 
drugs. Once infected, they may also transmit the virus through sexual 
encounters or perinatal exposure. . 

Although the proportion of IVDA-related AIDS cases in relation to the 
total nuIilber of cases has been holding relatively steady andis at a fairly 
low level, there is some evidence to suggest that the AIDS virus is spread
ing rllpidly among these individuals. Over time, this will probably result 
in a greater proportion of AIDS cases due to IV drug abuse. The propor
tion may grow as large as on the east coast. IVDA-related AIDS cases 
account for 47 percent of the cases in New Jersey and 29 percent in New 
York. For additional information regarding IVDA-related AIDS cases, 
please see The 1987-88 Budget: Perspectives and Issues. 
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IV Drug Abusers Are An Elusive Group. Unfortunately, there is 
very little concrete information about the people who use IV drugs. 
Epidemiologists estimate that the total number of individuals who inject 
drugs in California may be as high as 500,000 statewide. This group is 
divided into two very distinct categories-those who inject drugsocca
sionally and those who are considered active addicts. The occasional users 
probably number about 300,000, are better educated, and are in a higher 
socioeconomic class than the active addicts. Of the remaining 200,000 
active addicts, about one-half are actually using IV drugs at anyone time. 
The other half are in treatment, in some type of remission, or incarcerated. 

Each of these user groups is at different risk for transmitting the AIDS 
virus. Because of their education and socioeconomic status, the occasional 
users will probably be reached through education targeted at the; general 
population. The 200,000 active addicts are at much greater risk for spread
ing the AIDS virus, for a number of reasons. For example, homeless addicts 
are isolated from much of the information disseminated about AIDS. In 
addition, each active addict injects far more times than an occasional user 
and is therefore at increased risk for spreading the AIDS virus. 

Table 14 displays characteristics of California's IVDA population, the 
statew

l 
i~e pOPdulation,and theTAh!DS chasebload. T~lebIIVDdA data rheflehct thE). I, I 

popu ahon un er treatment. IS is t e est aVaI a e ata on t e c arac-
teristics of actively addicted IVDAs. 

Table 14 

Population, In~ravenous Drug Abusers (IVDAs), and AIDS Cases 
in California 

By Race/Ethnicity and Sex 

Percent of 
Population 

White.......................................................... 67% 
Black .......................................................... 8 
Hispanic .................................................... 19 

Male............................................................ 49 
Female ...................................................... 51 

Percent 
of ''Actively 

Addicted" IVDAs 
51% 
12 
35 

62 
38 

Percent of AIDS 
Cases 

Heterosexuals 
42% 
32 
22 

82 
18 

All Cases 
79% 
9 

10 

98 
2 

Sources: 1980 census, 1985-86 California Drug Abuse Data System (Cal-DADS), and January 1986 Office 
of AIDS data. 

Comparisons of these data yield some interesting information about the 
potential course of the AIDS epidemic among different population groups. 
Table 14 suggests that: 

• Blacks and hispanics are overrepresented in the IVDA population 
relative to their representation in the population as a whole. Whites 
and females are underrepresented; . .. 

• While blacks and hispanics are not overrepresented among overall 
AIDS cases relative to their representation among the population as 
a whole, they are overrepresented among heterosexual AIDS cases. 

• The proportion of blacks among heterosexual AIDS cases is much 
higher than the proportion of blacks among the population or among 
IVDAs. This means that the virus is probably more widely distributed 
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in the black population than other populations; and that blacks will 
continue to represent a high proportion of AI.DS cases. . . 

• AIDS cases among hispanics may rise more rapidly than amongwhites 
or blacks, and AIDS cases among women may rise more rapidly than 
AIDS cases among men. This is because.in these groups their repre
sentation among IVDAs is much higher than among AIDS cases. 

In summary, the differences between the characteristics of heterosexual 
AIDS cases and IVDAs suggest that the explosion in lVDA-related AIDS 
cases will occur in black.s, hispaniCS, and women. This means that these 
groups also require special education regarding AIDS. 

What Are The State's Options For Addressing The AIDS Epidemic 
Among IV Drug Abusers? In essence,. the state has three options for 
attempting to curtail the spread ofinfection: 

• Stop IV drug abuse entirely through law enforcement or treatment. 
· .. This strategy has been attempted prior to the AIDS epidemic, with 

limited success. 
• Attempt to limit the total number. of injections per user. Re
sear~h has shown that, for the chronic user, methadone maintenance 
programs greatly reduce the ilUmber of injections per person. This 
strategy could also encompass providing education in an attempt to 
convert drug users to use of non-IV drugs. 

• Attempt to limit the number of unhygienic injections. This strat
egy could include educating individuals about the hazards of needle 
sharing, about the proper cleaning of needles if they are to be shared, 
or making clean needles more readily available to IVDAs. 

There is little evidence to show that any of these strategies works better 
than any other in reducing the spread of infection among IVDAs. In this 
situation, it makes sense for the state to (1) continue to monitor current 
programs andthe research occurring in other states and countries and (2) 
implement a multi-faceted approach that includes: 

• Education about the hazards of sharing needles and appropriate 
methods to clean needles. This. should be targeted to specific 
groups, including: 
-Addicts who are not receiving treatment. 
--:IVDAs in state prisons or county jails and work furlough programs. 
-Women. 
-Blacks and hispanics. .. 

• Education about safe sex, targeted both towards IVDAs and also to 
their sexual partners. This education must include information 
about AIDS and reproduction. 

• Testing for the virus. Alternative test sites provide testing for in
dividuals who wish to learn whether they have been exposed to the 
AIDS virus. Testing that is widely available for specific population 
groups may help to promote "safer:' behavior with respect to trans-
mitting the AIDS virus.. .. . .. .. 

• Treatment for IVDAs in order to reduce waiting lists. In addition 
to methadone maintenance slots, having additional treatment slots 
available for IVDAs in a variety of different modalities (such as inpa
tient or outpatient drug free) in order to reduce waiting lists may 
make sense because: . 
-Increased outreach to the IVDA community will generate addition
·al requests for all types of treatment. . . . .. 
~Having individuals in treatment better ensures that they will en-
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, gage in responsible behavior that will limit the spread of the AIDS 
virus. 

---.:.brug treatment programs are an ongoing place to educate people 
about the spread of the AIDS virus. 

What is the Office of AIDS doing about IVDAs? In the current 
year, the OA is funding: 

• A pilot project. This project attempts to reduce needle sharing 
and unsafe sexual practices among specific groups of IVDAs and their 
sexual partners. This contract ends in March 1987. 

• Information and education contracts. The OA estimates that 
$716,000, or 15 percent of its funding for information and education 
contracts, is targeted towards IVDAs ... 

• County block grants. The OA estimates that $539,000, or 25 per
cent, of the funds' distributed through block grants; are targeted to
wards IVDAs. 

The OA informs us that in 1987-88 it plans to target 25 percent of its 
funding for information and education contracts towards minorities. The 
portion of these funds related to IV drug abuse is unknown. The OA has 
not developed a. comprehensive plan to address the AIDS IV drug abuse 
problem. 

Due to the urgency of this problem and the difficulty in targeting this 
group, we recommend that prior to budget hearings, the OA, with the 
assistance of the Department of Alcohol and Drug Programs, provide the 
Legislature with a plan for a comprehensive strategy towards addressing 
IV drug abuse and AIDS. This plan should include, but not be limited to, 
the following: ., 

• What resources Within the OA and the Departments of Education, 
Alcohol and Drug Programs, Corrections, and Mental Health will be 
targeted towards IVDAs? In particular, what, if any, portion of the 
funds from the new federal drug bill will be available to address AIDS, 
both in terms of education and treatment? ., 

• What proportion of these resources will be targeted towards (1) re
search,. (2) information and education, and (3) treatment? 

• How will resources be targeted towards blacks, hispanics, and 
women? 

• How will OA educate these groups about reproduction and AIDS? 
• Will the OA make virus testing more available to minorities and 

women by' providing testing in places that are more accessible to 
them, such as drug treatment programs, public health clinics, and 
family planning or OB/GYN clinics? " 

AIDS Is Likely To Spread Rapidly Among Sexually Active Heterosexuals 
We recommend that prior to budget hearings~ the OA provide the Legis

lature with a plan to address the spread of the AIDS virus among sexually 
active heterosexuals. 

As infection with the AIDS virus spreads through IVDAs to the hetero
sexual population, those heterosexuals who are sexually a,ctive with many 
different partners are going to be at highest risk. for becoming infected. 
These sexually active individuals are currently at highest risk for contract
ing other sexually transmitted diseases (STDs). The Infectious Disease 
Branch of the DHS states that black and hispanic young adults are current
ly at highest risk for contracting STDs. 
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County public health clinics currently test for STDs, do contact tracing 
in order to track down and treat the sexual partners of those who are found 
to be infected with an STD, and provide education about STDs. These 
clinics could also provide similar services related to AIDS, although any 
contact tracing would have to be done on a voluntary basis. 

These clinics are appropriate places to reach these sexually active in
dividuals. Currently, by far the largest amount of AIDS education goes on 
in places geared toward the homosexual community. Education targeted 
towards the homosexual population is likely to be inappropriate for black 
and hispanic yOllth. 

The OA has not proposed any new funding to address this group of 
individuals, and it has not spearheaded any efforts to en(:!ourage counties 
to provide these services in their public health clinics. Because this group 
of individuals is at high risk for contracting AIDS,. we recommend that 
prior to budget hearings, the OA provide the Legislature with a plan for 
prevention among high-risk sexually active heterosexuals, particularly 
black and hispanic young adults. This plan should include, but not be 
limited to, the OA's interface with public health clinics and the potential 
impact of the AB 8 transfer to the counties on these services. 

AIDS Exemplifies Problems Inherent in Funding Community-Based Long-Term 
Care . 

We recommend that the California Medical Assistance Commission in
clude in its report on funding options for community-based long-term care 
services specified information about AIDS. 

Chapter 767, Statutes of 1985 (SB 1251), and the 1986 Budget Act re
quired the OA to fund a number of pilot projects that are designed to 
examine the effectiveness and cost of different methods of providing care 
for AIDS patients. These pilot projects focus on several different aspects 
of treatment: 

• Home health, attendant, and hospice care. 
• Treatment of IV drug abusers (IVDAs) with AIDS. 
• Cost of care in skilled nursing facilities (SNFs). 
• Overall cost of medical care for AIDS. 
The OA states that information developed under the pilot projects will 

become available in the budget year. Once the Legislature receives this 
information, it will be able to decide how to provide a configuration of 
services that makes sense for AIDS patients. 

The limited information already available indicates that providing ap
propriate alternatives. to acute care hospitalization might reduce the cost 
of care for AIDS patients. For example, one study found that care for AIDS 
patients is much less expensive in San Francisco than in other places, in 
part, due to the availability of out-of-hospital alternatives. 

When information from the pilot projects becomes available, the Legis
lature should be able to determine more precisely (1) whether providing 
additional nonhospital services would be cost-effective, (2) the types of 
services that should be provided, (3) how the additional services should 
be targeted, and (4) the effect on costs of providing these services. If the 
pilot lroject results confirm that additional nonhospital alternatives 
shoul be made more widely available for AIDS patients, the Legislature 
has at least four funding alternatives: 

• Continue to fund special projects for alternative services through the 
General Fund and medical services through Medi-CaJ. This in-
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eludes programs to expand use of existing nonhospital services such 
as skilled nursing facilities and In-Home Supportive Services (IHSS). 

• Provide grants to counties so that they can aSSeSS their own needs and 
provide an appropriate configuration of services . . For example,jn 
the current year, the California Department of Aging (CDA) desig
nated service enriched (SEED) comniunities in order to demonstrate 
long-term care service delivery systems for the elderly and disabled. 
These types of systems would also be appropriate for AIDS patients, 
because they involve services such as case management and In-Home 
Supportive Services. The Legislature could use the results from this 
program in order to provide counties or conimunities with guidelines 
for how to best serve AIDS patients. 

• Add personal care and case management as Medi-Cal benefits. 
Adding these two services to the range of benefits available through 
Medi-Cal would provide more alternatives to acute care hospitals and 
SNFs. Federal law allows targeting of case management benefits 
based on specific areas or populations. 

• Apply for a waiver of Medicaid regulations in order to pay for home
and community-based (HCB) services through Medi-Cal. To ob
tain a waiver, states must demonstrate that (1) the HCB services 
provide an alternative to acute care hospitalization and (2) the waiv
er would not increase Medicaid costs. 

Advantages and disadvantages of each of these options are presented in 
Table 15. . . . . 

Table 15 

Advantages and Disadvantages of Options for 
Funding -Non hospital Services for AIDS Patients 

Option 
1. Special projects 

2. Local block grants 

3. Add personal care and case 
management as Medi-Cal bene
fits 

Advantage 
Enables targeting of services 

Local control and flexibility 

Makes federal Medicaid 
funds available for some ad
ditional home- and com
munity-based services 

Treats AIDS patients similar
ly to other people needing 
the same services 

Disadvantage 
Nonmedical serVices would 
be 100 percent General 
Fund supported 

May result in differences in 
service availability among 
regions 

Nonmedical services would 
be 100 percent General 
Fwid supported 

May result in differences in 
service availability among 
~egions 

These benefits do not easily 
facilitate service utilization 
control 
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Makes federal Medicaid 
funds available for a full 
range of home- and com
munity-based services 

Potentially cumbersome and 
lengthy application process 

En;lbles targeting of services Treats AIDS patients differ-
and better control of utiliza- ently from other people 
tion needing the saine services 

. In The 1987-88 Budget: Perspectives and Issues we recommend that the 
California Medical Assistance Commission evaluate the advantages and 
disadvantages of a variety of options for financing and organizing Califor
nia's long-term care delivery system. Because AIDS should be included as 
part of,ralher than separately from, any decisions made about the health 
care delivery system as a whole, the report we recommend from CMAC 
requests information about how these different service delivery options 
would affect individuals with AIDS. For these recommendations, please 
see our discussion of long-term care funding options in The 1987-88 
Budget: Perspectives and·Issues. 

AIDS Funds Should be Transferred to Local Assistance 
We recommend that $600,000 be transferred from support to local assist

ance to properly reflect the character of this expenditure. (Transfer $600,-
000 from Item 4260-001-001 to Item 4260-111-001). 

The departmentproposes to include in the support item (4260-001-001) 
$6()O,000 for AIDS minority treatment and counseling contracts. This type 
of expenditure is more appropriately budgeted in the local assistance item 
(4260-111-001) than in the support item and would enable the Legislature 
to track funding more accurately. Accordingly, we recommend thatthe 
AIDS funds be budgeted in the local assistance item. 

D. PREVENTIVE MEDICAL SERVICES 
Statutory Funds Available to Reduce Budget-Year Appropriations. 

We recommend thai the Legislature (l) delete $87,000 requested from 
the General Fund for the Childhood Lead Poisoning Prevention program 
in 1987-88 and (2) reappropriate the same amount/rom funds made avail
able by Ch 481186 because such funds could be used to offset General 
Fund program costs in the budget year. 

The budget proposes $275,000 from the General Fund to implement Ch 
481/86, which requires the department to establish a program for screen
fngchildren for elevated blood lead levels and provide medical follow-up 
and environmental improvements. The act requires the department· to 
screen children during the period July 1, 1987 to October 1, 1988 and to 
submit a report to the Legislature by January 1, 1989. The legislation 
appropriated $175;000 specifically to fund first-year costs of the program. 

The department proposes to implement the lead screening program in 
the current year but had not contracted for services at the time this 
analysis was written. The department does not propose to begin actual 
field screening of children until January 1988.·Consequently, the program 
is approximately six months behind the schedule anticipated in the legisla-
tion. . . 

Our analysis indicates that the department's current timeline for imple
menting the program means that in the current year, it will need approxi
mately one-half of the statutory funds made available to support first-year 
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costs of the program. Thus, $87,000 of funds appropriated in the current 
year will be available to support the budget-year operations of the Child
hood Lead Poisoning Prevention program. For this reason, we recom
mend (1) a reduction of $87,000 in the amount budgeted from the General 
Fund and (2) reappropriation of funds originally made available by Ch 
481/86 to support costs of the program in the budget year. 

Governor's Council on Fitness and Health Does Not Measure Up 
We recommend that the Legislature reject the administration's proposal 

to establish a state-level council on physical fitness and health because the 
department has failed to justify it, for a General Fund savings of $88,000. 
(Reduce Item 4260-001-001.) 

The budget requests $88,000 to establish a I5-member council on physi
cl:)l fitness and health. Council members would be appointed by the Gov
ernor and would be charged with the responsibility of promoting a health 
status report card being developed by the department for use in schools. 
The health status report card is proposed to be a tool for schools and 
communities to use in improving the physical fitness and healthofschQol
age children. Council staff would consist of a part-time clerical and a 
part-time health educator. 

Our analysis indicates that the program is not warranted for two rea
sons. First, the President's Council on Physical Fitness and Sports 
(PCPFS) already exists at the national level. The PCPFS is charged with 
similar goals and objectives to those being proposed for the Governor's 
council and provides outreach services to school districts and communi
ties. Thus, this program would duplicate services already provided at the 
federal level. Second, the department has been unable to generate a 
significant demand for voluntary participation in the health status report 
card program at the local level. The department indicates that only six 
counties have indicated interest in the program. 

Because the department has been unable to provide any evidence that 
this program will further its stated goals-improving the physical fitness 
and health of school-age children-we recommend that the proposal be 
rejected for a General Fund savings of $88,000. 

Report Overdue on Birth Defects· Monitoring Program Budget 
We withhold recommendation on $3,247,000 for support of the Birth 

Defects Monitoring program pending receipt of budget detail due to the 
Legislature November 1, 1986. 

The budget proposes $3.2 million for support of the Birth Defects Moni
toring program in 1987-88. This amount is $368,000, or 13 percent, more 
than estimated current-year expenditures. 

The Birth Defects Monitoring program is designed to track the inci
dence of birth defects and determine which environmental factors cause 
these defects. In order to track birth defects accurately, the department 
gathers data from a variety of sources so that all defects, some of which 
may not be evident until more than a year after birth, are detected. In the 
current year, the monitoring program is expanding from operating in 16 
counties to operating in 37 counties. . 

The Supplemental Report of the 1986 Budget Act required the depart
ment to provide the Legislature, by November 1, 1986, a complete budget 
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for the program in the current year. Specifically, the budget detail was to 
inclucle: 

• An accounting of program personnel by classification. 
• Scheduled equipment purchases. 
• A list of contractual services to be provided to the program. 

The reporting requirement was directed by the Legislature because the 
program had employed inconsistent budgeting practices during several 
years of rapid expansion. .. .• 

At the time this analysis was written, the required budget report had not 
been submitted to the Legislature. Without this information, our ability to 
thoroughly review program expenditures in the current year and program 
needs in the budget year is severely limited. For instance, we are unable 
to determine whether (1) the growth in program expenditures is justified 
or (2) the program is budgeting its base funding efficiently. Consequently, 
we Withhold recommendation on $3,247,000 contained in the budget for 
support of the Birth Defects Monitoring program· pending receipt and 
review of the required report. .. 

AdministrCltion FCliis to Provide Timely InformCltion on Proposed ProgrClm 
ExpClnsion 

We withhold recommendation on $2,657,000 from the General Fund 
proposed for the.expansion of the cancer registry program because the 
administration failed to provide the information necessary to evaluate the 
proposal in a timely manner. 

The budget proposes a General Fund augmentation of $2.7 million in 
order to expand the state's cancer registry. The department currently 
collects data on the incidence of cancer in 33 California counties. The 
cancer registry is designed to track the incidence of cancers in order to 
determine whether environmental factors are causing them. 

Chapter 841, Statutes of 1985 (AB 136), requires the department to 
expand the registry statewide with the final phase of expansion occuring 
in 1988-:89. The 1987--88 budget reflects the second year of the expansion 
program. 

We were unable to complete our review of this budget proposal by the 
time this analysis vvas prepared, because the administration did not submit 
information in a timely maImer concerni:rig the particulars of how the 
expansion will be implemented. Therefore, we withhold recommendation 
on $2,657,000 from the General Fund proposed for the expansion of the 
state's cancer registry. 

ProposClI to EliminClte CClI-OSHA Affects Public HeCllth Funding Needs 
We withhold recommendation on (1) $1,312,000 proposed for support 

of the Hazard Evaluation System and Information Service and (2) $1,576,-
000 proposed for support of laboratory services, pending decisions by the 
Legislature concerning continued funding of the California Occupational 
Safety and Health Act (Cal-OSHA) program. 

The Governor's Budget proposes to eliminate most of the Cal-OSHA 
. enforcement program. (Presumably, these enforcement responsibilities 
would be assumed by the federal government, which partially funds the 
program.) Cal-OSHA regulates worker health and safety through inspec
tions of workplaces and enforcement actions against employers who sub
ject workers to unsafe or unhealthful conditions on the job. The 
Department of Health Services (DHS) provides certain support services 
to the Cal-OSHA program, including (1) administration of the Hazard 
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Evaluation System and Information Service (HESIS) and (2) laboratory 
analysis of air and chemical samples collected at work sites. Both HESIS 
and laboratory analyses are funded through reimbursements from the 
Department of Industrial Relations (DIR), which administers the Cal
OSHA program. 

HESIS. HESIS provides information to employees, employers, and 
medical practitioners concerning potentially dangerous conditions or ex
posures to- toxic substances at the workplace. The program operates a 
telephone response system to provide confidential answers to individuals' 
questions concerning occupational hazards. In addition, HESIS provides 
recommendations to the Cal-OSHA program and the Department of Food 
and Agriculture concerning the need for new or revised occupational 
health and safety standards. _ 

The budget proposes $1.3 million from reimbursements for the HESIS 
in 1987-88. This is $330,000, or 34 percent, more than estimated current
year expenditures. The department states that this increase is necessary 
in order to allow it to perform work up to the level anticipated in the 
interagency agreement between the DHS and the DIR. 

Laboratory Services. The budget proposes $6.3 million for support 
of the Air and Industrial Hygiene Laboratory and the Southern California 
Laboratory in 1987-88. Of this amount, the DHS projects that $1.6 million 
-or 25 percent of total funding for both laboratories-will come from 
reimbursements from the Cal-OSHA program. This amount is approxi
mately equal to current-year estimated reimbursements from Cal-OSHA. 

Our analysis indicates that, in light of the Governor's Budget proposal 
to eliminate most of the Cal-OSHA program, (1) the proposal to increase 
DHS reimbursements for HESIS is Fremature and (2) laboratory services 
may be significantly overbudgeted. Therefore, without prejudice to the 
merits of the proposals, we withhold recommendation on reimbursements 
of $1,312,000 in the HESIS program and $1,576,000 requested for support 
of laboratory services pending a decision by the Legislature on the merits 
of the Governor's proposal to eliminate the Cal-OSHA program. 

E. ENVIRONMENTAL HEALTH AND LABORATORY SERVICES 
Sanitary Engineering Branch and the Clean Drinking Water Program 

The Sanitary Engineering Branch (SEB) has responsibility for the 
state's clean drinking water program. The clean drinking water program 
seeks to ensure that water "out of the tap" is clean and free of harmful 
concentrations of chemicals, regardless of the quality of the source of the 
drinking water. This is accomplished through (1) water quality monitor
ing and inspections of water systems, (2) development of standards for 
potentially harmful chemicals detected in drinking water, (3) investiga
tionsof and enforcement actions against water systems that violate the 
standards, and (4) writing of permits for water systems to use various 
treatment technologies aimed at producing. clean water for customers. 
The branch is aided by the Sanitation and Radiation Laboratory and the 
EpidemiologiGal Studies Section in carrying out its responsibilities to safe-
guard clean drinking water. . 

The majorincreases in program support proposed for 1987-88 include 
(1) $338,000 from the Hazardous Waste Control Account to investigate 
chemical contamination of drinking water at toxic waste sites and (2) 
$111,000 in special funds to implement the Water Treatment Device Cer~ 
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tification program required by Ch 1247/86 (SB ~119). . 
We rec?mm~ndapproval ofthe proposal to implement SB 2119 require

ments. Dlscusslon of the other proposal follows. 

Budget Proposes Duplicative and Unnecessary Services· 
We recommend It reduction of $338,000 from the Hazardous Waste 

Control Account for support of toxic chemical contamination inspections 
by the Sanitary Engineering Branch and the Sanitation and Radiation 
Laboratory because this proposal is likely to result in duplication of effort. 

The budget proposes t6 increase staffing in the clean drinking water 
program by (1) 5.5 positions in the Sanitary Engineering Branch to inves
tigate chemical contamination of drinking water associated with site miti-. 
gation efforts at toxic waste sites and ensure that proper permitting of 
treatment devices occurs and (2) 1 position in the Sanitation and Radia
tion Laboratory to provide laboratory support to these investigations. Ta
ble 16 shows the activities for which these positions are requested. 

Table 16 

Proposed Work Plan for 
Investigations of Toxies in Drinking Water 

1987-88 

Activity Positions 
Sanitary Engineering Branch 

Assist water board in investigating groundwater contamination .................................................... 1.4 
Develop sampling plans to support site mitigation efforts ................................................................ 1.4 
Review and comment on site mitigation plans ................................................... , .......... , ...... ,.............. 0.9 
Evaluate treatment specifications, issue permits, and monitor contracts .... :................................. 1.1 
Participate in public meetings, hearings, and notifications ................................................ , ............ ; 0.1 
M~ageprojects, prepare reports, public and media contact ............. ::.:......................................... 0.6 

Subtotal ........................................... :.:.......................................................................................................... 5.5 
Sanitation and Radiation Laboratory 

Conduct laboratory analyses and maintain quality assurance .......................................................... 1.0 

Total ............................................................................................................................................................ 6.5 

Inreviewing this proposal we identified the following problems: 
1. Potential for Duplication of Effort. Both the Toxic Substances 

Control Division (TSCD) within the department and the State Water 
Resources Control Board have resources dedicated to mitigating the ef
fects of toxic waste disposals and discharges that could and I or do affect 
groundwater and drinking water supplies. The TSCD has primary respon
sibility for overseeing state and private efforts to clean up toxic waste sites; 
the board is often involved in these efforts as well. Our review of the list 
of activities proposed for the Sanitary Engineering Branch and the Sanita
tion and Radiation Laboratory indicates that the budget proposes activi-· 
ties within the clean drinking water program which are already the 
responsibility of the board or the TSCD. For example: 

• Tl;1e board is responsible for analyzing and characterizing contaminat
ed groundwater sites to determine (1) the extent of the contamina
tion and (2) the parties responsible for the contamination . 

• The TSCD is responsible for the development and oversight of feasi
bility assessments and site mitigation plans, including the evaluation 
of treatment technologies to effect a satisfactory solution to the con
tamination problem; the board is involved in this process where 
groundwater contamination has occurred. 
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• Th~ TSCD has project managers and community reiations and public 
information personnel who lead public meetings, manage projects, 
and plan media and community contacts regarding toxic waste sites. 

2. Workload Not Clearly Substantiated. In 1985-86 the .sanitary En
gineering Branch devoted approximately 3.5 personnel~years to activities 
related to toxic waste sites. Our evaluation of (1) the extenUo Which these 
personnel~years were essential to site mitigation efforts artd (2). the likeli
hood that such work will increase in 'the future is hampered, hqwever, 
because the workload data provided and the tracking system empl()yed by 
the branch do not specify the actual' activities in which the. branch par
ticipated; all assistance given to the board and the TSCD is reported in one 

. category. 
3. No Formal Coordination with Lead Agency. , According to staff of 

the TSCD and the Sanitary Engineering Branch, no formal agreement 
exists as to how and when sites should be referred to the branch for 
evaluation or participation. Until a policy is developed with the lead unit 
(TSCD) establishing a continuing role for the branch in cleanup activities 
at hazardous waste sites, we are unable to evaluate (1) the level of re
sources necessary for the branch to carry out essential activities at these 
sites and (2) the extent to which the role of the branch offsets resource 
needs at the TSCD or the water board. 

Our analysis indicates that, because of the lack of a formal process for 
referral of sites to the SEB for evaluation, the budget proposal is likely to 
result in duplication of effort. Moreover, the' absence of such a process 
coupled with sketchy historical workload data leaves us without a basis for 
making an independent assessment of the necessity of branch involve
ment in the hazardous waste site mitigation process. Therefore, we recom
mend that the proposal be rejected at this time, for a savings to the HWCA 
of $338,000. 

Greater Coordination Needed with Water Board in Developing Standards 
We recommend that the Legislature direct the Sanitary Engineering 

Branch and the State Water Resources Control Board to adopt a coordinat
ed policy for assessing the feasibility of implementing treatment standards 
and discharge requirements for achieving clean water. 

California does not have an integrated program for regulating both 
discharges to and treatment of drinking water. The State Water Resources 
Control Board (SWRCB) and the regional water quality control boards 
(RWQCBs) regulate discharges to water by issuing permits specifying the 
quantity, if any, of a particular substance that can be disposed to water. 
The Sanitary Engineering Branch regulates the quality'of drinking water 
by specifying maximum contaminant levels (MCLs) and imposing treat
ment requirements on, water systems. 

The process for developing MCLs consists of two basic steps. Specifi-
cally, these are: , 

1. The Epidemiological Studies Section assesses the acute and chronic 
effects of the chemical. This assessment is used to, develop an "action 
level"-the concentration level at which no adverse health effects are 
anticipated. Action levels are notformal regulations but perform an advi
sory function. 

2. The Sanitary Engineering Branch evaluates the. feasibility of imple
menting treatment technologies. The Sanitary Engineering Branch as-
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sesses (a) the extent to which water systems can achieve action levels 
through application of existing treatment technologies and (b) the eco
nomic feasibility of requiring water systems to employ appropriate treat
ment technologiEls. If the SEB determines that it is technologically or 
economically infeasible for water systems to achieve action levels, the 
action level is modified. A modified action level allows a greater concen
tration of the chemical.contaminantin the water than has been assessed 
by the ESS to have no adverse health effects. The action level modified 
by a~y technological or economic feasibility considerations is adopted in 
regulation as an MCL. ... 

Our review of the standards development program indicates that this 
process for developing drinking water standards is based on the ability of 
water systems to treat water. It does not assess the extent to which action 
levels could be achieved feasibly through limitations on discharges. It is 
possible that, in some cases where the branch has adopted MCLs that are 
higher than action levels based on its treatment feasibility assessment, 
reduced concentration levels could be achieved through the imposition of 
both treatment requirements set by the branch (MCLs) and revised dis
charge requirements set by the SWRCB. Consequently, we recommend 
that the Legislature direct (1) the branch to adopt a formal policy for 
sharing information with the board concerning any modification of action 
levels prior to adoption as MCLs and (2) the board to assess the feasibility 
of achieving the unmodified action level through new or revised discharge 
requirements. The following supplemental report language would accom
plish this: 

"The Department of Health. Services, in cooperation with the State 
Water Resources Control Board, shall develop and implement a plan for 
coordinating the drinking water standards and discharge permit pro
grams in order to ensure the greatest level of protection to human 
health which is feasible to attain. The plan shall be submitted to the 
policy committees, fiscal committees, and Joint Legislative Budget 
Committee on or before October 15, 1987." 

Safe Drinking Water and Toxic Enforcement Act of 1986 (Proposition 65) 
In November 1986, the voters passed Proposition 65, the Safe Drinking 

Water and Toxic Enforcement Act. The act (1) modifies public- and pri
vate-sector responsibilities for ensuring a safe drinking water supply in the 
state and (2) requires that businesses infprm individuals of possible expo
sures to hazardous substances;· 

The major intent of the act is to: 
• Protect the state's sources of drinking water against contamination by 

chemicals that cause cancer, birth defects, or other reproductive 
harm. 

• Require that individuals be warned of a possible exposure to chemi
cals that may cause cancer or reproductive toxicity. 

The key features of Proposition 65 are as follows: 
1. The State Must Compile an Annual List of Chemicals. Proposi

tion 65 requires the state to publish a list, by March 1, 1987, of chemicals 
known to the state to cause cancer or reproductive toxicity. The list must 
include (a) those substances identified as hUman or animal carcinogens by 
the International Agency for Research on Cancer and the National Tox
icology Program and (b) chemicals that are regulated as carcinogens by 
the state's Occupational Safety and Health Act program. At a minimum, 
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the initial list will include at least 250 chemicals, and could include as many 
as '1,200. ' 

The measure also requires the state to publish, beginning in 1989, a 
separate list of chemicals that are required by the state or federal govern
ment to be tested for cancer or reproductive toxicity but that have not 
been adequately tested. Both lists must be revised annually. 

2~ • Private Businesses May Not Discharge Listed Chemicals to Sources 
of Drinking Water. Proposition 65 prohibits the discharge or release' 
of liny listed chemical to (a) any source of drinking water or (b) onto la,nd 
or air where it might subsequently migrate to a source of drinking water, 
unless the business can prove that the chemiCal will not cause harmful 
health effects. 

3. Discharged Chemicals are Presumed to be Hazardous to Health. 
Prior to passage of Proposition 65, the burden of proof typically was on 
government and parties in litigation to prove that a chemical or reproduc
tive toxin was unsafe. The measure shifts the burden of proof to business 
to establish that no harmful health effects are likely to occur from a release 
of a'toxic chemical. A business must prove that (a) "no significant risk?' 
of cancer exists assuming lifetiine exposure to the chemical in question at 
the discharge concentration and/or (b) exposure to a listed chemical 
would have "no observable effect" on human reproduction at 1,000 times 
the discharged concentration. 

4. Businesses Must Give Clear and Reasonable Warning of Exposure. 
The measure requires persons using a listed chemical to give "clear and 
reasonable warning" to anyone who may potentially be exposed to the 
chemical. Warningcanbe provided by such methods as labels on con
sumer products, notice by mailing, posting of notices, and notice to news 
media. 

5. Public Agencies and Others are Exempt from Discharge Prohibitions 
and Warning Requirements. Proposition 65 exempts from the dis
charge prohibitions and the warning requirements (a) local, state, or 
federal governmental entities, (b) public water systems, and (c) busi
nesses with fewer than 10 employees. 

6. Individuals May Seek Enforcement in the Courts. The measure 
allows any individual to bring action in court for enforcement of the act 
in instances where no agency has commenced prosecution of the dis
charge or warning violation within 60 days after the first notice' of the 
violation. The burden of proof is on the business discharging the chemical 
to prove the chemical does not pose a threat to the public. 

7. Public Employees Must Provide Information to Local Officials. 
The act requires certaill government employees to provide information 
relating to illegal or possibly illegal discharges or face possible criminal 
penalties. Designated government employees must disclose this informa
tion to the board of supervisors and the local health officer of the county 
in which the discharge occurs., The local health officer receiving such 
information must notify local news media and make the information avail
able to the public without, delay. 

8. Violators Must Pay Increased Penalties. Proposition 65 increases 
the fines for the illegal disposal of hazardous waste. . 
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What Will Be the Role of the State? 
We recommend that the administration report during budget hearings 

on its plan for implementing Proposition 65. -
It is not possible at this time to predict what the effects of Proposition 

65 will be, because much of the measure will take on concrete meaning 
and legal force only when it is interpreted through the regulatory, legisla
tive, and/or judicial processes. The proposition imposes few new -man
dates on the state; most of the key provisions of Proposition 65 are 
discretionary as regards state regulatory action and enforcement. 

Minimum Requirements of the State. At a minimum, the state must 
(1) publish annual lists of chemicals known to the state to cause cancer or 
reproductive toxicity, (2) publish a list of chemicals that require testing, 
(3) designate a lead agency for implementing the measure, and (4) in
form designated government employees of their responsibilities. Beyond 
these minimum requirements, the state could adopt a more active role in 
implementation and continuing regulation of the measure's require
ments. 

Options for Greater State Participation. Other activities that must 
be accomplished, either by state administrative agencies, enactment of 
legislation, or by the courts, include: 

• Clarification of terms used in the measure. For example, terms that 
need clarification include (1) illegal discharge, (2) significant risk, (3) 
reproductive toxin, and (4) employee. 

• Establishment of protocols for determining whether a significant risk 
to health exists in various circumstances. 

• Establishment of a basic system for enforcement. 
Our analysis indicates that state agencies already have varied scientific, 

technical, and regulatory expertise in (1) determining public health risks 
from chemical exposures and (2) monitoring water quality and regulating 
chemical discharges to water. Consequently, at the very least, state regula
tory agencies should be involved in the development of (1) workable 
definitions for key terminology used in the proposition and (2) scientific 
protocols for determining the risk to health of exposure to various chemi
cals. Such participation would ensure consistent statewide implementa
tion of the discharge and warning requirements and would provide 
essential information to the courts in making enforcement decisions. 
Beyond this level of involvement, the state could develop new-or con
solidate existing-regulatory programs for ongoing monitoring and en
forcement of the terms of Proposition 65. 

Current Status of Implementation. At the time this analysis was 
written, the administration had designated -the Health and Welfare 
Agency as the lead agency for implementing Proposition 65. and had 
begun planning for its implementation. No details of the administration's 
plans, however, were yet available. The Legislature needs detailed infor
mation frOIn the administration before it can determine (1) the extent to 
which the administration's plans are appropriate, (2) the level of state 
support necessary to implement the measure, or (3) the need for clarify
ing legislation. Consequently, we recommend that the administration re
port during budget hearings concerning its plan for implementing 
Proposition 65. This report should include, but not be limited to, the 
following information: 

• A specific plan for implementation of the requirements. that the meas
ure places on the state. This plan should include (1) a list of the 
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agencies involved in meeting each requirement and (2) key interim 
target dates for meeting the measure's deadlines. ' 

• A timetable for development and adoption of regulations defining key 
terms and clarifying requirements under the measure. This timetable 
should include the administration's plan for developing protocols for 
determining significant risk. 

• Detail concerning the monitoring and enforcement presence that the 
administration plans for state administrative agencies. 

• A review of current programs and resources, by department, which 
can be used for monitoring and enforcement activity related to the 

. proposition. 
• Detail concerning state administrative costs associated with im

plementation and the administration's. plan for funding these costs . 

. 4. TOXIC SUBSTANCES CONTROL 
A. OVERVIEW 

The Toxic Substances Control Division regulates hazardous waste man
agement, cleans up sites that have been contaminated by toxic substances, 
and encourages the development of treatment and disposal facilities as 
alternatives to waste disposal onto land. , 

Table 17 displays the expenditures and funding sources for the toxics 
division in the prior, current, and budget years. 

Table 17 
Toxic Substances Control Division 
Expenditures and Funding Sources 

1985-86 through 1987-88 
(in thousands) 

Expenditures 
Support "",,,,,,,,,,,,,,,,,,,,,.,,,,.,, .. ,, ... ,,.,, .. ,, ... ,,.,,,,,,, 
Special projects ......... " ... " ....................... "' ...... . 

Totals .............. "."" .. " ......... "".................... . 

Funding sources 
General Fund ...... " ... ".""." .. " ......................... 
Hazardous Substances Cleanup Fund ........ 
Hazardous Waste Control Management " 
Hazardous Waste Management Planning 

Subaccount ....... " .. " ..................... , ........... " 
Hazardous Substance Account .................... 
Hazardous Substance Site Operations and 

Maintenance Accounl •.... ; ...................... 
Hazardous Waste Injectiqn Well Account 
Superfund Bond Trust Fund ........................ 
Federal funds .............. " .. "." .............. "' .......... 

a Not a. meaningful figure. 

Actual 
1985-86 
$59,544 

448 

$59,992 

$34,343 
4,277 

15,868 . 

225 

-8,977 
14,256 

Est. 
198&87 

$69,760 
32,605 

Prop. 
1987-88 
$102,914 

32,605 

$102,365 . $135,519 

$14,400 
9,534 $48,979 

22,204 28,130 

7,(}()() 
16,860 13,527 

1,100 59 
120 

.1,241 967 
36,906 36,857 

Change 
From 1986-87 

Amount Percent 
$33,154 47.5% 

$33,154 32.4% 

-$14,400 -100,0% 
39,445 413.7 
5,926 26.7 

7,(}()() NMF a 

--'3,333 -19.8 

-1,041 -94.6 
-120 -100.0 
-274 -22.1 
-49 -0.1 
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The budget proposes expenditures of $135.5 million (all funds) for the 
toxics division in 1987-88, including expenditures for program support and 
special projects. This is an increase of $33.2 million, or 32 percent, above 
estimated current-year expenditures. The increase consists primarily of 
(1) projected increases in expenditures from bond funds for site charac
terization and cleanup and (2) increases in staff and contract support for 
various ongoing programs of the division. 

The budget proposes a total of 807 positions for the divisioiffn 1987-88, 
which is an increase of 245.8 positions above the 1986-87 authorized staff
ing level. This increase reflects the budget's request for 221.8 new posi
tions for site mitigation and support of hazardous waste management 
activities, and the transfer of 24 positions for various overhead functions 
from other departmental units. 

Table 18 displays the changes proposed in the toxics division support 
budget for 1987-88. The net increase of $33.2 million results from $18.2 
million in baseline adjustments and $15 million in new program proposals. 

Table 18 

Toxic Substances Control Division 
Proposed 1987-88 Budget Changes 

(dollars in thousands) 

Positions 
1986-87 expenditures (Budget Act) .................................. ;..................... 561.2 
Baseline adjustments, 1986-87 

1. . Statutory appropriations ....................... , ........................................ .. 
2. :Oebt service for bond funds .......................................................... . 
~. Transfer of functions from other departmental units .......... .. 
4. Adjustments of pro rata and SWCAP ........................................ .. 
5. Miscellaneous personal services adjustments .......................... .. 
6. Unexplained adjustments ........... : ................................................... . 

1986-87 expenditures (revised) ................................................................ 561.2 

Baseline adjustments, 1987-88 
1. Carrycover· of bond funds .... , ....................................................... .. 
2. Adjustment to pro rata .................................................................. .. 
3. Full-year costs of delayed hirings ............................................... . 
4. Increased costs of the Board of Equalization .......................... .. 
5. Transfer of functions from other departmental units ............ 24 
6. Decrease in bond debt service.: ................................................... . 
7. Reduction for one.-time purchase of trucks ............................ .. 
8. Miscellaneous personal services adjustments .......................... .. 
9. Federal funds reduction ................................................................ .. 

10. Elimination of statutory appropriations 
a. Ch 1508/86 .... ; ............................................................................. .. 
b. Ch 1044/83 .................................................................................. .. 
c. Ch.1439/85 .................................................................................. .. 
d. Ch 1428/85 .................................................................................. .. 
e. Other statutory appropriations .............................................. .. 

. ··11. Unexplained adjustments ............................................................... . 

Subtotals ...................................................... ,......................................... 24 

Program change proposals: 
1. New statutory appropriations 

a. Local hazardous waste management planning .................... 13 
b.· Implementation of land disposal restrictions ............... ,...... 6.8 
c. Other statutory appropriations ....... ;........................................ 8 

2. Increase permit staff........................................................................ 68.3 
3. Increase inspection and enforcement staff ................................ 13.1 

Amount Fund a 

$41,775 Various 

20,805 Various 
6,241 Various 

936 Various 
596 Various 

-192 Various 
-401 Various ---

$69,760 Various 

$37,208 HSCF 
1,274 Various 

572 Various 
457 HWCA 
172 Various 

-274 HSCF 
-267 Various 

249 Various 
-49 Federal 

1,000 General 
-1,100 HWSOMA 
-5,000 HSCF 

-12,880 General 
-695 Various 
-485 Various 

$18,182 Various 

$7,444 Various 
804 HWCA 

61 .. HWCA 
1,499 HWCA 

504 HWCA 
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4. Increase 'site mitigation staff.......................................................... 40 
5, Increase ability to demonstrate and disseminate new tech-

nologie~ ......... ;.'. ............................................................... ;.................... 13.6 
6. Reduce backlog of waste classification requests .................. :... -6 
7. Enhance technical reference center .................................. ;....... 1 
8. Increase community relations and public information staff.. 19.5 
9. Increase. regional office and headquarters clerical and ad-

ministrative support .................... ........ ........ ............ ........................ 32.5 
10. Miscellaneous salary and benefits adjustment for new posi-

tions .................................................................................................... .. 

" Subtotals ................................................................................................ 221.8 

~987-88 expenditures (proposed) ............................................................. 807.0 
Change from 1986-87 (revised) 

Amount ................... ,.................................................................................. 245.8 
Percent ....... :~ ........................................................................ ;:.; .. i ... ;.... ...... 43.8% 

a HSCF-Hazardous Substance Cleanup Fund 
HWCA-Hazardous Waste Control Account 
HWSOMA-Hazardous Waste Site Operations andjvlaintenance Account 
HSA-Hazardous Substance Account 
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1;023 HSCF 

1,048 Various 

269 HWCA 
148 HWCA 
783 Various 

1,483 Various 

-94 Various 

$14,972 Various 

$102,914 Various 

$33,i54 
47.5% 

New program initiatives proposed for the budget year provide for im
plementation of legislation, as well as departmental proposals to 
strengthen the division's existing programs. Major l~gislation that is ad
dressed in the 1987-88 budget includes: 

• Local and State Hazardous Waste Facility Site Planning. Cha,pter 
1504, Statutes of 1986 (AB 2948) , provides for a process of planning by 
local governments for the management of hazardous wastes. Chapter 
1502, Statutes of 1986 (AB 650), provides for a companion planning 
process on the part of the state. The department proposes to adminis
tratively establish 13 positions in the current year to implement these 
acts. The budget proposes a total of $7.4 million for the ongoing sup
port of planning activities in 1987-88. Of this amount, $7 million would 
be appropriated from Outer Continental Shelf Funds transferred to 
the Hazardous Waste Control Account (HWCA) by Chapter 1504, 
and the remainder is proposed to be appropriated from other HWCA 
funds. 

• Ban on Land Disposal of Untreated Hazardous Wastes. Chapter 
1509, Statutes of 1986 (SB '1500), strengthens federal bans on land 
disposal as they apply to the disposal of untreated hazardous wastes 
in California. The budget proposes approximately $774,000 from the 
HWCA to support 6.5 positions and increased contract funds to de
velop treatment standards and certify alternative technologies for 
treating and disposing of hazardous wastes. 

In addition to new legislation, other augmentations to the budget in
clude: 

• Site Mitigation Staff Increase. The budget proposes an augmenta
tion of 40 positions and $1 'million from bond funds for site mitigation 
activities in 1987-88. These positions would be hired in phases during 
the budget year and represent ongoing full-year costs of approximate
ly $2 million. 

• Hazardous Waste Management Augmentations. The budget pro
poses augmentations totalling $2 million from the HWCA in the 
budget year to increase (1) permitting staff by 68.3 positions ($1.5 
million) and (2) surveillance and enforcement staff by 13.1 positions 
($504,000). These positions would be hired beginning January 1, 1987. 
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They represent ongoing full-year costs of approximately. $4 million; 
• Clerical and Administrative Support Augmentations. The budget 

contains various proposals to increase clerical and administrative sup
port to the regions and headquarters operations by 32.5 positions at 
a total cost of $1.5 million from the HWCA and bond funds. 

B. DIVISIONWIDE ISSUES 
Division Should Evaluate Staffing Levels for Headquarters, Overhead, and 
Oversight Functions 

We recommend that the Legislature adopt supplemental report lan
guage directing the division to develop criteria for evaluating future needs 
for headquarters and oversightpersonneJ. 

The Toxic Substances Control Division is divided into the following four 
program areas: (1) site mitigation, (2) hazardous waste management, 
including permitting, inspection, and enforcement, (3) alternative tech
nology development and dissemination, which supports both site mitiga
tion and hazardous waste management, and (4) divisionwide 
administrative functions. Activities within these program areas are carried 
out by three regional offices, which perform site mitigation and hazardous 
waste management functions, the Altern!;ltive Technology Section, and 
the headquarters office. 

After reviewing the organizational structure and staffing levels 
proposed for various activities in the current and budget years, we have 
several general concerns regarding the division's proposed distribution of 
personnel. First, the budget proposes to dedicate a very high percentage 
of staff to program direction and oversight compared to direct program 
duties. Second, decentralization of program functions to the regional of
fices does not seem to have led to corresponding redirections of base 
positions from the headquarters office. Third, the division has not devel
oped any mechanisms for evaluating the extent to which oversight person
nel are used in the most efficient way possible. These findings are 
discussed below. . 

Proportion of Staff Dedica.tedto Headquarters and Oversight Functions 
Is High. The Supplemental Report of the 1986 Budget Act required 
the division to construct a "zero-based" budget as partofits budget pro
posal for 1987-88. This budget documents how personnel are currently 
used within the division and to what aCtivities they are dedicated. 

Our review of the division's base budget indicates that in the current 
year, 35 percent of staff are involved in overhead, central planning, and 
administrative control activities. This means that only 65 percent of the 
division's staff are available for technical and clerical tasks direCtly related 
to cleaning up hazardous waste sites, permitting and inspecting facilities, 
and developing and testing alternative methods for reduction, treatment, 
and disposal of hazardous waste. Chart 1 displays the allocation of staff. 

Decentralization of Program Functions Has Not Led to Redirections of 
Base' Staffing to Regional Offices. The division has been involved in 
an internal evaluation of its staffing priorities and assumptions as part of 
the process of developing the zero-based budget. According to TSCD staff, 
this evaluation has led. to the adoption of a new policy of decentralization 
of program functions away from headquarters operations toward the re-
gional offices.· . . 
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Chart 1 

Toxic Substances Control Division 
Statewide Distribution of Staff 
1986"&71' 

Administration 
(35.4%) 

North Coast 
Region (15.6%) 

Alternative 
Toohnology(S.O%) Southern Region (24.4%) 

Item 4260 

a Distrbution esti~ed by the legislative Analyst's Office based on budget materials submitted by the division. 

The division's budget for 1987-88 indicates that proposals for new staff 
are, indeed, directed toward increasing regional staffing relative to staff
ing levels in the headquarters office. The budget does not propose, howev
er, significant redirections of base staff from headquarters to program 
offices. We are concerned that the division's proposals for new program 
staffing in the budget year may not take into account savings that could 
result from possible redirections of existing administrative staff to pro
gram functions. 

The Division Has Not Developed a Means for Ensuring the Efficient 
Use of Staff Resources. Division staff indicate that the zero-base 
budget provides an effective tool for evaluating program needs. Our re
view of the base budget indicates that, while it can provide a yardstick by 
which to measure future performance, it should not be misconstrued as 
a thorough or scientific review of work processes in the division. This is 
because the division's zero-based budget primarily relies on the amount 
of work that has been accomplished, and by what means it has been 
accomplished in the past. It does not evaluate the extent to which (1) work 
processes could be redesigned for greater efficiency or (2) existing per
sonnel could be redirected among units to accomplish the highest priority 
tasks throughout the division. 

Our analysis indicates that, to the extent the division relies on the zero
base budget to justify increases in personnel, the need for these increases 
may be overestimated. This is particularly true with headquarters and 
control personnel, because the division should be moving, in the next 
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several years, out of the initial implementation phase of its program 
(when proportionately greater number of control and planning personnel 
may be necessary) to long-term maintenance and growth of program 
functions (when greater emphasis should be placed on the delivery of 
direct services). 

Additional Information Is Needed. It is difficult to determine to 
what extent personnel located in the headquarters office dedicate por
tions of their time to direct service delivery, or to what extent regional 
office personnel dedicate portions of their time to administrative duties. 
Consequently, we are hampered in our ability to (1) determine the de
gree to which the division has overestimated its continuing need for per
sonnel for oversight and headquarters functions and (2) advise the 
Legislature concerning the proper level of staffing for administrative 
tasks. Therefore, we recommend that the Legislature adopt supplemental 
report language directing the division to (1) provide a detailed estimate 
of the proportion of staff hours dedicated to general administrative, over
sight, program planning, and monitoring activities and (2) evaluate the 
extent to which current positions in the headquarters office could be 
redirected to regional offices to effect greater program accomplishments. 
The following language would accomplish this recommendation: 

"The Toxic Substances Control Division shall report to the fiscal com
mittees and to the Joint Legislative Budget Committee by December 
1, 1987 concerning the level of personnel that the division has dedicated 
to administrative, overhead, oversight, and planning and monitoring 
activities. The report shall include, but not be limited to (1) a detailed 
estimate of the proportion of division staff dedicated to these functions 
for divisionwide administration, for hazardous waste management,· and 
for site mitigation and (2) an evaluation of the extent to which (a) 
redirections of personnel and/ or positions among units would increase 
the ability of the division to accomplish its highest administrative priori
ties and (b) redirections of personnel and/ or positions from headquar
ters to the regional offices would increase the ability of the division·to 
accomplish its highest program priorities without significant deteriora
tion in administrative performance." 

Proposal for New Computer Staff Is Not Justified 
We recommend a reduction of $196,000 and four positions proposed for 

support of regional electronic data processing activities in the budget year 
because the current level of computer operations in the regional offices 
is insufficient to justify these positions (reduce Item 4260-011-014 by $88,-
000 and Item 4260-011-710 by $108,000). 

The budget proposes an increase of four positions and $196,000 to pro
vide support to regional staff concerning computer operations and to act 
as "trouble-shooters" when computer hardware problems occur in the 
regional offices. Division staff indicate that, based on the level of resources 
proposed in the budget, each regional office will have approximately 20 
personal computers during 1987-88, primarily for use by clerical support 
personnel. The program monitoring unit located in the headquarters of
fice has personnel capable of providing support to regional office staff 
when computer questions arise. Our analysis indicates that the small num
ber of computers projected to be available to regional staff does not justify 
on-site regional computer operations support personnel at this time. Ac
cordingly, we recommend a reduction of four positions and $196,000. 
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C. HAZARDOUS'WASTE MANAGEMENT 
Resources Are I~sufficient to Support Proposed Program C~sts 

We recommend that the division report prior to budget hearings on (1) 
a plan for bringing HWCA' expenditures in line with fund resources in 
both the currentapd budget years and (2) an updated assessment of the 
HWCA revenues ,that wilJ be collected in the current year. . 

The HazardousWaste Control Account (HWCA) fUl1ds the state's haz
ardous waste management programs. The account is supported by fees 
assessed against (1) disposers of hazardous waste, (2) stora,ge, treatment, 
and disposal facility operators, and (3) facilities that generate hazardous 
waste. These fees are collected by the Board of Equalization (BOE). Table 
19 lists the type of fees paid to the HWCA and the level at which the fees 
are set in the current year. As the ·table shows, disposal, generator, and 
facility fees are set to generate 96 percent of all revenues required to 
support HWCA programs. The HWCA relies on fine, penalty, and miscel
laneous fee collections for the remaining 4 percent of its funding. 

Table 19 

Hazardous Waste Control Account 
Fee Structure 

1986-87 

Category Fee Rate 
Disp~sal fees-per to~ ,of waste disposed ................................................... , ......... . 

Restricted and extremely hazardous waste .:, .............. , .................. ; ................ . 
Hazardous waste ..................................................................................................... . 
Waste disposed' out-of~state .......... : ........................................................................ . 
Federally unregulat~d wastes b ......•••••••••......•••••••••.......•••••••..•...•••••••••...••••••••••....•• 

Ores and minerals b .....••••••••...•••••••••• ;:; .••••••••••••.•••••••.••••.••••••••••••.••••••••• : .. : •• : •••••••••.•••• 

Auto shredder waste ........... : ................... ; .................................... :.; ..... ': .... ; ............. . 
Wastes disposed to surface impoundments ...................................................... ... 
Residues of incineration or other treatment ................................................... . 

Generator site fees ................................................................................... : ................. . 
Between 5 arid 4~ tons per year .................................................... : ... : ................ . 
Between 50 and '249 tons per year ....................................................................... ' 
Between 250 and 2,499 tons per year ............ , .................................................... . 
At least 2,500 tons pet year ............................................................... : .......... : ........ . 

Facility fees ...................... : ............................................................................................ . 
., Small storage facility .....•.. , ................................... ; .... ,. .............................................. . 

Large storage facility .......... ;. .............................•............... , ......................... , ......... . 
Small treatment facility ., ................... ,. ...... , ............................................ , ................. . 
Large treatment facility ....... : ................................................................................. . 
Disposal facility .......................................... , .............................................................. . 

"Required by Ch 1506/86 (AB 4283). 
b Fees assessed only on first 5,000 tons disposed by generator each month: 

$48.32 
24.16 
12.08 
6.04 . 
6.04 
6.04 
2.42 
l.21 

$483 
966 

4,830 
9,660 

$6,127 
12,254 
12,254 
18,381 
61,270 

Percent of 
Fund 

Re'venues a 

46% 

25 

25 

Budget Proposes Deficit Spending. The budget estimates costs to 
the HWCA of $33 million in the current year. This amount is the sum of 
(1) $29.2 million in expenditures and (2) a deficit of $3.9 million carried 
forward from 1985-86. The budget estimates that revenues to the HWCA 
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will be $30.8 million in the current year, leaving the fund with a $2.3 
million negative balance at the beginning of the budget year. 

The budget proposes costs in 1987-88 of $35.6 million, consisting of (1) 
$33.3 million in expenditures and (2) the deficit of $2.3 million carried 
forward from the current year. The budget estimates revenues of $34.9 
million, resulting in a deficit of $724,000 at the end of 1987-88. Table .20 
summarizes the HWCA fund condition since 1985-86. 

Resources 

Table 20 

Hazardous Waste Control Account 
Fund Condition 

1985-86 through 1987-88 
(dollars in thousands) 

1985-86 

Beginning reserves ............................................................. ,........ $4,662 
Revenues ........................................................................................ 9,345 

Subtotals ........................................• :............................................. $14,007 
Expenditures...................................................................................... $17,881 

Ending reserves ................................................................................ -$3;874 

1986-87 

-$3,874 
30,754 

$26,880 
$29,171 

-$2,291 

1987-88 

-$2,291 
34,910 

$32,619 
$33,343 

-$724 

The division cannot correct the:current- or budget-year deficits simply 
by increasing fees due to statutory restrictions on the amount of fee reve
nues that can be collected. The HWCA fees are set in order to generate 
the amount necessary to cover (1) the annual appropriation less any 
unobligated funds available from the prior year and (2) a reserve equal 
to5 percent of the total appropriation from the HWCA. Because the 
deficit carried over to the budget year is greater than the 5 percent 
reserve amount, the deficit cannot be eliminated in the current or budget 
years through fees. 

The administration has not determined how it will solve the fund deficit 
problem. It has two likely options in the short run. First, the division can 
curb expenditures through targeted spending cuts or across-the-board 
decreases. Second, the division can seek a loan from the General Fund 
with a repayment schedule falling within the 5 percent fund reserve. 

Revenue Shortfalls Will Compound Deficit Spending Problem. The 
HWCA revenues for the first half of the current year are $4.8 million, or 
31 percent, below the level projected at the time fees. were set. If this 
trend continues, the HWCA could be underfunded by more than $8 mil
lion at the end of the current year. This would increase the account deficit 
at the beginning of the budget year to more than $10 million. 

The division has indicated two reasons for the current problem in collec
tions. First, the federal government, which owns facilities for disposal, 
treatment, and storag~ of the waste that it generates, has refused to pay 
facility fees. The federal government asserts that the fee amounts to a tax; 
federal entities are exempt from paying state taxes. Second, the generator 
site fee is a new fee and, according to the division, a high level of noncom
pliance is not unusual in these circumstances. The division expects the 
generator fee deficit to lessen as (1) the division obtains correct addresses 
for generators and notifies them of their responsibility to pay the fee and 
(2) facilities become more accustomed to the new fees. 

Current law authorizes the division to issue emergency regulations to 
increase HWCA revenues to the level necessary for the operation of its 
programs. The division has no plans at this time to pursue emergency 
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regulations to increase the fees. Nor has the division evaluated the extent 
to which administrative actions such as increased audits could lessen the 
collections shortfall. 

Legislature Needs Information. Tasks supported by the HWCA in
clude (1) the issuance or denial of permits for treatment, storage, and 
disposal facilities, (2) inspection of facilities, and (3) performance of site 
mitigation work as part of the closure process at certain facilities. The fund 
deficit and revenue shortfall could significantly hamper the division's abil
ity in both current and budget years to accomplish these mandated tasks. 
Therefore, we recommend that the division and the Department of Fi
nance report prior to budget hearings on (1) a plan for bringing HWCA 
expenditures in line with fund resources in both the current and budget 
years and (2) an updated estimate of the HWCA revenues which will be 
collected (a) if no new administrative action is taken and (b) under its 
plan for balanCing the fund collections. 

Request for New Permitting Positions Is Overbudgeted 
We recommend a reduction of 32.5 positions and $783,000 from the 

Hazardous Waste Control Account (1) because the proposal fails to ac
count for resources added in the current year and (2) to correct for techni
cal errors in budgeting. (Reduce Item 4260-011-014 by $783,000.) 

The budget proposes to add $1.5 million from the HWCA and 68.3 
positions in order to increase permitting activities. The budget proposes 
to phase in the hiring of the positions, resulting in an augmentation of only 
27.3 personnel-years in 1987-88. The proposal would result in the addition 
of 64.9 personnel-years on an ongoing basis," at an annual cost of approxi
mately $2.7 million. 

Table 21 

Toxic Substances Control Division 
Personnel-Vears in the Permitting Program a 

1986-87 through 1988-89 

Est. Prop. Prop. 
Activity 1986-87 1987~ 1988-89 

Technical 
Land disposal permits (RCRA b) .............. 13.3 15.0 17.1 
Incineration permits (RCRA) .................. 8.8 10.7 12.6 
Land disposal closure plans (RCRA) ...... 10.1 14.8 19.6 
Permits and closures (non-RCRA) .......... 3.2 5.6 8.0 
Toxic Pits Cleanup Act .............................. 1.0 2.9 4.8 
Treatment and storage facility permits .. 6.2 12.1 18.6 
Variances and exemptions ........................ 2.7 3.4 4.6 
Other technical support functions .......... 16.0 17.7 23.9 

--
Subtotals ...................................................... 61.3 82.2 109.2 

Supervisory ........................................................ 9.5 13.5 17.1 
Clerical ................................................................ 13.5 16.0 23.0 

Totals .......................................................... 84.3 111.6 149.1 

a Numbers may not add due to rounding. 
b Resource Conservation and Recovery Act (federal). 

Changeirom 
1986-87 to 1988-89 
Amount Percent 

3.8 ." 28.6% 
3.8 43.2 
9.5 94.1 
4.8 150.0 
3.8 380.0 

12.4 200.0 
1.9 70.4 
7.9 49.4 

47.9 78.2% 

7.6 80.0% 
9.5 70.4 

64.9 77.0% 
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According to the department, the additional staffing is necesary in order 
to (1) comply with state and federal statutory deadlines for permitting 
facilities, (2) respond to requests for permits from facilities that are regu
lated only under state law, (3) comply with the Toxic Pits Cleanup Act 
(TPCA.",...Ch 1543/84), and (4) provide administrative and technical sup
port to permitting activities. Table 21 summarizes the division's proposal 
for increased staff.. . 

The proposal would expand substantially the level of staffing available 
to the division to illlplement the permitting program required by federal 
and state law. The addition of 27.3 personnel-years in 1987-88 would in
crease the level of staffing available for permitting by 32 percent over the 
current-year· staffing level; the. addition of 64.9 personnel-years on an 
ongoing full~year basis represents an increase of 77percent over current 
staffing levels. . 

Based on our review of the proposal, we recommend reducing the 
division's proposal for new permitting staff by 32.5 positions, for savings 
to the HWCA of $783,000 in the budget year. Specifically, we identified the 
following instances of overbudgeting: . .. . 

Proposal Fails to Justify Requested Permitting Positions. (Reduce 3.5 
Positions). The division requests an increase of50.3 technical posi
tions to be hired in: phases during the second half of the budget year. This 
represents an increase in technical staffing available to the division's per
mitting program of 20.9 personnel-years in 1987-88 and 47~9 personnel
years in future years. The division, however, estimates a need only for an 
additional 44.5 technical personnel-years for ongoing permitting work
load. This is 3.4 personnel-years-or 3.5 positions-less than the level 
proposed in the budget. . 

Proposal Does Not Take Into Account Offsetting Workload Decreases 
in Other Areas (Reduce 2 Positions). The budget proposes to increase 
geotechnical (geologist and hydrologist) support to the permitting pro
gram by two positions. This proposal, however, does not take into Ilccount 
increases in regional geotechnical support for the site mitigation program. 
These increases in site mitigation support should free up staff hours in the 
headquarters geotechnical support unit that can be redirected to the 
permitting program, therefore the two positions are not necessary. 

Clerical Reduction Needed in Order to Maintain Proper Staffing Ratios 
(Reduce 2 Positions). The division proposes to augment clerical staff~ 
ing by lO positions to support 50.3 new technical and 8 new supervisorial 
positions. The division's policy is to propose clerical staffing based on a 
ratio of 1 clerical position to every 7 professional positions. Based on the 
technical and supervisorial staffing level that the proposa1l:\dually justi
fies, 8 clerical positions-a reduction of 2 positions-would be sufficient to 
provide the proper· clerical staffing ratio. . 

Proposal Fails to Account for Current-Year Increases in Staffing (Re
duce 25 Positions). The Legislature approved 26 new positions for 
permitting beginning in the current year based on claims by the division· 
that requirements under the TPCA substantially increased permitting 
workload. According to the division, however, this workload has failed to 
materialize. Currently, the division has 1 position dedicated topermittirig 
activities associated with the TPCA. Our review indicates that the division 
is overbudgetedby 25 positions in the current year for this activity. These 
positions are therefore available for redirection to other permitting activi
ties in the budget year. 
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New Staff Are Not Needed for Developing Highest Priority Policies 
We recommend a reduction of $68,()()() from the Hazardous Waste Con

trol Account and four positions because these resources are not necessary 
for developing policies and procedures that the division has determined 
to be of the highest priority (reduce Item 4260-011-014). 

The division proposes to augment the number of personriel available to 
develop hazardous waste management policies and procedures by four 
positions beginning January 1988. The 1987-88 costs of these positions is 
$68,000; full-year costs in future years will be $136,000. 01).e position is 
proposed to support permitting procedures development; three positions 
will support procedures development for the surveillance and enforce-
mentprogram. . ' 

The division contends that, in a program area which is changing and 
expanding as rapidly as the field of hazardous waste management, there 
is no lack of operating procedures and program policies that could be 
developed. Staff of the division also state, however, that the current level 
of staffing is sufficient to ensure that the 20 highest ranked policies and 
procedures are developed each year. Staff also contend that this is a work
able number of new policies to implement given the need for proper field 
training of personnel concerning changes in operating practices that may 
be occasioned by the new policy. 

Based on the division staffs own analysis of its current ability to develop 
necessary policies and procedures, we recommend that the budget pro
posal for four new positions to develop hazardous waste management 
poliCies and procedures be rejected for a savings to the HWCA of $68,000. 

Costs of Land Disposal Restriction Programs Are Overestimated 
We recommend a reduction of 1.3 positions and $58,()()() from the Haz

ardous Waste Control Account because the implementation costs of new 
statutory requirements are overestimated (reduce Item 4260-011-014). 

Chapter 1509, Statutes of 1986 (SB 1500), requires the division to restrict 
land disposal of untreated hazardous waste. In addition, Chapter 1509 
requires the division to adopt treatment standards for the land disposal of 
hazardous waste. Both the disposal restrictions and the treatment stand
ards must be implemented by 1990. 

The division has 10 positions dedicated to the land disposal restriction 
and treatment standards programs in the current year. The budget pro
poses to augment this staffing level by 6.5 positions and $793,000 from the 
Hazardous Waste Control Account (HWCA). These new staff are 
proposed to enhance the ability of the Alternative Technology Section to 
(1) develop criteria for the disposal of liquid hazardous wastes inlandfills, 
(2) adopt treatment standards for specific hazardous wastes,.and'(3) proc
ess and grant variances to the land disposal restriction program. 

Chapter 452, Statutes of 1986 (AB 4165), requires the division to notify 
neighboring states and Mexico concerning restrictions placed by Califor
nia on the land disposal of hazardous wastes. The budget proposes 0.3 
personnel~year to support this activity, at an approximate cost of $11,000 
to the HWCA. The partial personnel-year would be dedicated to (1) 
developing a list of agency contacts in other states and Mexico, (2) devel
oping notification forms and procedures for notification, and (3) sending 
notices when required. 
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Our review of the staffing proposal for these 'new legislative require
ments indicates that the division does need some new staff to handle 
increased workload. Our review further indicates, however, that the 
budget overestimates both the level of continuing workload and the cost 
of the positions. Specifically, the budget (1). does not account for work 
associated with Chapter t509. that can be absorbed within existing re
sources (1 position), (2) overestimates the lev.eJ.of workload associated 
with Chapter 452 that cannot be absorbed within existing staff resources 
(0.3 positions), and (3) fails to budget all positions at the beginning pay 
step. Therefore, we recommend a reduction of 1.3 positions and $58,000 
from the HWCA to correct for overestimated workload and technical 
budgeting errors. 

Cost of Disclosure Program Is Overestimated 
We recommend a reduction of 1.5 positions and $53~OOO from the HWCA 

for the implementation of new hauler and facility disclosure requirements 
because these costs have been overestimated. 

Chapter 1304, Statutes of 1986 (AB 4308), requires individuals applying 
for a hazardous waste hauler's registration or a hazardous waste facility 
permit to disclose specified information at the time of the application and 
requires individuals who currently are registered as haulers or who cur
rently hold facility permits to file this information with the division by 
January 1, 1989. Disclosure statements must include information on part
ners, officers, permits held in other states or localities, violations of hazard
ous· waste rules, license suspensions, license revocations, and other 
information. Based on information supplied in the disclosure statement 
and background checks performed as follow-up to the disclosure state
ment, the division may (1) revoke, suspend, or. deny hazardous waste 
hauler registration wl:lere a felony conviction has occurred and (2) pro
hibit contractors from bidding on jobs to remove hazardous wastes under 
certain conditions. 

Chapter 1304 authorizes the division to charge fees for deposit to the 
HWCA to cover implementation and ongoing costs of managing the dis
closure program, and appropriates $240,000 from the HWCA for the pur-
poses of implementing the· program. . 

The budget proposes four positions at a cost of$152,000 to the HWCA 
to implementthese new statutory requirements. These positions would be 
administratively established in the current year at a cost of $55,000. . 

Our review ofthe division~s,proposal indicates that the budget proposes 
workload in 1987'-88 which should be substantially completed in the cur
rent year with the administratively es~ablished positions. This one-time 
workload includes: development of the disclosure form (0.2.position), 
development of reporting procedures (0.5 position) , and development of 
fee regulations (1.0 position). In fact, the only workload associated with 
the implementation of Chapter 1304 that is not of a one~time nature is the 
ongoing review of disclosure statements submitted to the division (2.3 
positions); Allowing for some regulatory development work to continue 
into the budget year,we estimate that the program will need 2.5 positions 
in 1987'-88, not the four positions proposed. Therefore, we recommend a 
reduction of 1.5 positions and $53,000 from the HWCAto correct for 
overbudgeting of costs associated with the· implementation of Chapter 
1304. . 
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D. SITE MITIGATION 

The budget proposes expenditures totalling $63.5 millionfor the clean" 
up of hazardous waste sites in 1987--88. This is an increase of $20.3 million 
or 47 J?~r?e~t, over est.imated cur!ent-~~ar ~xpenditures. Table 22 display~ 
the divISIon s expendItures for sIte mItIgatIon for the past, current, and 
budget years. . 

Table 22 

Site Mitigation Program 
Expenditures and Funding Sources 

1985-86 through 1987-88 
(dollars in thousands) 

Funding Sources 
Hazardous Substances Cleanup Fund ........... . 
Hazardous Substance Account ........................ .. 
Federal funds ....................................................... .. 
Responsible parties ............................................ .. 

Actual 
1985-86 

$34,322 
15,727 
10,000 

Est. 
1986-87 

$9,534 
15,897 

Prop. 
1987-88 
$48,979 
12,585 

942 

Change 
From 1986-87 

Amount Percent. 
$39,445 413.7% 
-3,312 -20.8 

Other funds ........................................................... . -16,224 
942 

16,861 1,026 -15,835 -93.9 
Totals ............................................................... . $43,825 $43,234 $63,532., . $20,298 46.9% 

As Table 22 shows, the increase consists entirely of a 414 percent in
crease in the expenditure of bond funds from the Hazardous Substance 
Cleanup Fund (HSCF), partially offset by decreases in other· funding 
sources. This increase in bond expenditures is the result of (1) the division 
spending in 1987--88 bond funds carried over from 1986--87 and (2) a 
decision to shift some expenditures from the Hazardous Substance Ac-
count (HSA) to the HSCF. . 
Hazardous Substance Account in the Red 

We recommend that. the division and the Department of Finance report 
to the fiscal committees prior to budget heari~gs concerning the condition 
of the Hazardous Substance Account and the administration s plan to 
remedy the current-year deficit. 

The Hazardous Substance Account (HSA) is supported by fees paid on 
all hazardous waste disposed to land. Fees are set annually to generate $15 
million, the level at which the fund is capped.· Revenues to· the account 
can exceed the fee resources by (1) the amount collected from responsible 
parties during the year and (2) penalty assessments. 

Table 23 displays the fund condition of the HSA for the past, current, 
and budget years. As the table shows, the budget estimates that the HSA 
will have a deficit at the end of the current year totalling $1.8 million. The 
budget proposes that the HSA end 1987--88 in a slightly improved position: 
with a deficit of $1.5 million. . 

Staff of the division and the Department of Finance indicate that the 
deficiency may not be a problem because the budget figures do not ac
count for savings to the account that are likely to occur in the current year. 
These savings would avert the need for a loan from another fund or 
spending restrictions. At'the time this analysis was written, however, we 
had received no specific information from the administration concerning 
(1) program areas in which these savings are likely to occur, (2) effects 
on overall program performance from savings, or (3) the extent to which 
the division is actively seeking savings through administrative policies. 
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Table 23 

Hazardous Substance Account 
Fund .Condition 

1985-86 through 1987-88 
(dollars in thousands) 

Resources 
. Beginning reserves ....................................................................... . 

Revenues .......................................................................................... . 

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

Expenditures 
, Toxic Substances Control Division .......................................... .. 
," Other agencies .............................................................................. .. 

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

Ending reserves ................................................................................ .. 

1985-86 

$756 
18,831 

$19,587 

$15,868 
2,694 

$18,562 

$1,025 

198fHJ7 1987-88 

$1,025 -$1,843 
16,192 16,192 

$17,217 $14,349 

$15,918 $12,585 
3,142 3,225 

$19,060 $15,810. 
-$1,843 -$1,461 

As ares\llt, we are unable at this time to inform the Legislature as to 
the likelihood of a need for a loan to the HSA to cover the current-year 
deficit or the actual level of site mitigation performance that the Legisla
ture can expect tobe supported by the HSA in 1986-87. Therefore, we 
recommend that the division report prior to budget hearings concerning 
(1) any revision in current-year revenue and expenditure estimates for 
the HSA and (2) the extent to which any administrative measures are 
planned by the administration to eliminate the deficit. 

Bond Expenditures for Site Mitigation 
We withhold recommendation on $14,940,000 requested from the Haz

ardous Substances Cleanup Fund, pending receipt of overdue reports 
from the division. 

In 1984 the voters authorized $100 million in bond funding to clean up 
hazardous waste sites. Chapter 1439, Statutes of 1985 (AB 129), appropriat
ed $87.8 million of these funds for characterizing sites (that is, determining 
the type and extent of contamination) and mitigating (cleaning up) con
tamination at a site once a remedial action plan is develo:r>ed and ap
proved. The enactment of Chapter 1439 left a total of $12.2 million in bond 
funds available for appropriation through the budget process for adminis
trative expenses associated with the bond program. The budget estimates 
that $11 million of the administrative funds will be spent by the end of the 
current year, leaving $1.2 million available in 1987-88. The budget esti
mates that $37 million of the $87.8 million appropriated in Chapter 1439 
will be expended by the end of the current year, leaving $50.8 million 
available in 1987-88. 

The budget identifies expenditures of $52.1 million in 1987-88-the full 
amount of bond funds available. Specifically, the budget estimates that 
$37.2 million will be spent in 1987-88 from the Chapter 1439 appropriation 
for site characterization and other mitigation activities. The budget pro
poses an appropriation of$14.9 million from bond funds for administrative 
expenditures; This amount consists of $1.2 million from the funds original
ly made available for administration and $13.7 million reappropriated 

20-75444 
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from funds allocated by Chapter i439 to site characterization and mitiga
tion. 

We have several concerns related to the proposal for bond expenditures 
in the budget year and the division's PlClSt performance with respect to the 
site mitigation program. SpeCifically, these concerns include: 

1. Division Fails to Provide Essential Information. State law directs 
the department to (a) submit an expenditure plan for the use of bond act 
funds as part of the Governor's Budget and (b) report by October 1 of 
each year speCified information concerning site mitigation activities dur
ingthe previous fiscal year. At the time this analysis was prepared, neither 
the expenditure plan nor the annual report had been released. The ex
penditure plan serves as the basis for (a) the division's estimate and pro
jections of the number of sites being cleaned up by the state and the date 
at which various site mitigation activities will be completed and (b) the 
diVIsion's request for state staff and expenses to operate the mitigation 
program. The annual report is useful as a "yardstick" for evaluating the 
division's past performance in meeting the bond expenditure plan esti
mates. Without these two reports, the Legislature is missing information 
essential to the evaluation of (a) past program performance and (b) 
whether budgetary promises for the future are realistic. 

2. Division Has A Poor Record of Delivering on Expenditure Promises. 
The division originally planned to expend all $100 million· of the bond 
funds during 1985-86, the first year of the bond program. The division 
subsequently proposed to expend all of the funds within two years (by the 
end of the current year). Now, the budget proposes to carryover $52.1 
million available for expenditure in 1986-87 to 1~87-:88. This means that 
the budget proposes to expend over 50 percent of the bond funds in bne 
year-a goalthat the division has not come close tOIXleeting in past years. 
Giveilpastperformance, we are skeptical of the division's ability to actual
ly spend all remaining bond funds during the budget year. 

3. Administrative Costs Are High. . The administration originally 
proposed to spend no more than $12.2 million-or 12 percent-of available 
bond funds for administrative expenses. Information supplied by the divi
sion concerning actual expenditures to date indicate, however, that ad
ministrative expenditures have exceeded this percentage by a substantial 
margin. For example, in 1985-86 the division spent 98 cents on bond 
administration for each dollar encumbered for mitigation activities. If the 
spending projections contained in the budget are accurate, approximately 
25 percent of the $100 million of bond funding would be spent for adminis- . 
tration and 75 percent would be spent for site characterization and mitiga
tion. If the division's poor record on cleanups continues, and the bond 
funds are not exhausted in 1987-88, the percent of funds ultimately spent 
on administration is likely to be even higher than 25 percent. 
. Legislature Needs More Information. . Information contained in the 
bond expenditure plan and the annual report are essential in order for the 
Legislature to evaluate the budget proposal. This information also will be 
important for evaluating the extent tc which the budget represents realis
tic goals for the site mitigation program in 1987-88 in light of the division's 
past performance. These reports should provide answers to the following 
questions: 

• To what extent does the budget proposal represent a reasonable ap
portionment of costs between administration and site mitigation? 
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• Is it reasonable to assume that the remaining bond funds will be spent 
in .the budget year? 

• Are administrative expenditures likely to deplete further site mitiga
tion funding that may be carried over to future years? 

Until the reports are released and we are able to evaluate the budget 
proposals in light of both the workload detailed in the expenditure plan 
for 1987--88 and the information on division performance during 1985-86, 
we cannot answer these questions. Hence, we have little basis for recom~ 
mending approval of the 1987-88 budget proposal at this time. According
ly, we withhold recommendation on $14,940,000 requested from the 
Hazardous Substances Cleanup Fund, pending receipt of the overdue 
reports. 

Long-Term Funding Shortfall for Site Mitigation 
We recommend that the division report prior to budget hearings regard

ing its proposal for funding future-year cleanup costs of toxic waste sites. 
The 1986-87 bond expenditure plan identified approximately $133 mil

lion in mitigation costs associated with known sites through 1990-91. This 
is $33 million more than is available from bond funds approved by the 
voters in 1984. Preliminary estimates for 1987--88 indicate that there may 
be more than $72 million in unfunded costs associated with sites already 
identified by the division. 

We believe that it is important to ensure continued access to funds for 
site mitigation efforts. In addition, it is important to identify the sources 
and level of funding available ~s early as possible .to facilitate planning 
tasks associated with the cleanup of toxic waste sites. Accordingly, we 
recommend that the division report prior to budget hearings concerning 
the administration's proposal for ensuring future funding of toxic waste 
site mitigation efforts. 

Division Should Take Responsibility for Implementing Responsible-Party Col
lections· Program 

We recommend that the division report prior to budget hearings con
cerning (1) its program for increasing responsible-party collections and 
(2) a revised estimate of responsible-party collections in light of the pro
gram proposed by the. division. 

Convincing responsible parties to finance cleanups of hazardous waste 
sites is a major goal of the mitigation program. Responsible-party cleanups 
allow the state to redirect time and resources to other hazardous waste 
sites, thereby permitting the state to spend bond act funds on sites where 
identified responsible parties cannot or will not cooperate, or where a 
responsible party cannot be identified. 

Even where responsible parties agree to fund cleanup costs, the state 
still incurs costs Jor overseeing and monitoring the responsible party's 
efforts . .state law directs the department to recover from responsible par
ties the administrative cost, including interest, that can be attributed to 
these parties. Recoveries of state costs are important because, depending 
on when they occur in the process, they may either (1) increase funding 
available for cleanup activities at other sites or (2) decrease potential 
General Fund liabilities for bond payments. 

The budget estimates that the division will collect $942,000 from respon
sible parties in 1987--88 for state costs associated with the cleanup of haz
ardous waste sites. This is the same amount as is estimated to be collected 
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from responsible parties in the current year. Our analysis indicates that 
lack of growth in responsible-party collections is primarily due to the lack 
of a cohesive and comprehensive program to monitor costs and enforce 
private-party financial· responsibilities for the cleanup of waste sites. 

The budget proposes 1.5 new positions to perform accounting functions 
associated with recovering costs from responsible parties. Detailed cost
accounting information is necessary for the division to ensure that it is 
seeking to recover 100 percent of state costs when it collects from a 
responsible party. Although this proposal indicates the division recognizes 
a need to strengthen its responsible-party collections I>rogram, staff indi
cate that planning for increasing responsible-party collections has begun 
only recently and is still in the preliminary stages. As a result, the division 
is unable to answer some very basic questions concerning the intended 
program for responsible-party collections. Such questions include: 

• Should the state primarily rely on negotiations or enforcement action 
to collect from responsible parties? 

• To what extent should the division compromise full recovery of costs 
in order to negotiate·· a settlement agreement with a responsible 
party? 

• Which unit withi~ the divis~on should be desi~nated t~e lead for the 
purpose of ensurmg collections from responsible parties? 

• What should be the process for escalating from negotiating settlement 
of costs to court action enforcing payment? 

We believe it is important for the division to develop a consistent and 
workable program for effecting responsible-party collections because 
these collections (1) can playa significant role in increasing the total 
number of site cleanups in which the state participates and (2) may limit 
the long-term liability of the General Fund for the cost of the bond pro
gram. Accordingly, we recommend that the division report prior to 
budget hearings concerning (1) its proposal for increasing responsible
party collections and (2) a revised estimate of responsible-party collec
tions in light of the program proposed by the division. 

S; CALIFORNIA MEDICAL ASSISTANCE PROGRAM (Medi-Cal) 
The California Medical Assistance program (M~di-Cal) is ajoint federal

state program initially authorized in 1966 under Title XIX of the federal 
Social Security Act. This program is intended to assure the provision of 
necessary health care services to public assistance recipients and to other 
individuals who cannot afford to pay for these services themselves. 

The budget proposes Medi-Cal expenditures of $5.2 billion ($2.5 billion 
General Fund) in 1987--88, including $116 million ($42.2 million General 
Fund) for state administration. The total level of General Fund expendi
tures proposed for Medi-Cal in the budget year represents a reduction of 
$2.3 rrrillion, or 0.1 percent, as compared with estimated expenditures in 
the current year. 

Table 24 shows Medi-Cal expenditures for 1985--86 through 1987--88. 

Federal, State, and County Responsibilities Under The Medi-Cal Program 
The administration and funding of Medi"Cal are shared by the federal 

and state governments. Counties perform certain tasks on behalf of the 
state. 

The state Department of Health Services (DHS) develops regulations, 
establishes rates of payment to health care providers, reviews requests for 
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Table 24 
Medi-Cal Program 

Expenditures and Funding 
1985-86 through 1987-88 
(dollars in thousands) 

Actual Est. Prop. Percent 
Fund 1985-86 1986-87 1987-88 Change 

Health care services ................ State· $2,299,949 $2,387,394 
... 

$2,379,961 . -0.3%. 
All 4,632,977 4,878,227 4,855,468 --':0.5 

County administration ............ State 53,207 62,557 71,469 14.2 
All 161,056 135,797 148,345 9.2 

Claim processing ...................... State 6,521 11,497 11,147 -3.0 
All 31,447 44,685 37,678 -15.7 

Subtotals ............................ State $2,359,677 $2,461,448 $2,462,577 
All 4,825,480 5,058,709 5,041,491 -0.3% 

State administration ......... , ...... State 37,517 41,027 42,159 2.8 
All 108,478 113,538 115,993 2.2 

Totals ................................... State $2,397,194 $2,502,475 $2,504,736 0.1% 
All 4,933,958 5,172,247 5J57,484 -0.3 

authorization of certain types of treatment prior to delivery, audits pro
vider costs, recovers payments due from private insurance companies and 
other sources, reviews county eligibility determinations, and manages 
various contracts with private vendors for processing of provider claims. 
Other state agencies, including the California Medical Assistance Commis
sion and the Department of Social Services, perform Medi-Cal-related 
functions under agreements with DHS. 

County welfare departments, along with the health department in Los 
Angeles County, determine the eligibility of applicants for Medi-Cal. In 
addition, many counties receive Medi-Cal reimbursements for services 
delivered to Medi-Cal eligible individuals treated in county hospitals and 
outpatient facilities. 

The federal Department of Health and Human Services, through its 
Health Care Financing Administration, provides policy guidance and fi-
nancial support for the Medi-Cal program. . 

Eligibility 
Persons eligible for Medi-Cal fall into three major categories: categori

cally needy, medically needy, and medically indigent. The categorically 
needy (cash grant recipients) consist of families or individuals who re
ceive cash assistance under two programs-Aid to Families with Depend
ent Children (AFDC) and Supplemental Security Income/State 
Supplementary Program (SSIISSP). The categorically needy automatical
ly receive Medi-Cal cards and pay no part of their medical expenses. 

The medically needy include families with dependent childr.en and 
aged, blind; or disabled persons who are ineligible for cash assistance 
because their income exceeds cash grant standards. Individuilis who are 
not eligible for a cash grant due to their income can become eligible for 
Medi-Cal if their medical expenses require them to "spend down" their 
incomes to 133Ya percent of the AFDC payment level specified for their 
household size. Medically needy beneficiaries who reside in long-term 
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care facilities are required to pay all but $35 of their monthly income 
toward the costs of their care. . 

The medically indigent are individuals who are not categorically linked 
(that is, they do not belong to families with dependent children and are 
not aged, blind, or disabled) but who meet income and share-of-cost crite
ria that apply to the medically needy category. Coverage under the medi
cally indigent program is limited to (1) persons who are under the age of 
21, (2) pregnant women, and (3) persons residing in long-term care facili
ties. 

Eligibles, Users, and Expenditures by Eligibility Category in 1987-88 
Eligibles. Table 25 shows the average number of persons per month 

that were eligible for Medi-Cal in each eligibility category in 198~6 and 
the number that the budget estimates will be eligible in 1986-87 and 
1987-88. The table shows that an average of 3,051,800 persons will be 
eligible for Medi-Cal benefits each month during 1987-88. This is 35,600 
individuals, or 1.2 percent, more than the average number of beneficiaries 
eligible in the current year. The budget projects that 2,723,800 persons will 
be eligible to receive benefits on a fee-for-service basis and 328,000 persons 
will be enrolled in various prepaid plans. 

Table 25 

Average Monthly Medi-Cal Program .Eligible Recipients 
By Eligibility Category 
1985-86 through 1987-88 

Change 
Actual Est. Prop. from 1986-87 
1985--86 1986-87 1987-!J8 Amount Percent 

Categorically needy 
AFDC .............................. 1,776,700 1,825,500 1,843,700 18,200 1.0% 
SSI/SSP ............................ 705,400 724,100 740,400 16,300 2.3 

Medically needy 
. Families ........ ; .... ; ............ 217,100 222,500 221,600 -900 -0:4 
Aged, blind, or disabled 53,200 56,900 57,600 700 1.2 
Long-term care ............ 65,200 66,100 66,800 700 1.1 

Medically indigent 
Children .......................... 101,100 104,500 105,300 800 0.8 
Adults .............................. 7,500 8,000 7,800 -200 -2.5 

Other" ................................ 9,100 8,600 8,600 

Totals .......................... 2,935,300' 3,016,200 3,051,800 35,600 1.2% 

a Includes renal dialysis patients and refugees. 

Fee-for-Service Users. Not all of the persons who are eligible to re
ceive services under the Medi-Cal program actually use their benefits in 
any given month. The budget anticipates that 1,377,200 individuals, Or 
about 50.· percent of the· fee-for-service eligibles, will' actually use their 
benefits in the average month in 1987-88. The department does not keep 
statistics reflecting the use of services by beneficiaries enrolled in prepaid 
health plans: 

Expenditures by Eligibility· Category. Chart 2 shows the percent
ages of eligibles, users of services, and expenditures that each eligible 
group is anticipated to account for in 1987-88. As the chart shows, families 
receiving AFDC grants constitute 58 percent of Medi-Cal eligibles but are 
responsible for only 44 percent of the users of services, and for 25 percent 
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of fee-for-service expenditures. SSI/SSP recipients, on the other hand, 
make up 26 percent of the caseload and account for 35 percent of the 
expenditures. Long-term care residents account for only 2 percent of the 
caseload, yet they accoUIlt.for 20 percent oLexpenditures. The share of 
expenditures attributable tp. the medically indigent, and :medically needy 
is roughly proportional to their respective shares of the Medi-Cal eligible 
population. . . 

Chart 2' 

Medl~CaI Eligibles, Users and Costs 
Percent byEligibillty Category . 
1987-88 
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Medi-Cal recipients are entitled to a wide range of health services, 
including physician, inpatient and outpatient hospital, laboratory, nursing 
home care, and various other health-related services. Many Medi-Cal serv
ices, however, require prior state author.izatioll and may not be paid for 
unless the service is medically necessary. Not all services allowed in Cali
fornia are required by federal law. 

Federal law requires states participating in the Medicaid program to 
provide a core of basic services, including hospital inpatient and outpa
tient; skilled nursing; physician services; laboratory. arid X-ray; home 
health care; early and periodic screening, diagnosis, and treatment 
(EPSDT) for individuals under 21; family planning; and rural health clin
ics (as defined under Medicare). In addition, the federal government 
provides matching funds for 32 optional services. California provides 30 of 
these 32 optional benefits... 
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Estimates Will Be Updated in May 
We withhold recommendation on $5 billion ($2.5 billion General Fund) 

requested for local assistance under the Medi-Cal program, pending re
view of revised Medi-Cal expenditure estimates to be submitted in May. 

The proposed expenditures for the Medi-Cal program are based on 
actual program costs through August 1986. The department will present 
revised estimates in May, which will be based on program costs through 
February 1987. Because the revised estimates will be based on more re
cent experience, the estimates will provide the Legislature with a more 
reliable basis for budgeting 1987-88 expenditures. We therefore withhold 
recommendation on the amounts requested in local assistance for the 
Medi-Cal program, pending review of the May estimates. 

A. MEDI-CAL HEALTH SERVICES 
General Fund Deficiency of $178.3 Million in 1986-87 

The budget anticipates that expenditures for Medi-Cal health services 
during 1986-87 will exceed available funds by $352.7 million ($178.3 mil
lion General Fund). As Table 26 shows, the department's estimate of the 
deficiency consists of a variety of items that can be grouped into three 
categories: unfunded costs,' unanticipated changes, and administrative 
initiatives to reduce expenditures. 

1986-87 

Table 26 

Medi·Cal Health Care Services 
Proposed Budget Changes 

1986-87 ana 1987-88 
(dollars in millions) 

Funds available, 1986 Budget Act 
1. Health benefits item ................................................................................. . 
2. Refugee reimbursements ........................................................................ .. 
3. Rate item ........................................................................................................ · 
4. Abortion item ............................................................................................... . 

Subtotals, 1986-87 expenditures (Budget Act) .................................... .. 
Unfunded costs 

1. Arbitrary reduction in the estimate ...................................................... .. 
2. Veto to adjust for claims acceleration .................................................. .. 
3. Veto of funds for nonsteroidal anti-inflammatory drugs ................ .. 
4. Veto of funds for hospital rate increases .... , ........................................ . 
5. Long-term care rate increases .................... ' ............................................ .. 
6. Abortions ...................................................................................................... .. 
7. Monterey County Special Health Authority ...................................... .. 

Subtotals, unfunded costs ........................................................................... . 
Unanticipated changes 

1. Reduced savings from enhanced cost avoidance .............................. .. 
2. Increase in dental contract ...................................................................... .. 
3. Reduced savings from augmented medical review .......................... .. 
4. Additional checkwrite .... ; .............................. , ........................................... . 
5. Unanticipated policy changes and court cases .................................. .. 
6. Midyear adjustments to basic estimate ................................................ .. 

Subtotals, unanticipated· changes ............................................................ .. 
Administrative initiatives to reduce expenditures 

1. 10 percent reduction in provider rates ................................................ .. 
2. Patterns-of-treatment utilization review .............................................. .. 

General 
Fund 

$2,179.0 

17.0 
13.1 

$2,209.1 

115.2 
25.0 
10.7 
3.0 

19.6 
14.6 
3.4 

$191.5 

9.7 
5.4 
2.5 

26.0 
-0.8 

3.1 

$45.9 

-18.7 
-4.2 

All 
Funds 

$4,456.7 
21.7 
34.0 
13.1 

$4,525.5 

233.2 
50.0 
21.4 
6.0 

39.0 
13.0 
3.4 

$366.0 

19.3 
10.8 
5.0 

52.0 
-6.1 

3.4 

$84.4 

-37.4 
-8.3 
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3. Checkwrite schedule adjustment .......................................................... .. -26.0 -52.0 
4. Transfer of W&I Code 14157.6 funds .................................................... .. -10.2 

Subtotals, expenditure reductions .......................................................... .. 
1986-87 expenditures (revised) ...................................................................... .. 

Deficiency ........................................................................................................ :. 

-$59.1 ..,.$97.7 
$2,387.4 $4,878.2 

$178.3 $352.7 
1987-88 
Adjustments to baseline expenditure estimate 

1. Increase in use of services .................................................................. ; .... . $74.9 $152.3 
2. Elimination of 1986-87 one-time savings and costs .......................... .. 63.3 100.0 
3. Full-year costs of 1986-87 provider rate increases ............................ .. 5.1 10.2 
4. Full-year costs of 1986-87 beneficiary COLA "spin-off' .................. .. 6.1 12.2 
5. Full-year savings and costs of 1986-87 program changes ................ .. -12.5 -21.9 
6. Statutory provider rate increases, 1987-88 ...................................... , .... . 7.8 15.7 
7. 1987-88 beneficiary cost-of-Iiving (COLA) "spin-off' ...................... .. 7.3 14.6 
8. Changes in non-fee-for-service costs .................................................... .. 10.7 22.1 
9. Other adjustments .................................................................................... .. -7.0 -18.0 

Subtotals, baseline adjustments ............................................................... . $155.7 $287.1 
Proposed program changes 

1. Program restructuring .............................................................. ; ................ . -125.0 -250.0 
2. Cost avoidance/recovery enhancement initiatives .......................... .. -24.5 -48.9 
3. Restrictions on abortions .......................................................................... .. -14.7 -12.9 
4. Six-month postponement of AFDC COLA ........................................ .. -4.5 -9.0 
5. San Mateo County health system ........... , ............................................... . 4.2 8.4 
6. ICF/DD-H supervision rate increase .................................................. .. 1.3 2.6 ---

Subtotals, proposed program changes ......... :,.; ...................................... . 
1987-88 expenditures (proposed) .................................................................. .. 

-$163.1 -$309.9 
$2,380.0 $4,855.5 

Change from 1986-87: 
Amount.. ............................................................................................................ .. -$7.4 -$22.0 
Percent .............................................................................................................. .. -0.3% -0.5% 

1. Unfunded Costs. The major reason that there will be a deficien
cy in the Medi-Cal program in the current year is that the 1986 Budget 
Act did not include funds for all ofthe predictable costs of the program. 
This occurred in the following areas: 

• Arbitrary Reduction in the Estimate ($115.2 Million General Fund). 
The Department of Finance reduced the expenditure estimates that 
it received from the Department of Health Services (DHS) to ac
count for the possibility that the estimates were too high. It is now 
clear that the arbitrary reduction imposed on the DHS' estimate by 
the Department of Finance was not merited. The original expendi
ture estimates submitted by DHS were substantially correct. 

• Veto to Adjust for Claims Acceleration ($25 Million General Fund). 
The Governor vetoed $50 million ($25 million General Fund) from 
the Medi-Cal budget to "adjust for . . . an acceleration·of provider 
claims received in the current year." Had such an acceleration oc
curred, it would have resulted in a shift of costs from 1986-87 back to 
1985-86. There is no evidence, however, that providers actually ac
celerated their normal claiming patterns. 

• Veto of Funds for Nonsteroidal Anti-Inflammatory Drugs (NSAIDS) 
($10.7 Million General Fund). The Governor vetoed $21.4 million 
($10.7 million General Fund) from the budget that was intended to 
cover the costs of providing NSAIDS through the Medi-Cal program, 
as required by law. Since there was no statute enacted to eliminate 
the requirement to provide these drugs, the veto did not restrict the 
availability of the drugs to beneficiaries; instead, it created a deficien
cy. 
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• Veto of Funds for Hospital Rate Increases ($3 Million General Fund). 
The Legislature augmented the 1986 Budget Bill by $30 million ($15 
million General Fund) to cover the costs of increases in the rates paid 
to hospitals under contract with the Medi-Cal program. In vetoing 
these funds, the Governor stated that "it would be inconsistent with 
the fundamental basis of negotiation to budget a general increase." 
The department now estimates, that the costs of rate increases granted 
to contract hospitals for 1986-87 will total $6 million ($3 million Gen-
eral Fund). . .... .'. . 

• Long-Term Care Rate Increases ($19.6 Million General Fund). In 
our Analysis of the 1986-87 Budget Bill, we recommended that the 
department include an estimate of the costs of statutorily required 
increases to the rates paid to long-term care facilities (nursing homes 
and state hospitals). Even though the department was able to pro
duce a reasonably accurate estimate of the costsbf these increases, the 
costs were not included in the budget through the May revision proc
ess. 

• Abortions ($14.6 Million General Fund). The Budget Act in
cludes a provision that prohibits the Medi-Cal program from paying 
for abortions except under limited circumstances (in rape cases, for 
example). Substantially the same provision has been included in ev
ery Budget Act for the last several years. Each year the courts have 
ruled that the provision unconstitutionally restricts abortions. The 
courts overturned the restrictive abortions provision in August 1986, 
with the result that the program will pay $14.6 million more for abor
tions in 1986-87 than was provided in the 1986 Budget Act. 

• Monterey County Special Health .,4uthority ($3.4 Million General 
Fund). The Budget Act authorized the transfer of up' to $3.4 mil
lion from the Health Care Deposit Fund to cover the state's costs 
associated with the bankruptcy of this special health authority. The 
Budget Act did not,however, increase the expenditure authority of 
the department by' this amount or appropriate funds to cover the 
transfer. . ',' . 

2. Unanticipated. Changes. In addition to the unfunded costs dis
cussed above,' the .budget identifies the' following major unanticipated 
changes that resultin increased cos~s. in 1986-87: 

• Reduced Savings From Enhanced Cost Avoidance ($9.7Million Gen
eral Fund). This program was implemented to identify Medi-Cal 
beneficiaries' who are also covered by private health I1laintenance 
organizations. The department has reduced its estimate of the savings 
that will result from this program from $10 million to $330,000 because 
the number of eligibles covered· by private insurance is less than 
anticipated. 

• Increase in the Dental Contract ($5.4 Million .,General Fund). 
The department contracts with Delta· Dental to provide dental care 
to Medi-Cal beneficiaries on a capitated basis (thatis,Deltareceives 
a predetermined monthly payment for each eligible beneficiary). 
The contracted monthly rate is renegotiated each year. The rate 
negotiated for the current year was about 12 ,percent higher than 
anticipated in the Budget Act. . 

• Additional Checkwrite ($26. Million ·GeneralF~nd).. Each year, 
the Controller establishes a schedule for writing checks to pay Medi
Cal providers. Typically, the schedule calls for four checkwrites per 
month. The schedule for 1986-87 included one more checkwrite than 
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the Budget Act anticipated. The additional· checkwrite results in a 
shift of costs into 1986-87 that would otherwise be incurred in 1987-88. 

3. Administrative Initiatives to Reduce Expenditures. The total 
General Fund deficiency resulting from the unfunded costs and umm
ticipated changes discussed above is $237.4 million. The administration has 
identified the following initiatives to reduce expenditures and thereby 
reduce the amount of the deficiency appropriation needed to cover these 
costs: 

• Provider Rate Reductions ($18.7 Million General Fund). The ad
ministration announced on December 23, 1986 that it would reduce 
the rates paid to most Medi-Cal providers by 10 percent, from Febru
ary 1 to June 30, 1987. State law authorizes the Director of Health 
Services to impose such reductions for the duration of the fiscal year 
whenever he anticipates that the costs of the program are likely to 
exceed the funds available. While the rate reduction affects most 
providers, including physicians, dentists, and clinics, it does not affect 
many of the most costly and most heavily used services, such as hospi
tal inpatient care and long-term care facilities. At the time this. Analy
sis was prepared, the Department was under two temporary 
restraining orders prohibiting implementation of the reductions. 

• Pattems"o£.Treatment Utilization Review ($4.2 Million General 
Fund). The administration proposes to negotiate a change order 
with the Medi-Cal fiscal intermediary to implement this program. 
While the specific activities that would be undertaken by the fiscal 
intermediary have yet to be determined, the basic thrust of the pro
gram would be to use existing computerized billing data to identify 
inappropriate patterns of medical treatment. When such cases are 
identified, they would be subject to closer scrutiny by physicians 
employed by the fiscal intermediary. The department estimates that 
this program will save $50 million ($25 million General Fund) annual
ly and $8.4 million ($4.2 million General Fund) during the two 
months it is anticipated to be in operation in 1986-87. 

• Checkwrite Schedule Adjustment ($26 Million General Fund). 
The administration proposes to delay the "additional," unbudgeted 
checkwrite and thereby shift $52 million ($26 million General Fund) 
of current-year costs into 1987-88. 

• Transfer of Welfare and Institutions Code Section 14157.6 Funds 
($10.2 Million). The budget anticipates using $10.2 million from a 
federal audit settlement to offset General Fund costs in 1986-87. In its 
most recent estimate, however, the department has revised the 
amount of the settlement to $8 million. 

Potential Additional Costs 
In addition to the amounts displayed in Table 26, the department has 

identified potential General Fund costs in 1986-87 totaling $198.5 million. 
These costs consist of (1) a potential speed-up of payments to the federal 
government totaling $91.6 million pursuant to a variety of outstanding 
audits, (2) a potential settlement of state obligations to the County of Los 
Angeles and the federal government totaling approximately $45 million, 
and (3) a potential federal audit exception of $51.9 million involving insti
tutions for mental disease. These items are not included in the current 
estimate of .the deficiency because of substantial uncertainty regarding 
the exact amounts involved and the timing of payment, or even whether 
the state will incur any costs at all. 
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Proposed Changes for 1987-88 
Table 26 also displays the changes proposed for the Medi-Cal program 

in 1987-88. The table groups these changes into two categories: (1) adjust
ments to baseline expenditure estimates and (2) proposed program 
changes. . 

1. Adjustments to Baseline Expenditure Estimates. The table shows 
that adjustments to the baseline expenditure estimate result in a net in
crease in the anticipated costs of the program of $287.1 million ($155.7 
million General Fund). This represents an increase of approximately 6.5 
percent over estimated expenditures in the current year. 

Table 26 shows that the department's basic caseload and users estimate 
indicates that an increase in use of service will account for $152.3 million 
($74.9 million General Fund) in additional costs. Thisincrease is primarily 
attributable to increases in the numbers of AFDC and SSI/SSP cash grant 
recipients. 

The other major baseline adjustment shown in Table 26 is an adjustment 
for the elimination of one-time savings and costs in 1986-87. The largest 
single adjustment in this category is the adjustment for the shift of the 
additional checkwrite.By rescheduling the checkwrite from late 1986-87 
to early 1987-88, the administration's proposal would result in a one-time 
savings in 1986-87. The budget "adds back" the $26 million into the base
line budget for 1987-88. All of the adjustments in this category reflect 
similar effects. 

2. Proposed Program Changes. As Table 26 shows, the budget pro
poses a variety of changes to the Medi-Cal program that will result in a net 
savings of $309.9 million ($163.1 million General Fund). The proposed 
program changes consist of the following items: 

• Program Restructuring ($125 Million General Fund). The budget 
proposes to reduce General Fund expenditures for Medi-Cal by $125 
million. This reduction would be accomplished by unspecified 
changes in the program, which the budget anticipates will be identi
fied by the Legislature and the administration over the next few 
months. 

• Cost A voidance and Recovery Initiatives ($24.5 Million General 
Fund). This represents a variety of measures proposed by the ad
ministration to reduce Medi-Cal costs. The largest single item ($25 
million General Fund) is the first full year of operation of the pat
terns-of-treatment utilization review project proposed to begin in 
May 1987. 

• Restrictions on Abortions ($14.7 Million General Fund). The 
budget includes a provision that would prohibit the use of Medi-Cal 
funds to pay for most abortions. The net effect of the restrictions 
would consist of (1) a General Fund savings of $16.4 million resulting 
from the elimination of Medi-Cal funding for most abortions and (2) 
an increase of $3.5 million ($1.8 million General Fund) due to in
creased delivery and infant care costs for the 25 percent of noncov
ered abortions in which, according to the department, the mother 
would carry the baby to term in the absence of a Medi-Cal-funded 
abortion. . 

• Six-Month Postponement of AFDC Cost-ot-Living Adjustment ($4.5 
Million General· Fund). The budget proposes to postpone the 
date on which the statutorily required AFDC cost-of-living adjust
ment (COLA) goes into effect from July 1,1987 to January 1,1988. The 
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:postpo~~m.ent would reduce Medi-Cal costs by $4.5 m~lion by delay
mg the spm-off costs of the AFDC COLA on the Medl-Cal program. 
These costs occur when increases in the AFDC grant level (1) reduce 
the share of cost required of medically needy beneficiaries and (2) 
increase the number of individuals who qualify for AFDG 

• San Mateo County Health System ($4.2 Million General Fund). 
The budget assumes that the San Mateo County health system will 
commence operations in August of 1987. The costs proposed for 1987-
88 would cover the "pipeline" and "start-up" costs of the new system. 

• Intermediate Care Facilities for the Developmentally Disabled
Habilitative ($1.3 Million General Fund). Th~ budget proposes 
augmenting the rate currently paid to intermediate care facilities for 
the developmentally disabled-habilitative. The augmentation is in
t.ended to cover the costs of additional supervisorial staff in these 
facilities. 

'~Program Restructuring" 
The Governor's Budg~t Summary calls for the Legislature to work with 

the administration to formulate long"term reforms in the Medi-Cal pro
gram "to permit the state to provide necessary medical benefits to the 
needy while containing program costs at a level which is 5 to 10 percent 
less than current trends would indicate." The budget anticipates a $125 
million General Fund savings resulting from this restructuring effort. Nei
therthe budget itself nor any of the supporting , documentation submitted 
with it provide any specific proposals for program restructuring. 

The proposed program restructuring would account for a 4.9 percent 
reduction, compared to baseline expenditures, in the first year of im
plementation. The long-term effect of the restructuring is likely to be 
substantially greater, however, since the proposed $125 million General 
Fund reduction wo~dtranslate into an ongoing reduction of at least $150 
to $200 million, depending on the precise nature and timing of the changes 
that would make up the restructuring. This is because Medi~Cal payment 
lags would reduce, the effect of any reform during the first fiscal year it 
takes effect. .., . . 

In a separate report entitled "The Medi-Cal Program in Perspective" 
,(report 87-6) we examine Medi-Cal expenditure trends to determine 
where the program stands relative .to other state Medicaid programs, 
General Fund expenditures as a whole, the state appropriations limit, and 
private health insurance costs and covered benefits. The report also iden
tifies major options for reducing Medi-Cal costs. 

The report concludes that: 
• The program's costs are less than the costs of Medicaid programs in 

other states. 
• The major differences between benefits provided by Medi-Cal and 

private insurance are inherent in the basic differences between the 
purpose of Medi-Cal and the purpose of private insurance. 

• Medi-Cal costs are growing at a rate lower than inflation in the health 
care industry as a whole. 

• The program has reduced its share of the General Fund budget in 
recent years, and has been growing at arate lower than the rate of 
growth in the state's appropriations limit. .' 

• The growth in program costs that has occurred since the enactment 
of the last major Medi-Cal refo.rms in 1982 has been due primarily to 
explicit decisions by the Legislature and the Governor. 

The report also notes that the AIDS epidemic, the federal Immigration 



612 / HEALTH AND WELFARE Item 4260 

DEPARTMENT OF HEALTH SERVICES-Continued 

Reform and Control Act, and the aging of the state's population could have 
serious implications for Medi-Cal's future costs, but that there is too much 
uncertainty surrounding these recent developments to warrant basing a 
major reform solely on their potential effects. 

Finally, the report recognizes the possibility that the Legislature may 
want to implement a major reform of the Medi-Cal program for reasons 
having little to do with the Medi-Cal program itself. In other words, the 
Legislature may choose to reduce the General Fund commitment to 
Medi-Cal in response to the state's overall fiscal condition and as a way of 
funding the Legislature's priorities in other program areas. In order to 
accommodate a Medi-Cal savings of the magnitude proposed in the 
budget, the Legislature probably would have to (1) eliminate some bene
fits or eligibility categories that are optional under federal law (the annual 
General Fund costs of federally optional benefits is approximately $500 
million while the costs of services to individuals in optional eligibility 
categories totals $660 million ann~ally), (2) pursue var.ious cost ayoidance 
and recovery enhancements, (3) lmplement changes m purchasmg prac
tices, (4) improve utilization review, and/or (5) develop alternatives to 
long-term care. 

Cost Avoidance, Recoveries, and Utilization Review Proposals 
Cost Avoidance and Recovery Enhancements Proposed in the Budget 

The budget proposes Medi-Cal savings totaling $57.2 million ($28.7 mil
lion General Fund) as a result of cost avoidance and recovery enhance
ment initiatives. This is $48.9 million ($24.5 million) above savings 
assumed in the current year. The annual savings resulting from these 
initiatives would be $74.4 million ($37.2 million General Fund) beginning 
in 1988-89. 

The initiatives proposed in the budget are as follows: 
1. Patterns-oE-Treatment Utilization Review450 Million ($25 Million 

General Fund) in 1987-88 and Annually Thereafter. Under this pro
posal, the Medi-Cal fiscal intermediary will make automated comparisons 
of services rendered to Medi-Cal beneficiaries with accepted patterns of 
treatment. When the fiscal intermediary identifies inappropriate treat
ment, it will deny payment to providers. The patterns of treatment used 
by the fiscal intermediary will first be reviewed by the department's 
medical staff to ensure that they reflect an appropriate medical interpre
tation of existing program regulations. While our review indicates that the 
department's estimate of the savings that can be achieved through this 
proposal is preliminary and therefore subject to a substantial amount of 
error, we agree with the department that the proposal could result in 
substantial savings. The department advises that a more reliable estimate 
of savings should be available at the time of the May revision. 

2. Termination of California Medical Review, Incorporated (CMRI) 
Contract-$3.1 Million ($1.6 Million General Fund) in 1987-88 and $4.7 
Million ($2.3 Million General Fund) Annually Thereafter. The 
budget proposes to terminate the contract with CMRI to perform utiliza
tion reviews of acute hospital admissions in three areas of the state. The 
department states that turning over this utilization review to Medi-Cal 
field office staff will result in an increase in the number· of treatment 
authorization requests denied. 

3. Probate Recovery Enhancements-$1.5 Million ($700,000 General 
Fund) in 1987-88 and $6 Million ($3 Million General Fund) Annually 
Thereafter. The budget proposes to increase the number of cases in 
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which the Medi-Cal program recovers costs from the estates of deceased 
bene{j.ciaries, This increase in probate cases would be accomplished pri
marily through a .. variety of improvements in the way that privateattor
neys and public guardians are advised of their obligation to notify the state 
of probate actions involving former Medi-Cal benefici~ries.· .. 

4: Cost Avoidance. Enhancements-$2 Million ($1· Million.· General 
Fund) in 1987-88 and.$7.2 Million ($3.6 Million General Fund) Annually 
Thereafter. The budget proposes to continue the department's efforts 
to improve its cost.avoidance program. Currently, the department identi
fies Medi-Cal benefiCiaries who are covered by non-Medi-Cal health main
tenanceorganizations (HMOs) arid reflect~ this fact on their Medi-Cal 
cards. This practice avoids Medi-Cal costs by ensuring that Medi-Cal pro
viders refer thesebeneficiarieslo their HMOs for any service covered by 
the HMO. Under the proposed second phase. of the cost avoidance pro
gram, the department will begin identifying those Medi~Cal beneficiaries 
who have health insurance other than through an HMO. The department 
is currently considering implementing this enhancement earlier in the 
budget year than the start-up date upon which its savings estimate was 
based. The earlier start-up, if it proves feasible, would approximately dou
ble the savings that could be achieved in 1987-&8. 

5. Mini On-Site Reviews-$400,000 ($200,000 General Fund) in 1987-88 
and $3.2 Million ($1.6 Million General Fund) Annually Thereafter. 
The budget proposes to increase the department's auditing of Medi-Cal 
providers by adding audit staff who would perform shortened audits. The 
department advises that the intent of these additional audits is to improve 
the accuracy of provider billing practices. In our analysis of the Audits and 
Investigations Division's budget, we withhold recommendation on the 
funds to add staff for these additional audits pending review of the depart
ment's specific plans. We are unable to assess the accuracy of the depart
ment's estimate of the savings that would result from the additional audits. 

6. Medical and Pharmaceutical Policy Reviews-$200,000 ($100,000 
General Fund) in 1987-88 and $3.3 Million ($1.5 Million General Fund) 
Annually Thereafter. The budget proposes adding three positions-a 
pharmaceutical consultant, a medical consultant, and an analyst-to con
duct various pharmaceutical and medical policy reviews and updates. The 
department believes that there are potential major savings that could be 
accomplished through additional pharmaceutical and medical policy re
views and updates. We discuss these savings in more detail below. 

Potential Additional Savings From Policy Reviews and Updates 
We recommend that the department report during budget hearings on 

the potential savings that could result from policy reviews in addition· to 
those proposed in the· budget. 
. The ~udget I?ropbs~s three ne~; positions to conduct medical and phar-

maceutical policy reViews.· Speclfically: . . . 
• The pharmacist position would be used to conduct the research neces

sary in order for the department to issue an additional maximum 
allowable ingredient cost (MAIC) regulation in 1987--88. These regu
lations specify allowable costs for drug ingredients. The department 
advises that each new MAIC regulation issued reduces annual Medi-
Cal costs. by $2.3 million. .. ... . 

,; The medical consultant and the analyst positions would be used to (1) 
establish guidelines for Medi~Cal field office staff to follow in negotiat
ing prices for equipment such as hospital beds, nerve stimulators, and 
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oxygen concentration machines to Medi-Cal beneficiaries and (2) 
develop regulations to require certain state-of-the-art oxygen use 
techniques for Medi"Cal beneficiaries who use oxygen. The depart
ment advises that the use of negotiated prices for the equipment 
would save $257,000 annually. Also, according to the department, the 
new techniques for using oxygen would reduce oxygen use by 30 
percent,. thereby saving $840,000 annually. 

Our review of the documents submitted by the department in justifica
tion of the proposed three positions indicates that the department believes 
that there are several opportunities, in addition to the three proposed in 
the budget, for major savings that could be achieved through pharmaceu~ 
tical and medical policy reviews and updates. Specifically, the department 
has identified the following areas as likely candidates for policy review: 

• Negotiated Pricing of hearing aids, oxygen, wheelchairs, and other 
medical supplies. . . 

• Billing Practices of anesthesiologists. 
• Technological Advances in Wheelchair Design. 
• Patient Selection for Heart Bypass Surgery. 
• Analysis of High-Cost Services. 
• Preventive Medicine. . 
• Criteria for Using Vitamin Supplements in Nursing Homes. 
• Additional MAIC Regulations. . . 
• Revision of the Estimated Acquisition Cost (EAC) Program used in 

drug ingredient rate setting. 
The budget does not include funds to implement any of the above policy 

reviews. According to the department, existing staff does not have time 
to conduct these reviews, and the new staff requested in the budget will 
be fully occupied with the policy reviews that are proposed in the budget. 
At the same time that the administration is calling on the Legislature to 
help it identify program changes that will reduce Medi-Cal costs by $125 
million in 1987-88, it has not chosen to propose additional policy reviews 
despite their savings potential. We are unable to advise the Legislature 
regarding the likelihood of the savings level that could be achieved 
through these· reviews. We therefore recommend that the department 
report to the fiscal committees at the time of budget hearings on the 
potential savings that could result from policy reviews in the areas men
tioned above. 

Potential Savings That Could Result From the New Fiscal Intermediary Con
tract 

We recommend that the department report during budget hearings on 
the savings it anticipates will be. achieved in the long run as a result of the 
upcoming reprocurement of the Medi-Cal fiscal intermediary contract. 

The department contracts with a fiscal intermediary to process fee-for
service Medi-Cal claims. The current contract will expireinMarch 1988. 
The department issued a request for proposals (RFP) in February 1987. 
The RFP invites bidders to include an estimate of the. program savings 
they estimate can be achieved through innovative uses of the fee-for
service data base and the claims processing system. The contractor selec
tion process will include some consideration of each bidder's proposed 
savings options. Bidders will not receive creditfor savings proposals that 
the department finds to be unrealistic, overestimated, or harmful to 
beneficiaries ofthe program. The RFP limits the proposed annual savings 
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that the department will take into account in awarding the contract to $50 
million ($25 million General Fund). 

The department advises that, in its judgment, the bidders will have no 
trouble in identifying savings of this magnitude that can be acJ.lieved 
without eliminating any benefits or eligibility categories. The patterns-of
treatment utilization review program proposed in the budgetis an exam
ple of the ki,nd of cost savings feature the department anticipates that it 
will receive in response to the RFP. The utilization review program was, 
in fact, suggested by the incumbent contractor. 

Given the magnitude of the ongoing savings that could be achieved 
under the new contract, the Legislature may want to take these savings 
into account as it considers the administration's request to reduce General 
Fund Medi-Cal expenditures by $125 million in 1987-88. We therefore 
recomtnend that the department report to the fiscal committees at the 
time of budget hearings on the savings it anticipates will be achieved in 
the long run as a result of the upcoming reprocurementof the Medi-Cal 
fiscal intermediary contract. . .~. 

Technical Budget Issues 
We recommend a reduction of $12,496,()(}(} ($6,301,()()(} General Fund) to 

correct for (1) overbudgeting of the costs of the Los Angeles County 
Community Health Plan ($6,393,~3,250,()()(} General Fund) and (2) 
underbudgeting of the savings that result from the identification by the 
Social Security Administration of Medi-Cal beneficiaries with private in
surance coverage ($6,103,000-$3,051,()()(} General Fund). (Reduce Item 
4260-101-001 by $6,301,()()(} and Item 4260-101-890 by $6,195,()(}(}.) 

The budget includes savings of (1) $13,830,000 ($7,032,500 General 
Fund) for the costs of the Los Angeles County Community Health Plan 
and (2) $8,389,000 ($4,194,000 General Fund) due to the identification by 
the federal Social Security Administration of Medi-Cal beneficiaries who 
are covered by private health insurance. Our review indicates that: 

• The department's estimate of the costs of the Los Angeles County 
Community Health Plan are based on out-of-date assumptions regard
ing the number of benefiCiaries that will be enrolled in the plan. If 
recent enrOllment data are taken into account, the department's esti
mate of the costs of the plan in 1987-88 is reduced by $6,393,000 
'( $3,250,000 General Fund). . 

• The department's estimate of the savings associated with identifying 
Medi-Cal beneficiaries who have private health coverage is based on 
an assumption that the Medi-Cal program saves an average of $65.57 
per month for each of the individuals identified by the project. A 
more realistic estimate of the monthly savings for each of these in
dividuals would be$115.Jf the department's estimate is changed to 
reflect the more realistic estimate of the savings rate, the estimated 
savings associated with the project is increased by $6,103,000 ($3,051,-
000 General Fund). 

We therefore recommend a reduction of $12,496,000 ($6,301,000 Gen
eral Fund) to correct for (1) overbudgeting of the costs of the Los Angeles 
County Community Health Plan and (2) underbudgetmg of the savings 
that result from the identification by the Social Security Administration of 
Medi-Cal beneficiaries with private insurance coverage. 
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Limitation on Expenditures 
We recoPlmend that the Legislature adopt Budget Billlanguageinclud~ 

ed in. the 1986 Budget Act (1) prohibiting expenditures in excess of 3 
percent of the amount appropriatedin any expenditure category and (2) 
requiring legislative notification before augmentations are approved f()r 
any service category. . . . 

The 1987 Budget Bill includes funds for all Medi-Callocal assistance 
categories in a single budget item. As a result, funds can be transferred 
among the amounts appropriated for (1) health care beriefits, (2) county 
administration, and (3) claims processing, so long as tot:.al expenditures do 
not exceed the total local .assistance appropriation. Since 1982 when the 
local assistance amounts were first combined into one item, the Legisla
ture has added language to each Budget Bill designed to ensure that the 
Legislature is notified of all augmentations to any' of the three local assist
ance categories and that these augmentations do not exceed 3 percent of 
the amount appropriated by the Legislature for that category . 

. Without this limitation, the Legislature would not have accurate infor
mation on the costs of particular services, because the department would 
have the authority to make unlimited. shifts of funds between Medi-Cal 
local assistance program categories. For example, the adminIstration could 
transfer unlimited amounts from the legislative appropriation for Medi
Cal health care services to support fundipg increases for county adminis7 

tration or claims processing.· . 
The 1987 Budget Bill does not contain the language added by the Legis

lature in earlier years. To ensure that unlimited transfers do not occur, we 
recommend that language be added to the 1987 BudgeLBill prohibiting 
augmentations in excess of 3 percent and requiring that· the Legislature 
be notified of other augmentations. Specifically, we recommend that the 
Legislature adopt the following language, which is identical to language 
contained in the 1986 Budget Act. . 

"The transfer of amounts· from one· cat~gory in this item to another 
category shall not exceed 3 percent of the amount scheduled for the 
receiving category. No augmentation of amounts available for expendi
ture in any category shall be made sooner than 30 days after notification 
in writing of the necessity therefor to the chairperson ()f the committee 
in. each house which considers appropriations and the Chairperson of 

: the Joint Legislative Budget Coinmittee, or not sooner than such lesser 
.. time as the chairperson of the committee, or his or her designee, may 

in such instagce determine:" , . 

Legislative Notification of Changes in Rules or Regulations 
We recommend the adoption of Budget Bill language requiring the 

department to notify the Legislature of any rule change expected to cost 
$1 million or more . 
. The 1987BudgetBill does not include language that was placed in the 

1986 Budget Act by the Legislature as a means of assuring legislative 
oversight of proposed expenditure changes. The 1986 Budget Act requires 
the Department of Finance to notify the Joil1tLegislative Budget Coin~ 
mittee of any change in Medi~Cal rules or regulations that is expected to 
result in annual General Fund costs or savings of $1 million or more. 

It is important that the Legislature receive notification of regulations or 
rule changes expected to result in significant increases or decreases in 
Medi-Cal expenditures, in order to (1) assure that legislatively authorized 



Item 4260 HEALTH AND WELFARE / 617 

program services are being provided and (2) monitor General Fund costs. 
Therefore, we recommend that the Legislature adopt the following lan
guage: 

"When a date for public hearing has been established for a change in 
any program, rule, or regulation, or the Department of Finance has 
approved any communication revising any department program, the 
two fiscal committees and the Joint Legislative Budget Committee shall 
be notified if the annual General Fund cost of the proposed change is 
$1 million or more." 

Process for Budgeting Long-Term Care Rate Increases Should Be Improved 
We recommend that as part of the May revision, the Department of 

Finance provide an estimate of what rate increases for long-term care 
facilities will cost. 

The budget proposes no funding for long-term care facility rate in
creases, even though the state's plan and federal regulations will make 
these increases difficult (if not impossible) to avoid. 

The cost of rate increases required for long-term care facilities will not 
be known until after the Department of Health Services completes its 
annual rate study. In the past, the department has n,ot been able to com
plete its rate study until after the Department of Finance has submitted 
its May revision of expenditures to the Legislature. Nevertheless, the 
department generally has been far enough along in its analysis of the 
reported costs of these facilities that it could project an approximate per
centage increase in the rates. Such an estimate-,.even a rough estimate
would be of value to the Legislature in doing its fiscal planning if it were 
included in the May revision, as are other statutory rate increases. The 
amount in the final budget could be adjusted by the Conference Commit
tee on the Budget Bill to reflect the final rate increases. 

We therefore recommend that, as part of the May revision of expendi
tures for the Medi-Cal program, the Department of Finance provide an 
estimate of what the increases in long-term care rates called for by the 
state's plan will cost. 

B. COUNTY ADMINISTRATION 
The budget proposes $148.3 million ($71.5 million General Fund, $76.8 

million federal funds) for county welfare departments to determine Medi
Cal eligibility for medically needy beneficiaries. The costs of eligibility 
determinations for categorically eligible beneficiaries (AFDC and SSI/ 
SSP cash grant recipients) are covered by the AFDC and SSI/SSP pro
grams. 

The budget anticipates that General Fund Medi-Cal eligibility determi
nation costsin the current year will be $1.9 million, or 2.9 percent, higher 
than the amount appropriated in the 1986 Budget Act. As Table 27 shows, 
the deficiency is primarily due to (1) a projected 2 percent caseload 
increase, (2) the costs of complying with court orders, and (3) the in
creased costs of the Income and Eligibility Verification System (IEVS) 
pilot project. 

The proposed $71.5 million General Fund aPI>ropriation for county ad
ministration represents an increase of $8.9 million, or 14 percent, over 
estimated 198&-87 expenditures. As Table 27 shows, the increase is due 
primarily to (1) the elimination of Provision 1 funds that are not expected 
to be available in 1987-88 (these are funds received from counties due to 
"excess denial rates") , (2) the costs of continuing the development of the 
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Table 27 
Medi-Cal County Administration 

Proposed 1987-88 Budget Changes 
(dollars in thousands) 

Funds available, 1986 Budget Act 
1.. Eligibility item .......................... ~, ........................................................... ~ ........ .. 
2 .. Federal refugee reimbursements ................................ , ............................. .. 
3 .. Pr.ovisi.on 1 funds ................................................................................. : .......... . 

Subt.otals, 1986-87 expenditures (Budget Act) ...................................... .. 
Unanticipated 1986-87 changes 

1. Increased casel.oads ........................................................................................ . 
,2. Reduced c.osts .of the c.ost-av.oidance pr.oject.. ........................................ .. 

3. Increased c.osts .of the Inc.ome Eligibility Verificati.on System (IEVS)' 

4. ~~~r~r~~~~;s··:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
5. Increased reimbursements f.or refugees ................................................... .. 
6. Rest.oration .of dual ch.oice in San Diego C.ounty .................................. .. 
7. Other changes ................................................................................... ~ ............. . 

1986-87 expenditur~;' (estimated) .......................................... : ......................... .. 
Pr.ojected deficiency .............. ~ ............ : ...... :.;.: .................................................... : 

1986-'87 pr.oP.osed changes . 
1. Eliminati.on of Pr.ovisi.on 1 funds ............................... : ............................ .. 
2. Eliminati.on .of .one-time C.osts f.or c.ourt.orders .............. ; ...................... . 

. 3. Increased savings, San Dieg.o'C.ounty aut.omated intake .................. .. 
4. Statewide Aut.omated Welfare System (SAWS) devel.opment C.osts, 
5. Retr.oactive C.ost:.of-living adjustment (4.78 percent) ........................ :. 
6. Eliminati.on .of IEVS pil.ot pr.oject .. ; ........................................................ , 
7. First year .of.statewide phase-in .of IEVS .............................................. .. 
8 .. P.ostpartum c.overage ................................................................................... .. 
9. Out-.of-state f.oster children ...................................................................... .. 

10. Early Peri.odic Screening Diagn.osis and Treatment pr.ogram case-
l.oad increase ..................................................................................................... . 

11. Calif.ornia Children's Services casel.oad increase .......................... : ...... . 
12:' Other changes ......... , ........... ; ......................... : ........ : ......................................... . 

1987-88 expenditures (pr.oP.osed) ........................ ::: .. ;: ....................................... .. 
Change fr.om 1986-87 (estimated) 

Am.ount ....... ; .......... , .. ~ ..................................................... ; .. , .................................... . 
Percent ....... : ............................. ,· ........................................... : .................................. . 

Item 4260 

General All 
Fund Funds 

. $60,697 

$60,697 

1,273 
-24 

219 
372 

-130 
103 

~ 
$62,557 

-$1,860 

2,500 
-372 
'-SO 
1,036 
1,956 
-362 
3,699 

152 
-13 

82 
346 

-32 

$71,469 

$8,912 
14.2% 

$129,451 
375 

2,500 

$132,326 

2,539 
~448 

439 
723 

206 
12 

$135,797 
. -$3,471 

-723 . 
-160 
2,072 
3,911 
-824 
7,398 

304 
-25 

-179 
786 

-12 
. $148,345 

$12,548 
9.2% 

Statewide Automated Welfare System (SAWS), (3) the 1987~8costs of 
cost-of-living adjustments (COLAs) granted by county welfare depart
ments to their employees in 198~7 (the average COLAisestimated at 
4,78 percent), (4) the costs of the first year of oper~ting IEVS, and (5) 
increasedc6sts. of CCS case management due to an estimated increase in 
CCS users. 

Income Eligibility Verification System 
. The budget proposes $1,398,000 ($3,699,000 General Fund) for the 

Medi-Gal program's share of the costs of the first year of a planned 15-
month phase~in of the Income Eligibility Verification System (IEVS). 
According to . documentation submitted in support of the budget, the 
statewide costs of the system to the Medi-Cal program will, total $16,451,-
800 ($8,224,000 General Fund) annually once the system is fully phased-in. 
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Background 
Federal Requirements. The Deficit Reduction Act of 1984 required 

states to implement a system for electronically matching the names of 
Medicaid, AFDC,and Food Stamps recipients and applicants against vari
ous data bases in order to detect fraud and to verify eligibility for benefits 
under the programs. The various federal agencies that administer these 
programs issued final regulations on IEVSon February 28, 1986. The 
regulations contain detailed requirements regarding the implementation 
of the system and required states to fully implemerit the system by Octo
ber 1, 1986. The regulations also provided that failure to implement IEVS 
on time would constitute grounds for fiscal sanctions in all three federal 
programs, and declared that no state would be granted a postponement 
of the deadline for implementation. . 

In response to these regulations, the Departments of Health Services 
and Social Services drafted an implementation plan in the spring of 1986. 
The departments requested, and received, augmentations to their budg
ets totaling $1,995,000 ($849,000 General Fund) to cover the 1986-87 costs 
of developing and testing IEVS in California. The implementation plan 
calls for development and pilot testing to be complete by July 1987 and 
for the system to be fully operational statewide by September 1988-two 
years after the federally imposed deadline. 

IEVS and Existing. Fraud Detection Systems. California currently 
operates a variety of computerized fraud detection and eligibility verifica
tion systems. Specifically, the state, in cooperation with the county welfare 
departments, operates systems that match AFDC and Food Stamps recipi
ents against various· computer files maintained by the state and federal 
governments containing data on employment income, financial assets, 
and government benefits (Social Security, SSI/SSP, railroad retirement, 
etc.) IEVS would expand the existing systems in the following three major 
ways: 

• It would add the names of medically needy Medi-Cal beneficiaries to 
the files to be matched against the various income, assets, imd benefits 
files. Existing fraud detection systems cover only those Medi-Cal 
beneficiaries who are also AFDC recipients. 

• It would add applicants for all three programs to the files to be 
. matched. Existing computerized fraud detection systems are limited 
to individuals who are already receiving aid. 

• It would, for the first time, require counties to follow up on the 
information they receive from computerized fraud detection systems. 
Currently, counties have the option to investigate or not investigate 
any case where the computer indicates that a recipient does, in fact, 
have income, assets, or other benefits. 

Costs of the Proposed New System. The $7.4 million proposed for 
IEVS in the Medi-Cal budget would go mostly to pay for the costs of 
eligibility worker follow-up. (We discuss the $22 million ($5.2 million 
General Fund) proposed for IEVS implementation in the AFDC and Food 
Stamps programs in our analysis of Item 5180-141, County Administration 
of Welfare Programs.) 

The budget assumes that county welfare department eligibility workers 
will need (1) 15 minutes to locate and open the case file of each benefici
ary whose name matches a name on one or more of the income, assets, and 
benefits files and determine whether the individual appropriately report
ed the income, asset, or benefit to the Medi-Cal caseworker, (2) 5 minutes 
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to enter data generated by IEVS in the case files of one-half of the new 
applicants for which IEVS generates a match, and (3) an additional hour 
to more closely investigate the estimated 40 percent of the cases in which 
further, documentation is needed or an inconsistency exists between 
beneficiary-reported income, assets, and benefits and those identified by 
IEVS. The department advises that the costs to purchase hardware and 
develop the computer programs needed to implement IEVS will be cov
ered in the current year and that there will be very little, if any, new 
development costs required to operate the system in 1987-88. 

Costs of IEVS Likely to Outweigh Benefits 
A well designed fraud detection system should identify enough fraud to 

generate savings at least adequate to defray the costs of operating the 
system. In fact, our experience with welfare' fra.ud detection programs 
indicates that it is possible to design systems capable of paying for them
selves many times over. Our review of the department's proposed system 
design, however, indicates that the Medi-Cal portion of IEVS, as envi
sioned in the budget, may cost much more to operate than it will save in 
terms of reduced Medi-Cal costs. We reach this conclusion based on our 
identification of four major defects in the department's proposal. 

1. The system design calls for follow-up of 100 percent of the cases that 
match a name on one or more of the income, asset, or benefit files. Experi
ence with welfare fraud detection systems indicates that the great major
ity of matches are benign: that is, the recipient has correctly reported the 
computer-identified income, or the amounts involved are trivial and not 
relevant to the person's eligibility or grant leveL It is therefore important 
to focus on those matches that are most likely to result in detection of 
fraud. The department's proposal does not propose a mechanism for focus
ing the follow-up on those cases in which it is most likely to produce 
savings. 

2. The proposal assumes that all follow,up will have to be done manual
ly by eligibility workers. Most of the state's major counties have some 
degree of case-file automation.· Most of the existing computer systems, 
therefore, contain much of the information that would be needed to iden
tify which cases warrant further follow-up and investigation by a worker 
and which do not. The department's proposal, however, does not address 
the possibility of automating some portion of the followcup. We identified 
this problem last spring in our analysis of the pilot project. The depart
ment has not taken this into consideration in developing its plan. Automa
tion of only half of the follow-up activities would save $6.3 million annually 
once IEVS is fully operational statewide. 

3. The proposed screening of applicants is not likely to generate signifi
cant savings. This is because the data available on earned income are 
at least four to six months late. The data, which are maintained by the 
Employment ,Development Department, are not accessible until at least 
three months afterthe end of the quarter to whiCh the records apply. 
Moreover, the data that are available on financial assets are more than one 
year old. Since the income and assets of a Medi-Cal applic;ant in any month 
prior to the month of application is not relevant to the applicant's eligibili
ty, it is difficult to see how the data could be used to detect fraud. The 
applicant component could generate some savings through other matches 
(for example the match against Social Security files), but it is questionable 
whether these savings would be adequate to offset the costs of the eritire 
applicant screening. 
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4. The budget does not include an estimate· of the savings that IEVSwill 
generate, either in 1987--88 or in subseqllentyears. Typically, when the 
dep~rtment proposes. a major ,initiative ·to redq.ce Mec;li-Cal costs, the 
buaget reflects the department s savings estimate" The department's fail
ure to include a savings .esthnate in the budget c~sts doubt on the depart
ment's own confidence that the program will, in fact, generate savings 
adequate to defray its costs. The absence of a savings estimate also makes 
it difficult for the Legislature to evaluate the proposal from a ben~fit/ cost 
perspeCtive or to establish a benchmark for use in judging the perform-
ance of IEVS once. it begins operation. . 

. . . 

A Scaled-Back Version of the Department's Proposal Could Increase the LikEtIi.;. 
hood that JEVS Will Be Cost-Effective . . . . . 

We recommend a.·reduction of $3,699,000 ($1,850,000 General·.Fund) 
consistent wft/1 a 50percentreduction in.the amount of eligibility w~rker 
tiine budgetcdlo follow up referrals l,md(!Tthe IEVS. We alsQ recommend 
Budget Bill language requiring the department· to (1) test a variety of 
follow-up thresholds in 1987-88, (2) ensure that counties use automated 
follow-up to the maximuIllextent possible, and (3) report to the Legisla
ture by December-15, 1987 on its estimate of the savings that will be 
generated by IEVS. 

We cannot recommend apPI:oval of full implementation of IEVS be
cause oUr analysis concludes that the system proposed in the budget may 
cost much more than it will save~ We recognize, however, that the federal 
government requires the stateto implement IEVS. In order .to minimize 
the chance that the federal government will impose fiscal sanctions on the 
state, and toimprbve the chance that the system willbe co~t-effective, we 
recommend that the Legislature adopt a scaled-back version of the de
partment's IEVS proposal. Specifically, we recommend that the Legisla-
ture: . . 

1. R.educe the proposed funding for the system in 1987-88 by one-half; 
Since nearly aU of the $7.4 million requested for the first year of IEVS 
operation is for eligibility worker follow-up, this would require the depart
ment to eliminate roughly one-half of the eligibility worker time budget
ed. This co~<leasily be accomplished through the. use, of automated 
follow~up and follow-up thresholds. Follow-up thresholds would consist of 
iIiinimum dollar aniounts 6f computer-ide:ntified income,assets,or belle
fits that would be subject to fol!ow-up. By establishing such thresholds; the 
department could control the amount of eligibility worker time needed 
to follow up on IEVS matches and thereby keep the costs of IEVS. within 
the amount budgeted. .. .. . . 

2. Require the department to gather the data necessary to identify the 
appropriat~ thresholds for each of the types ofiilcome, assets, and benefits. 
We recognIze that the thresholds the department would have to set for 
use in 1987-88 in order to keep the costs of IEVS within the reduced 
amounts we are recommending would initially have to be arbitrary. The 
department currently does not have any data that would allow it to deter~ 
minethe thresholds that yield the best combination of fl'a.ud detection and 
cost minimization. We believe, however, that the department could take 
advantage of the first year of its planned IEVSphase-in to test various 
thresholds so that, by the time the system is fully operational statewide, 
it can implement the appropriate thresholds. ...:. 

3. Require the department to develop an estimate of the savings that 
will be generated by IEVS. It should be possible for the department to 
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develop at least a preliminary estimate of the savings that will be gener
ated by IEVS after a few months of program operation. The department 
should, therefore, be able to· provide a savings estimate in time for the 
Le.gislature's use in evaluating the funds requested for IEVS in the 1988-89 
budget. . 

For these reasons, we recommend a reduction of $3,699,000 ($1,850,000 
General Fund) consistent with a 50 percent reduction in the amount of 
eligibility worker time proposed for follow-up under IEVS. We also recom
mend the adoption of the following Budget Bill language requiring the 
DRS, to (1) test a variety of follow-up thresholds during 1987-88, (2) 
ensure that counties use automated follow-up to the maximum extent 
possible, and (3) report to the Legislature by December 15, 1987 on its 
estimate of the savfugs that will be generated by IEVS: 

"The department shall test a variety of follow-up threshplds under the 
IEVS program in order to determine the amount of follow-up that is 
needed to ensure that the program generates savings in excess of its 
operating costs. The department shall also take appropriate action to 
ensure that counties use automated follow-up to the maximum possible 
extent. The department shall report to the Legislature by December 15, 
1987 on its estimate of the savings that will be generated by IEVS." 

... It is important to note that our recommendation does not hamper the 
department in its effort to comply with federal regulations regarding 
IEVS. The funding reduction we are recommending is not intended to 
delay the implementation schedule already established by the depart. 
ment. Instead, it is designed to ensure that whenever a county implements 
IEVS, it will do so in as cost-effective a manner as possible. This is not to 
say, however, that we believe the department can avoid federal sanctions. 
UIlder both the department's proposal for IEVS and our recommended 
scaled-back system, the state will oe two years late in complying with the 
federal IEVS requirements. Thus, it is quite possible that the state will be 
sanctioned regardless of the funding level provided in the final 1987-88 
budget. 

Costs of Retroactive Cost-of-Living Adjustment Overbudgeted 
We recommend a reduction of $965,000 ($483~OOO General Fund) to 

reflect the costs of a 3.6, percent retroactive cost-of-living adjustment 
(COLA)~rlither than the 4.78 percent used in the department's estimate 
of these costs. . 

The budget proposes $3,911,000 ($1,956,000 General Fund) for the 1987-
88 costs of cost-of-living adjustments (COLAs) granted by county welfare 
departments to their employees during 1986-87. The proposal is consistent 
with the state's policy in recent years of paying the state's 50 percent share 
of these costs beginning with the year following the year in which the 
COLAs are granted. The budget request assumes that counties granted 
COLAs averaging 4.78 percent in 1986-87. The department advises that 
it based this assumption on a preliminary estimate of the COLAs granted 
by counties, which was prepared by the Department of Social Services 
(DSS). 

The DSSalso funds COLAs for county welfare department employees 
on a retroactive basis. The DSS budget for retroactive COLAs is based, 
however,.on DSS' most recent estimate of the COLAs-3.6 percent. The 
Medi-Cal budget should be adjusted to reflect DSS' most recent estimate. 
We therefore recommend a reduction of $965,000 ($483,000 General 
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Fund) to reflect the costs of a 3.6 percent retroactive COLA, rather than 
the 4.78 percent used in the department's estimate of these costs. 

Cost Control Study Could Affect Costs in 1987-88 
We withhold recommendation on $26,52~OOO proposed from the Gen

eral Fund for that portion of the costs of eligibility worker salaries and 
benefits that is tied directly to the state's productivity targets, pending 
receipt of the departments' final implementation plan for establishing 
productivity targets. . 

The 1986 Budget Act requires the Departments of Health Services·and 
Social Services to conduct a study of the current county administration 
cost control plan. This plan establishes the productivity targets used to 
budget and allocate funds to counties for administration of theMedi~Cal; 
AFDC, and Food Stamps programs. Under the current plan, the state's 
share of the costs of administering these programs is limited to the state's 
percentage share of only those county costs that are consistent with these 
productivity targets. The plan establishes the targets based on the average 
level of productivity of the counties' eligibility workers in a specified base 
year. The base years used to set the targets are 1984-85 for Medi-Cal and 
1980-81 for AFDC and Food Stamps. 

The 1986 Budget Act requires the departments to submit to the Legisla
ture by May 1, 1987 a final implementation plan for a new method of 
establishing productivity targets. The departments are currently working 
with the County Welfare Directors Association (CWDA) to (1) study the 
current system and identify any needed improvements and (2) prepare 
the required implementation plan. 

The outcome of the study could have significant implications for the 
costs of county administration of the three programs in 1987"-88. This is 
because the Budget Act states the Legislature's intent to either (1) author
ize the departments to implement their plan if it is . acceptable to the 
CWDA, (2) consider any alternative plan submitted by the CWDA in the 
event that the CWDA does not agree to the departments' plan, or (3) 
consider updating the base year used to establish targets for 1987"-88 to the 
most recent year for which data are available. The targets that areestab
lished for 1987-88 would vary dramatically depending on which of these 
options the Legislature adopts. 

Of the $71.5 million from the General Fund proposed for county admin
istration of the Medi-Cal program in 1987-88, $26,527,000 is directly related 
to the productivity targets (this amount reflects the cost of the salaries and 
benefits of that portion of the counties' workforce that is budgeted based 
on the targets). We therefore withhold recommendation on $26,527,000 
from the General Fund proposed for eligibility worker salaries and bene
fits pending receipt of the departments' final implementation plan. 

C. MEDI-CAL CLAIMS PROCESSING 
The Department of Health Services does not directly pay doctors, phar

macists, nursing homes, or other providers for the services they render. 
Instead, the department contracts with fiscal intermediaries for Medi-Cal 
fee-for-service claims processing. Currently, the department has process
ing contracts with the Computer Sciences Corporation (CSC) and two 
other vendors. In addition, the department reimburses (1) the State Con
troller's Office for printing and mailing checks to Medi-Cal fee-for-service 
providers and (2) the State Treasurer's Office for redeeming Medi-Cal 
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warrants. Payments to organized health systems and to providers of men
tal health services under the Short-Doyle Act are proGessed directly by the 
department or, in the case of the Redwood Health Foundation and Delta 
Dental, by the health system itself. 

Proposed Program Changes 
The budget request for claims processing is $7 million ($2.2 million 

General Fund) less than estimated 1986-87 costs. Table 28 displays the 
proposed changes that result in this reduction. As the table shows, the 
reduction is primarily due to (1) the elimination of one-time costs for a 
settlement with CSC that occurred in 1986-87 ($6 million-$1.5 million 
General Fund), (2) the scheduled reduction in the monthly contract price 
for dental claims processing ($1.8million-$900,000 Genera.l Fund), and 
(3) the costs for esc to turnover the fiscal intermediary operation to a 
new contractor ($1.3 million-$300,000 General Fund). 

Table 28 

Medi-Cal Claims Processing 
Proposed 1987-88 Budget Changes 

(dollars in thousands) 

Funds available, 1986 Budget Act 
1. Fiscal intermediary item ............................................................................ .. 
2. Refugee reimbursements ............................................................................. . 

Subtotals ....... ; .... ; ............................................................................................... .. 
Unanticipated 1986-87 expenditures " 

1. Computer Sciences Corporation contract 
a. Sales tax ....................................................................................................... . 
b. Other adjustments ................................................................................... . 

2. Medicare crossover contracts ..................................................................... . 
3. State Controller agreement ................................................... : ..................... . 
4. Delta Dental contraCt .................................................................................. .. 
5. Increased refugee'reimbursement ............................................................ .. 

1986-87 expenditures (estimated)" .................................................................... .. 
Projected deficiency .......................................................................................... .. 

1987--88 proposed changes 
1. Computer Sciences Corporation contract 

a. Sales tax ...... : ................................... : ............................................................. .. 
b. Turnover .................................................................................................... .. 
c. Elimination of one-time costs ................................................... , .......... .. 
d. Other adjustments .................................................................................. .. 

2. Medicare crossover contracts .................................................................... .. 
3. State Controller agreement ................................................... , .................... .. 
4. Delta Dental contract ................................................................................... . 
5. Child Health and Disability Prevention claims processing ................. . 
6. Reduced refugee reimbursement ............................... ,; ........................... .. 

1987--88 expenditures (proposed) ................................................... ; ................... . 
Change from 1986-87 (estimated) , 

Amount ..................................... : ........................................................................... . 
Percent.. .................................. · ................................................................................ . 

General All 
Fund Funds 

$13,289 

$13,289 

-405 
177 
90 
43 

168 
-50 

$13,312 
23 

-86 
325 

-1,511 
-324 

37 
16 

-917 
288 

7 

$11,147 

-$2,165 
-16.3% 

$43,609 
77 

$43,686 

-128 
261 
361 
170 
335 

$44,685 
999 

-334 
1,292 

-6,000 
-1,246 

148 
67 

-1,819 
885 

$37,678 

-$7,007 
-15.7% 

Costs of New Medi-Cal Fiscal Intermediary Contract Not Budgeted 
The curtent fiscal intermediary contract with CSC expires in March 

1988. The department anticipates awarding a new contract in July 1987. 
The request for proposals (RFP) calls for the successful bidder to begin 
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processing Medi-Cal claims under the new contract in April 1988. The RFP 
allows bidders to include up front "takeover" costs, subject to various 
limitations, in their bids. The amount of the takeover costs that will be 
included in the winning bid is, of course, unknown. If the rules established 
by the current RFP are applied to the low bid submitted by CSC when 
it won the current contract, however, the takeover costs would have been 
up to $2.2 million ($500,000 General Fund). The budget does not include 
funds to cover these costs. Therefore, it is likely that the department will 
have to request authority to incur a deficiency for these costs in 1987-88. 

D. MEDI-CAL STATE ADMINISTRATION 
The budget proposes $118 million ($42.9 million General Fund) in vari

ous departments for state administration ofthe Medi-Cal program in 1987-
88. The General Fund amount represents an increase of $1.1 million, or 2.7 
percent, above estimated expenditures in 1986-87. Table 29 displays Medi
Cal state administrative expenditures in 1986-87 and 1987-88. 

Table 29 

Medi-Cal Program 
State Administration Expenditures a 

1986-87 and 1987-88 
(dollars in thousands) 

Estimated 1986-1J7 Prof!.osed 1987-88 
General All General All 
Fund Funds Fund Funds 

Department of Health Services ...................... $33,505 $95,787 $34,343 $97,110 
Department of Social Services ........................ 4,631 12,659 5,032 13,928 
Department of Mental Health ........................ 790 1,984 790 1,984 
California Medical Assistance Commission .. 887 1,774 894 1,798 
Department of Aging ......................................... 2,004 ~ 1,890 ~ 

Totals ...... ;; .................... : ...... ; .......................... $41,817 $115,522 $42,949 $117,977 

Percent 
Change in 
General 
Fund 

2.5% 
8.7 

0.8 
-5.7 

2.7% 

a Funds are shown where they are actually spent;· not where they are appropriated. All federal funds 
shown for departments other thim I;Iealth Services are appropriated in the budget for Health Services 
and then transferred to the department where the funds are expended. 

The budget proposes to increase General Fund spending by the Depart
ment of Health Services by $838,000, or 2.5 percent, above estimated 
spending levels in the current year. This increase primarily reflects (1). a 
proposed increase in field office staff due to increased treatment authori
zation review (TAR) workload, (2) a proposed increase in auditors to 
conduct a mini on-site review program, and (3) a proposed increase in 
Recoveries Branch staff to accomplish increased recoveries. 

The budget proposes 1,482.4 positions in the Department of Health 
Services that can be attributed directly to the administration of the Medi
Cal program. This is 90.3 positions, or 6.5 percent, more than the number 
of authorized positions in 1986-87. The increase reflects the expiration.of 
10.8 limited-term positions and an increase of 101.1 permanent positions . 
. . Table 30 shows the changes in Medi-Cal-related positions proposed for 
the budget year. It does not reflect positions in the department's adminis
trative units (personnel, budgets, accounting, etc.) whose costs are dis
tributed to the Medi-Cal program for funding purposes. 
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Table 30 

Medi·Cal Program 
Proposed Positions in the 

Department of Health Services a 

1987-88 

Limited· 
Existing 
Positions 

Term Proposed Proposed 
Program 

Eligibility .......................................................... 68.5 
Benefits.............................................................. 37.8 
Rate development .......................................... 38.1 
Contract ·operations........................................ 48.0 
Utilization control.......................................... 414.9 
Health recovery.............................................. 217.8 
Fiscal intermediary b ...................................... 122.4 
Program development .................................. 2Ll 
Med.i-Cal re.procu~e~ent f~oject................ 17.0 
AudIts and mvestigations . ........................ 406.5 

Totals.......................................................... 1,392.1 

Positions Changes Positions 

-8.5 

-2.3 

-10.8 

3.0 
2.0 
7.0 

70.1 
5.0 

14.0 

lOLl 

60.0 
40.8 
40.1 
55.0 

485.0 
222.8 
122.4 
2Ll 
17.0 

418.2 
1,482.4 

Item 4260 

Percent 
Change 

-12.4% 
7.9 
5.2 

14.6 
16.9 
2.3 

2.9 

6.5% 

a Additional positions paid for by the Medi-Cal program are located in the divisional offices supervising 
the above programs and in the Administration Division. 

b Includes divisional offices. 
C This includes the 92 percent of the positions in the Audits and Investigations Division attributable to 

Medi·Cal program activities. 

Technical Adjustment to Field Office Staffing Request 
We recommend a reduction of $119,000 ($41,000 General Fund) andL5 

of the 33.6 new positions requested for field offices because they are not 
justified by staffing standards. (Reduce Item 4260-001-001 by $41,000 and 
Item 4260-001-890 by $78,000.) 

The budget proposes the addition of 33.6 new positions to meet expand
ed workload requirements due to increases in the number of treatment 
authorization requests (TARs) that must be reviewed by the field offices. 
The department developed its staffing request using standards published 
by the Department of Finance in March 1985. . 

We identified two problems with the department's proposal. First, in 
the case of one type of TAR, "long-term care off-site," the department 
used an incorrect standard. Instead of the standard of reviewing 4,426 
TARs per' nurse evaluator II established by the' report, the proposal is 
based on a review of 3,735 TARs. Correcting this error results in a reduc
tion of staffing needs by 1.5 nurse evaluator II positions.' 

Second, travel costs and other expenses are based on the positions being 
filled for the entire year, even though implementation of the proposal is 
phased in during the first seven months of the budget year. . 

To correct both of these errors, we recommend that the Legislature 
delete $119,000 ($41,000 General Fund) and 1.5 ofthe 33.6 new positions 
requested for field offices. 

Overbudgeted Contracts 
We recommend a reduction of $715,000 ($342,000 General Fund) to 

correct for overbudgeting of funds for contractual services. (Reduce Item 
4260-001-001 by $342,000 and Item 4260-001-890 by $373,000.) 
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The budget includes $654,000 ($327,000 General Fund) for a 'Contract to 
conduct an open drug formulary pilot project and $60,900 ($15,200 Gen
eral Fund) for a contract to develop an automated case management 
system for the,.Recoveries Branch. Neither of these .contracts will be ex
tended.in 1987-88 because the federal government has.rejected the state's 
request to conduct an open formulary pilot project, and the caSe manage~ 
ment system is now complete. The department, however, failed to make 
the necessary adjustments to its budget to reflect that the funds for these 
contracts are no longer needed. We thereforerecommend a reduction of 
$715,000 ($342,000 General Fund) to correct for overbudgeting of contrac~ 
tual services. " 

6. AUDITS AND INVESTIGATIONS 
The Audits and Investigations DiVision performs~vatiety 'ofactivities 

that monitor the expenditure of Medi7Cal dollars. Specifically, the division 
conducts: (1) financial audits of providers to recoup overpayments or 
gather data for use in setting rates, (2) utilization reviews of providers and 
beneficiaries to verify the accuracy of payments and identify overuse of 
services, (3) investigations of alleged provider or beneficiarYfniud, (4) 
quality-of-care reviews of prepaid Medi-Cal providers, and (5) quality 
control reviews of the county eligibility determination process. The divi~ 
sion also audits contractors under various public health programs. . . 

The budget proposes expenditures of $22,857,000 ($IQ,\333,000 General 
Fund) for support of the Audits and Investigations Division (including 
administrative overhead) in 1987-88. This is an increase of $457,000, or 2 
percent, above current-year expenditures. . 

Support for Mini On-Site Review Program Not Provided 
We withhold recommendation on $679,000 ($276,000 General Fund) 

and 18 positions to conduct a mini on-site review program because the 
department has not provided adequate information in support of the pro
posal. 

The budget proposes expenditures of $679,000 ($276,000 General Fund) 
and the addition of 18 positions to conduct a mini on"site review program: 
The budget includes savings of $464,000 ($232,000 General Fund) during 
1987-88 in the Medi-Cal local assistance item to reflect a reduction in 
expen9.itures expected as a result of implementing this program. 

Mini on-site reviews are short (two-day) reviews of providers; they 
emphasize cost-avoidance rather than recoupment of overpayments. 
Auditors identify incorrect or abusive billing practices and instruct the 
provider to make the necessary corrections. Providers that do not make 
the corrections within six months after the review are (1) placed on a 
special claims review program, where all of the provider's claims must be 
reviewed and approved before the provider can be paid and I or (2) given 
afull (five-day) audit, where overpayments are identified and the depart
ment begins the process for recoupment of the overpayment. 

In general, the proposal appears to have some merit. At the time this 
analysis was written, however, the department had provided little infor
mation in support of the proposal. For example, the department had not 
provided justification for the specific number of positions requested, the 
basis for the projection of savings, or an explanation of the procedure by 
which providers will be selected for miIli on~site reviews or required to 
have a full audit. Therefore, we withhold recommendation. on. $679,000 
($276,000 General Fund).and 18 positions proposed for the program .. 

I 
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Independent Medi-Cal Quality-of-Care Reviews Required 
We recommend that the department report to the Legislature during 

budget hearings on its plans to comply with new federal regulations re
quiring independent quality-oE-care reviews for prepaid health plans that 
provide Medi~Cal services. 

The 1987 federal Omnibus Budget Reconciliation Act (OBRA) requires 
states tOlrovide for annual independent reviews of the quality of care of 
Medicai services provided by prepaid health plans (PHPs). A PHP is an 
organization that provides care under contract with the state on a capitat
ed-per-person, per-month-basis. About 10 percent of Medi-Cal recipi
ents in California receive services through PHPs. 

OBRA allows states to contract with peer review organizations (PROs) 
or private accreditation organizations but prohibits state agencies from 
conducting the reviews using state staff. The new requirement goes into 
effect on July 1, 1987. Currently, the state conducts quality-of-care reviews 
of PHPs using state staff. T.he budget includes $1,204,000 ($421,000 General 
Fund) and 19.5 positions to conduct quality-of-care reviews of PHPs in 
1987-88. If the state implements the new federal requirement for inde
pendent reviews, all or some portion of these funds will have to be redi
rected to pay for contracts with PROs to perfoqn quality-of-care reviews. 

The department advises that it has not yet developed a plan to comply 
with the new federal requirement. Because the new requirement could 
have significant implications for the department's budget, we recommend 
that the department report to the Legislature during budget hearings 
regarding its plans to comply with the new regulations. 

DEPARTMENT OF HEALTH SERVICES-CAPITAL OUTLAY 

Item 4260-301 from the General 
Fund, Special Account for 
Capital Outlay Budget p. HW 84 

Requested 1987-88 ......................................................................... . 
Recommended approval ........................................................... : ... . 
Recommendation pending ......................................................... , .. 

ANALYSIS AND RECOMMENDATIONS 

$1,505,000 
197,000 

1,308,000 

The budget requests $1,505,000 from the General Fund, Special Account 
for Capital Outlay, for one major capital outlay project ($1,308,000) and 
four minor capital outlay projects ($197,000). Our recommendations are 
included below. 

Major Capital Outlay 
Acquisition of Los Angeles Laboratory 

We withhold recommendation on $1,308,000 requested under Item 4260-
301-036(2) to acquire the Los Angeles Laboratory pending receipt of an 
environmental assessment and an appraisal. 

The budget requests $1,308,000 for acquisition ($1.3 million) and acqui
sition administrative costs ($8,000) for the leased laboratory building on 
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Temple Street· in· Los. Angeles .. The building was constructed to state 
specifications in 1968 and is occupied under a lease-with-option-to-pur
chase agreement. The 20-year term of the lease will expire on June 30, 
1988. On that date, the state can acquire the 25,000 assignable square foot 
facility and assQciated property at a cost of $1.3 mil~ion. Acquisitionof the 
property will allow the laboratory to remain at its existing location. 

The DRS indicates that the facility meets the department's needs but 
contends that approximately $325,000 in modifications may have to be 
made to upgrade the heating, ventilation and air conditioning system 
($125,000), improve emergency electrical generation ($100,000) , and pro
vide fume hoods for new program activities ($100,000). We have no infor
mation to substantiate the department's contention. 

, The 1986 Budget Act appropriated $10,000 for an appraisal and an envi
ronmental assessment at the request of the department and the Depart
ment_of Finance. The assessment was to be filed ,and the appqrisal 
completed prior to preparation of the Goyernor's 1987-:-88 Budget. At the 
time of this analysis, thedepartrnent had not cOJ;npleted either the assess
ment or the appraisal. The department indicates that this information will 
be available prior to budget hearings. . . . .. 

Consequently, we withhold recommendatiol).. on the requested amount 
pending receipt of this information. 

Table 1 

Department of Health Services 
1987-88 Minor Capital Outlay Projects 

(dollars in thousands) .. 

Project 
Install Chemical Storage Container ............................. . 
Renovate Animal Rooms ................................................. . 
Ventilation/Exhaust Air Modifications ......................... . 
Install Emergency Generator ......................................... . 

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

Minor Capital Outlay 
We recommend approval. 

Location 
. Berkeley 
Berkeley 
Berkelei 
Fairfield 

Budget 
Bill 

Amount 
$32 

16 
61 
88 

$197 

Analyst's 
Recommendation 

$32 
16 
61 
88 

$197 

The budget includes $197,000 for four minor capital outlay projects, as 
shown in Table 1. Our analysis indicates that all of the projects are justified. 
Consequently, we recommend approval of the requested amount. 

Supplemental Report Language. . 
For purposes of project definition and control, we recommend that the 

fiscal committees adopt supplemental report language which describes 
the scope of each of the capital· outlay projects approved under this item. 
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DEPARTMENT OF HEALTH SERVICES..-REVERSION 

Item 4260-495 to the Hazardous 
Substance Cleanup Fund Budget p. HW 35 

ANALYSIS AND RECOMMENDATIONS 
We withhold recommendation on the reversionof$13.7 million to the 

Hazardous Substance Cleanup Fund pending receipt of further informa
tion from the department. 

This item proposes to revert $13.7 million in funds originally appropriat
ed from the Hazardous Substance CleanuJ> Fund for site characterization 
and cleanup costs associated with hazardous waste sites. Items 4260~001-
710 and 4260-011-710 in the Budget Bill propose to appropriiite these re
verted funds for· the support of state administrative costs associated with 
hazardous waste site mitigation. 

We have several programmatic concerns regarding this proposal. These 
concerns are discussed in our analysis of the Toxic Substances Control 
Division's site mitigation program under Item 4260. In that analysis, we 
withhold recommendation on all funds proposed for support of adminis
trative costs of the site mitigation program, pending the receipt from the 
department of overdue reports. 

We will make our recommendation to the Legislature on the proposed 
reversion at the time that we submit our recommen~ations regarding the 
budget for site mitigation. 

Health and Welfare Agency 

CALIFORNIA MEDICAL ASSISTANCE COMMISSION 

Item 4270 from the General 
Fund Budget p. HW 85 

Requested 1987-88 ......................................................................... . 
Estimated 1986-87 .............................................................. ~; ........... . 
Actual 1985-86 .................................................................................. . 

Requested increase (excluding amount 
for salary increases) $12,000 (+ 1.2 percent) 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 

4270-OO1-001-Support 
Reimbursements 

General 
Federal 

Fund 

$979,000 
967,000 
769,000 

Amount 

$979,000 
(838,000) 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Long-Term Care Study. Recommend adoption of supple-· 631 
mental report language requiring a report on options for 
funding long-term care. Further recommend that the com-

o mission submit estimates of its costs for preparing the report 
at budget hearings. 
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GENERAL PROGRAM STATEMENT 
The California Medical Assistance Commission (CMAC) was estab

lished by Ch 329/82 CAB 3480) to negotiate contracts with hospitals, coun
ty health systems, and health care plans for. the delivery ofnealth care 
services to Medi-Cal recipients. The commission reports to the Legislature 
twice each year on the status and cost-effectiveness of selective provider 
contracts. In addition, the commission's staff conduct special studies of 
health care issues at the request of the Legif)lature. The commission is 
authorized 25.4 personnel-years in the current year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $979,000 from the General 

Fund for the support of the commission during 1987-88. This is an increase 
of $12,000, or 1.2 percent, above estimated current-year General Fund 
expenditures. This increase is due to the net effect of (1) a 10 percent 
statutory increase in the commissioners' salaries effective December 1; 
1986 and (2) a reduction in operating expenses and equipment. 

Total expenditures by the commission, including tlie expenditure of 
federal funds provided by the Department of Health Services, are 
proposed at $1,817,000 in 1987-88-an increase of $24,000, or 1.3 percent, 
above estimated expenditures in the current year. 

Table 1 shows personnel-years, expenditures, and funding sources for 
the commission from 1985-86 through 1987-88. 

Table 1 

California Medical Assistance Commission 
Budget Summary 

1985-86 thro~gh 1987-88 
(dollars in thousands) 

Expenditures 
General Fund ....................................................................... . 
Reimbursements (federal funds) ................................. ... 

Totals ............................................................................. . 
Persorinel-yea~s ................................................................... . 

ANALYSIS AND RECOMMENDATIONS 

Actual 
1985-86 

$769 
804 

$1,573 
23.8 

Est. 
1986-87 

$967 
826 --

$1,793 
25.4 

. Percent 
Change 

Prop. From 
1987-88 1986-87 

$979 1.2% • 
838 1.5 

$1,817 1.3% 
25.4 

California Needs to Evaluate Its Options for Financing and Organi:zing Its 
Long';'Term Care Service Delivery System 

We re,commend that the Legislature adopt supplemental report lan
guage requiring the CMAC to submit a report to the Legislature by Sep
tember 1, 1988, which analyzes the potential costs, benefits, lmd impact of 
several funding options on the service delivery system for long-term care 
services. We recommend that the CMAC submit estimates of its costs for 
preparing this report during budget hearings. 

In The 1987-88 Budget: Perspectives and !ssues,we review the funding 
and organizatioil of the state's long-term care system. As part of that 
analysis, we recommend that the Legislature adopt supplemental report 
language requiring the CMAC to study options for funding and organizing 

21-75444 
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CALIFORNIA MEDICAL ASSISTANCE COMMISSION-Contiriued 
long-term care services.' 

We recognize that the preparation of as thorough-going and broad
ranging a report as the one we envision in the proposed supplemental 
report language will very likely require some resources beyond what is 
included in the commission's proposed budget. We therefore recommend 
that the commission submit estimates of its costs for preparing the report 
to the fiscal subcommittees during budget hearings. . 

Health and Welfare Agency 

DEPARTMENT OF DEVELOPMENTAL SERVICES 

Item 4300 from the General 
Fund and Developmental 
Disabilities Program Develop
ment Fund Bu<lget p. HW 87 

Requested 1987-88 .......................................................................... $869,322,000 
Estimated 1986-87 ............................................................................ 852,972,000 
Actual 1985-86 ............................. ~ ....... :............................................ 875,403,000 

Requested increase (excluding amount 
for salary increases) $16,350,000 (+1.9 percent) 

Total recommended reduction ................................................... . 
Recommendation pending ........................................................... . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
4300·001·001-Support 
4300.()()1-172-Support 

4300-101-001-Local assistance 
4300-101-172-Local assistance 

4300-1l1'()()1-Developmental centers 
Reimbursements 

Subtotal 
4300.()()1-890--Support 
4300-11l-890-Developmental centers 

Total 

Fund 
General 
Developmental Disabilities 
Program Development 
General 
Developmental Disabilities 
Program Development 
General 

Federal 
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1,115,000 
850,000 

Amount 
$20,200,000 

190,000 

386,658,000 
3,565,000 

65,711,000 
392,998,()()() 

$869,322,000 
95,000 

944,000 
$870,361,000 . 

Analysis 
page 

1. Regional Center Caseload. Recommend that when the de
partment updates its budget proposal in May, it use case
load estimates that more closely correspond to historical 
trends. 

6~9 



Item 4300 HEALTH AND WELFARE / 633 

2. Recommend that the Legislature adopt Budget Bill lan
guage requiring that funds available from cost-of-living ad
justments for Supplemental Security Income/State 
Supplementary Program (SS (/SSP) be used to offset Gen
eral Fund costs for residential care services. 

3. Residential Care Pilot Project. Recommend that the de- . 
partment include specified information in its report on the . 
pilot project . 

. 4. Fire Sprinkler Installation. Recommend that the depart
ment submit~ prior to budget hearings, additional informa
tion regarding the need for fire sprinklers and a plan for 
limiting funding to those facilities that actually need to 
install sprinklers. . 

··5. Foster Care Placements. Reduce Item 43()()-lOl-172 by. 
$2()(),OOO. Recommend deletion.of funds proposed to 
start up home-finding agencies because these· services al
ready exist. 

6. Feasibility Study for a Child Identification· and Tracking 
System. Reduce Item 43()()-lOl-172 :by $l()(),OOO. Recom
mend deletion of funds proposed to study the feasibility of 
developing a client registry system because the depart-

. ment has not documented the need for such a system. 
7. Service. Provider Training. Recommend that prior to 

budget hearings the department. submit additional infor
mation regarding the number of colleges, instructors, and 
students the department anticipates will use the materials. 

8. In-Home Support Demonstration Projects. Recommend 
that prior to budget hearings the department submit addi
tional information on how the proposed in-home support 
projects would be administered and evaluated. 

9. Use of Federal Reimbursements. Recommend that the de
partment report on the likelihood and timing of federal 
approval. of the proposal to fund community placements 
with federal funds. 

10. Medically Fragile Infants. Withhold recommendation on 
the medically fragile infants proposal pending (a) receipt 
of additional information on the proposed program and 
target population and (b ) resolution of the responsibilities 
of various agencies involved. 

11. Developmental Centers Caseload Needs Updating. Rec
ommend that in its May revision, the department (a) up
date the state developmental center (SDC) population 
estimates with the latest information, (b) incorporate the 
Medi-Cal estimate assumed by the Department of Health 
Services in the Medi-Cal May revision, and (c) correct a 

. technical error resulting in SDC underbudgeting. 
12. Operating Expense Increase. Reduce Item 43()()-111-()()1 by 

$815,000. Recommend that the operating expense in
crease proposal be reduced by $815,000 to correct for dou~ •. 
ble-budgeting. 

640 

&40 

643 

644 

644 

645 

645 

646 

646 

649 

650 
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DEPARTMENT OF DEVELOPMENTAL SERVICE~ontinued 

GENERAL PROGRAM. STATEMENT 
The Department of Developmental Services (DDS) administers serv

ices in the community and in developmental centers for persons with 
developmental disabilities. The Lanterman Developmental Disabilities 
Services Act defines a developmental disability as a disability originating 
before a person's 18th birthday that is expected to continue indefinitely 
and that constitutes a substantial handicap. Such disabilities may be at
tributable' to mental retardation, cerebral palsy, epilepsy, autism, neuro
logically haildicapping conditions closely related to mental retardation, or 
mental impairment resulting from accidents that occur before age 18. 

The department is authorized 10,889.6 personnel-years in the current 
year to carry out the followirig programs. 

1. The Community Services program develops, maintains, and coordi
nates services for developmentally disabled persons residing m the com
munity. The program's activi,ties are carried out primarily through 21 
regional centers, which are ()peratedstatewide by private nonprofit cor
porations· under contract with· the department. 

2. The Developmental Centers program provides services in 7 of the 
state's 11 developmental centers and hospitals. Agnews, Fairview, Lanter
man, Porterville, Sonoma, and Stockton state developmental centers 
(SDCs) operate programs exclusively for the developmentally disabled, 
while Camarillo State Hospital/Developmental Center operates programs 
for both the developmentally disabled and the mentally disabled through 
an interagency agreement with the Department of Mental Health. 

Ta.ble 1 

Department of Developmental Services 
Budget .Summary 

1985-86 through 1987-88 
(dollars in thousands) 

Expenditures 
Department support ............................................... . 
Regional centers and community development 

programs ............................................................ .. 
Developmental centers ........................................... . 

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

Funding sources 
General Fund ....... ; ..... : ............................................. .. 
SAFCO ......... ; ............................. ; ............................... . 
Developmental Disabilities Program 

Development Fund ...... , ...................................... . 
Federal funds ................. : ................................... ; ....... . 
Reimbursements ...................................... , ................. . 

Personnel-years 
Department support .... : ...................................... . 
Developmental centers ...................................... .. 

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

Actual 
1985-86 

$19,338 

·325,715 
531,285 

$876,338 

$742,431 
2,235 

2,959 
935 

127,778 

390.0 
13,109.7 

13,499.7 

Est. 
1986-87 

$20,399 

369,498 
464,114 

$854,011 

$446,100 

4,200 
1,039 

402,672 

403.6 
10,486.0 

10,889.6 

Prop. Percent Change 
1987-lJ8 From 1986-87 

$21,464 5.2% 

393,293 6.4 
455,604 -1.8 

'$870,361 1.9% 

$472,569 5.9% 

3,755 -10.6 
1,039 

392,998 -2.4 ' 

390.0 -3.4% 
10,125.7 -3.4 

10,515.7 -3.4% 
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OVERVIEW OF THE BUDGET REQUEST 
The budget proposes appropriations of $472.6 million from the General 

Fund to support DDS programs in 1987-88. This is an increase of $26.5 
million, or 5.9 percent, ~bove estimated current-year expenditures. Ex
penditures from all funding sources are proposed at $870.4 million in the 
budget year. This is an increase of $16.4 million, or 1.9 percent,· above 
estimated current-year expenditures. Expenditures from state funds are 
proposed at $869.3 million in the budget year. This is an increase of $16.4 
million, or 1.9 percent, above estimated current-year expenditures. 

The budget has been reduced by $868,000, which is approximately 1 
percent of the ~eneral Ifpnd support and developmental center budget, 
as a "specIal adjustment. These budget figures and the tables Jhat follow 
have not been adjusted to reflect any potential savings in 198&-87 which 
may be achieved in response to the Governor's December 22, 1986 direc
tive to state agencies and departments to reduce General Fund expendi
tures. 

The increase m: expenditures is due primarily to a $25.6 million adjust
ment for regional center caseload increases. 

Table 1 displays program expenditures and funding sources for the 
department in prior, current, and budget years. 

ANALYSIS AND RECOMMENDATIONS 
I. DEPARTMENT SUPPORT 

The budget proposes a General Fund appropriation of $20.2 million for 
support of the department in 1987-88. This is an increase of $1.2 million, 
or 6.5 percent, above estimated current-year expenditures. Total expendi
tures, including those supported by the Program Development Fund, 
reimbursements, and federal funds, are proposed at $21.5 million, which 
is $1.1 million, or 5.2 percent, above estimated current-year expenditures. 

Table 2 identifies the major changes in the department's support budget 
proposed for 1987-88. 

Table 2 

Department of Developmental Services 
Department Support 

Proposed 1987-88 Budget Chimges 
(dollars in thousands) 

1986-87 expenditures (Budget Act) .~ ....................................................................... . 
Adjustments, 1986-87: 

L Retirement adjustment ...................................................................................... .. 
2. Reimbursement adjustment ............................................................................... . 

1986-87 expenditures (revised) ................................................................................ .. 
Baseline adjustments, 1987-88: 

1. Retirement adjustment. ...................................................................................... . 
2. Reimbursement adjustment ............................................................................... . 
3. "Special adjustment" .......................................................................................... .. 

Program change proposals: 
L Position to monitor education programs ....................................................... . 
2. Cost recovery system upgrade ........................................................................ .. 

1987-88 expenditures (proposed) ............................................................................ .. 
Change frOIn 1986-87 (revised): 

Amount ........................................................................................................................ .. 
Percent ................................................................................... , .................................... .. 

General . 
Fund 
$19,229 

-264 

$18,965 

-3 

-204 

47 
1,395 

$20,200 

$1,235 
6.5% 

All 
Funds 
$20,614 

,...268 
53 

$20,399 

.,..3 
-170 
-204 

47 
1,395 

$21,464 

$1,065 
5.2% 
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DEPARTMENT OF DEVELOPMENTAL SERVICES-Continued 

We recommend approval of the following funding and staffing changes 
proposed for 1987-88 that are not discussed elsewhere in this analysis: 

• RedireCt a vacant position from the compensatory education program 
and $47,000 to oversee fiscal management of education services for 
SDC clients. . 

• An increase of $1,395,000 from the General Fund to upgradeJhe cost 
reporting system that manages SDC client care payment collections. 

II. REGIONAL CENTERS AND COMMUNITY DEVELOPMENT PROGRAMS 
The budget proposes expenditures of$393.3 million for regional centers 

and community development programs in 1987-88, including $386.7 mil
lion from the General. Fund. This is an increase of $23.8 million, or 6.4 
percent, above estimated current-year expenditures. Total expenditures, 
including the expenditures of SSIISSP paym.ents to residential care pro
viders, are proposed at. $509.4 million, which is an increase of $29.8 million, 
or 6.2 percent, above estimated current-year expenditures. The increase 
in expenditures is primarily due to an increase of $25.6 million based. on 
regional center caseload trends. 

Table 3 displays the components of regional centers and community 
development programs expenditures for the prior, current, and budget 
years. 

Table 3 
Department of Developmental Services 

Regional Centers and Community Program Development 
Expenditures and Funding Sources 

1985-86 through 1987-88 
(dollars in thousands) 

Change 
Actual Est. Prop. From 1986-87 

Expenditures 1985-86 1986-87 1987-88 Amount Percent 
Regional centers 

Operations 
Personal services .......... $75,367 $88,557 $93,536 $4,979 5.6% 
Operating expenses .... 20,134 20,407 21,112 705 3.5 

Subtotals .................... $95,501 $108,964 $114,648 $5,684 5.2% 
Purchase of service 

Out-of-home care ........ $80,455 $108,835 $109,466 $631 0.6% 
Day programs ., ............ 52,102 65,905 76,041· 10,136 15.4 
Other .............................. 87,088 81,843 89,922 8,079 9.9 

Subtotals .................... $219,645 $256,583 $275,429 $18;846 7.3% 
'Subtotals, regional 

centers .................... $315,146 $365,547 $390,077 $24,530 6.7% 
,Community program 

development 
Community placement .. $7,601 ($9,265) a ($7,740) a (-$1,525) a (-18.5%) 
Medically fragile infants (850) a (850) a (NMF) b 

Program development.... 2,824 3,805 3,070 -'735 ~19.3 

Cultural center ................ 144 146 146 .-
Subtotals, community 

development ............ $10,569 $3,951 $3,216 -$735 '-18.6% 
Subtotals ........................ $325,715 $369,498 $393,293 $23,795 6.40/0 

SSI/SSP reimbursements .... 100,179 110,127 116,138 6,011 5.5 
Totals .............................. $425,894 $479,625 $509,431 $29,806 6.2% 
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Funding sources 
General Fund ........................ $367,922 $414,561 $438,920 $24,359 5.9% 

Regional centers .............. 321,840 363,903 386,658 22,755 6.3 . 
SSP c .................................... 46,082 50,658 52,262 1,604 3.2 

Program Development 
Fund 

Parental lees .................... ;. 2,753 4,010 3,565 -445 -ILl 
Federal reimbursemepts .1,027 1,535 3,020 1,485 96.7 

Federal funds (SSI) .c ........... 54,097 59,469 63,876 4,407 7.4 
Reimbursements .................. 95 50 50 

a These figures are incorporated in the ·regional centers numbers. 
b Not a meaningful figure. ... . 
C Assumes funding split of 46 percent General Fund/54 percent federal funds in 1985-86 and 1986-87, and 

45 percent General Fund/55 percent federal funds in 1987-88. 

Table 4 shows the changes to the budget for regional centers and com
munity development programs proposed in 1987...,88. 

Table 4 
Department of Developmental Services 

Regional Centers and Community· Development Programs 
Proposed 1987-88 Budget Changes 

(dollars in thousands) 

Program Development 
Fund (PDF2 Other 

General Parental Federal Reimburse· 
Fund Fees Reimbursements ments 

1986-87 expenditures (Budget 
Act) ............................................ $363,921 $4,971 $1,025 

Adjustments, 1986-87: 
1. Education ................................ $50 
2. Board of Control claims ...... -18 
3. PDF adjustment .................... -961 510 -- --

1986-87 expenditures (revised) .. $363,903 $4,010 $1,535 $50 
Baseline adjustments, 1987-88: 

1. Reduction due to Ch 355/86 -436 
2. Board of Control add back 18 
3. PDF adjustment .................... -445 -290 
4. Conununity placement 

savings .................................. -1,525 
Caseload and cost increases ........ 25,623 
Program change proposals: 

1. Medically fragile infants ...... 850 
2. Funding adjustment ............ -925 925 --- --

1987-88 expenditures (proposed) $386,858 $3,565 $3,020 $50 
Change from 1986-87 (revised): 

Amount ........................................ $22,755 -$445 $1,485 
Percent ........................................ 6.3% -11.1% 96.7% 

All 
Funds 

$369,917 

50 
~18 

-451 

$369,498 

-436 
18 

-735 

-1,525 
25,623 

850 

$393,293 

$23,795 
6.4% 
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DEPARTMENT OF DEVELOPMENTAL SERVICES-Continued 

Client Characteristics 
Developmentally disabled clients in the community and the state deve

lopmental centers (SDCs) have varying levels of disability and thus have 
many different service needs. As ofJanuary 1987, there were an estimated 
82,775 clients in the regional center caseload. Of this number, 8 percent 
were developmental center clients, 63 percent resided at home or in an 
independent living arrangement, and 29 percent resided in a skilled nurs
ing, intermediate care, or community care facility. Table 5 compares the 
characteristics of community care and SDC clients. Generally speaking, 
developmental center clients suffer from more severe disabilities than 
community care clients. 

Retardation level: 

Table 5 

Department of Developmental Services 
Characteristics of Clientsin the Community and 

the Developmental Centers a 

'. December 1986 

Percent of 
Community 

Clients 

Profoundly retarded ........................................................................................ 9% 
Severely retarded ;........................................................................................... 14 
Moderate or mildly retarded ........................................................................ 58' 
Not retarded...................................................................................................... 11 
Unspecified ........................................................................................................ 7 

Behavior assessment: 
Severe behavior problem .............................................................................. 5 
Moderate or minimal ...................................................................................... 22 
No behavior problem ...................................... ; .................................... ,.......... 73 

Violence: 
Frequently violent .......................................................................................... 1 
Often violent ..................................................................................................... 9 
Seldom violent .................................................................................................. 18 
Never violent .................................................................................................... 70 
Unknown............................................................................................................ 2 

Understanding: 
Spoken words not understood ...................................................... :............... 18 
Few words understood..................................................................................... 26 
Conversation understood................................................................................ 56 

W.g: 
Wheelchair or bedridden .............................................................................. 25 
Can walk ............................................................................................................ 75 

Eating: 
Must be fed........................................................................................................ 8 
Needs help ........................................................................................................ 18 
Can feed self...................................................................................................... 73 
Unknown............................................................................................................ 1 

Visual impairment: 
Totally blind ...................................................................................................... 3 
Severe impairment .......................................................................................... 2 
Moderate impairment .................................................................................... 9 
Normal, near normal ...................................................................................... 81 
Unknown............................................................................................................ 6 

Percent of 
Developmental 

Center 
Clients 

72% 
13 
8 
1 
6 

34 
32 
33 

11 
2B 
14 
46 

49 
32 
19 

44 
56 

24 
41 
36 

9 
8 

10 
68 
5 
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Hearing impairment: 
Profound· or severe loss .................................................................................. 4 
Moderate or mild loss...................................................................................... . 6 
No loss or not diagnosed ................................................................................ 85 
Unknown.............................................................................................................. 5 

Toileting: 
Needs diapers ................................................................... (................................ 20 
Needs help toileting ........................................................................................ 18 
Independent ...................................................................................................... 61 
Unknown ......................................................................... :.................................. 1 

Major medical problems: 
Two or more...................................................................................................... 7 
One...................................................................................................................... 15 
None.................................................................................................................... 79 

• Totals may not add to 100 because of rourtding. 

Regional Center Caseload 

9 
16 
72 
3 

50 
31 
19 

55 
15 
30 

We recommend that wh~m. the department updates its budget proposal 
in May, it use caseload estimates which more closely correspond to histori
cal trends. 
Th~ budget pr<?p<?sal estimates that the midyear regional cent~r case

load m 1987-88 will mcrease by 4,673, or 5.6 percent, above the estimated 
current-year level. The proposal estimates that the residential care case
load will increase by 686 clients, or 4 percent, above the estimated current-
year caseload. . 

The caseload estimates will be revised.by the department in May, when . 
additional data on clients become available. Table 6 shows the caseload 
change for· 1982-83 through 1987-88. 

Table 6 

Regional Centers' Midyear Caseload 
1983-84 through 1987-88 

Residential· 
Total Percent Care Percent 

Clients Change Clients Change 
1983-84.............................................................. 70,898 16,337 
1984-85.............................................................. 74,184 4.6% 16,469 0.8% 
1985-86.............................................................. 77,975 5.1 16,760 1.8 
1986-87 (estimated) ...................................... 82,775 6.2 17,130 2.2 
1987-88 (proposed) ...................................... 87,448 5.6 17,816 4.0 

Our analysis indicates that the residential care caseload increase pro
jected by the department is greater than historical trends would justify. 
The residential care caseload growth from 1983-84 to 1985--86 was only 1.3 
percent per year. The estimated caseload growth in 1986-87 is only 2.2 
percent, compared to 4 percent projected for 1987-88. The department 
could not give a reason for the higher projection. Staff indicated that the 
department would be revising its estimate in the May revision. This differ
ence could have a significant effect on costs, because a 1 percent growth 
in residential care caseload results in General Fund costs of $1.6 million. 
Therefore, we recommend that when the department updates its proposal 
in May, it use caseload estimates which more closely correspond to histori
cal trends. 
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DEPARTMENT OF DEVELOPMENTAL SERVICES-Continued 

Budget Bill Language Pertaining to SSI/SSP Funds 
We recommend that the Legislature adopt Budget Bill language requir

ing that funds available from cost-of-living adjustments for Supplemental 
Security Income/State Supplementary Program (SSI/SSP) payments be 
used to offset General Fund costs for residential care services. . 

The budget does not propose to· provide a cost-of-living adjustment 
(COLA) for residential care or other community service providers for the 
developmentally disabled. The budget proposes using a 3.6 percent in
crease in SSI/ SSP funds, effective April 1988, to offset General Fund costs 
for residential care services. 

The Budget Bill does not continue language contained in the 1986 
Budget Act controlling the use ofSSI/SSP increases exceeding the amount 
assumed in the budget. Without this language, SSI/SSP funds exceeding 
the budgeted amount may be used for purposes not approved by the 
Legislature. In fact, in 1984--85 the department used unanticipated SSI/ 
SSP increases to grant residential care providers a COLAjn additiori to the 
one approved by the Legislature. This additional COLA resulted in resi
dential care providers receiving two COLAs on a significant portion of 
their reimbursement rate and unfairly favored them with an overall 
COLA greater than other service providers. 

Our recommendation does not imply that residential care providers do 
not need a COLA. We recognize that costs of providing services continue 
to increase whether or not COLAs are provided. This is the same situation 
faced by many other state-funded service providers in other programs. We 
raise this issue because provIding COLAs is within the Legislature's au
thority, not the department's. 

Therefore we recommend that the Legislature adopt Budget Bill lan-
guage identical to language included in the 1986 Budget Act: 

"Any funds available from cost~of-living adjustments in the Supplemen
tal Security Income/State Suppleinentary Program (SSI/SSP) shall be 
used to offset General Fund costs for residential care services." 

Residential Care Rate Pilot Proj.ct 
We recommend that in its spring 1987 evaluation of the rate pilot 

project, the department discuss issues related to statewide implementa
tion of the pilot project. 

The Residential Care Rate Pilot project has been operating in three . 
areas since February 1986. It involves (1) a restructured rate system and 
(2) rate increases for most residential care facilities. 

The department initially planned to implement the pilot system state
wide in January 1987; however, in 1986 the Legislature rejected the admin
istration's proposed enabling legislation. The department proposes to 
continue the pilot project in 1987-88, at an estimated cost of $2.6 m:illion. 
The department does not propose statewide implementation or a cost-of
living adjustment in the rates for the pilot project or other facilities. 

Background. The main problem leading to the development of the 
rate sys.tem pil?t projec.t was that the current rate system does not precise- . 
ly specify serVIce reqmrements. In other words, there are no assurances 
that rate increases justified on the basis of fully funding a certain level of 
staff will actually result in staffing at the intended level. The department's 
proposal for restructuring the rate system, submitted to the Legislature in 
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spring 1985, addressed the following specific· problems: 
• Residential Care Services Specifications Are Ambiguous. The pilot 

system incorporates objective performance requirements for residen
tial care services. For example, the pilot system contains standards for, 
training hours provided per client. 

• Client Supervision. Levels Are Unrealistic. The current residential 
care rates recognize four client supervision classifications-basic, 
minimal, moderate, and intensive. A facility may receive different 
rates for different clients. The pilot system recognizes three client 
supervision lev~ls-:-basic, standard, and "additional care and train
ing"-because providers told the department, in a 1983 study, that 
most clients fall into three levels. Under the pilot system, a facility 
receives one rate ,depending on the type of services provided, not 
separate rates for each client. This change was also based on informa
tion from providers. 

• Special Services Are a Fiscal Problem. Under the current system; 
funding for "special services" such as behavior modification is difficult 
to control. The pilot system .eliminates "special services" and instead 
uses a negotiated rate for those. clients who need services not fitting 
into the standard levels of care. In order to reduce costs and assure 
that clients are receiving the correct level of care, the department 
proposes to limit care under the negotiated rate to two years. 

• Current Rates Do Not Reflect Current Costs. The rates under 
the pilot project are generally higher than existing rates because (1) 
they are based on up-to-date .cost information and (2) they incorpo
rate costs for services that have not previously been considered in 
developing the rates, such as night shift staffing, staff illnesses, and 
staff vacations. Under the pilot project, rate categories are based on 
whether the facility is owner-or staff-operated, instead of facility size 
,because the department's cost studies showed that the type of opera-
tion is a better predictor of cost than facility size. . 

• Pilot Implementation. Total costs of the pilot project are $2.6 mil
lion .arinually. This consists of $2.2 million for increased facility and 
staff costs and $416,000 to fund the department's decision to "red' 
circle" facilities participating in the pilot. Red circling means that 
pilot program providers who would have lost reimbursement under 
the new rate structure will continue to receive their previous level of 
reimbursements. 

The. department indicates that it will prepare a report on the pilot 
project experience in spring 1987. Based on field visits to the three pilot 
project areas, we have the following observations: 

1. Objective Performance Requirements. Both providers and regional 
centers praised the objective performance standards implemented in the 
pilot project, although providers disagreed with the level of performance 
required in specific cases-most notably, the number of training hours 
required in "standard" (level 2) and "additional care and training". (level 
3) facilities. These standards give (a) the providers better direction re
garding the expected level of services and (b) the regional centers a 
better basis for monitoring service delivery. 

2. Rate Increases. In general, providers were pleased with the rate 
increases they received under the pilot project. They felt, however, that 
the wage costs used as a basis for the rates were too low. Many providers 
stated that they could not hire qualified staff at the wage level assumed 
iIi the rates. . 
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In response to provider comments, the department has increased the 
staff wages assumed in calculating rates for level 3 facilities under the pilot 
project. The department believes that this level of client care requires 
more qualified staff. . 

3. Negotiated Rates. Negotiated rates are developed based on a con
tract between the regional center and the provider for specific services 
that address specific goals for a particular client. Both providers and re
gional center staff stated that they were hindered in negotiating rates due 
to a lack of guidance from the department. In response, the department 
intends to streamline the negotiation process and to provide additional 
guidance regarding appropriate programs. 

The department initially proposed to limit negotiated rates to two years 
or less for anyone client. The department is currently reconsidering this 
policy based on comments from providers that some clients need longer 
than two years at a more costly . level of care. Without this limitation, 
however, it is not certain that the negotiated rate category will represent 
a significant savings over providing special services. 

Rates are Likely to be an Issue in the 1987-88 Budget. Residential 
care rates and expansion of the Filot project are likely to be an issue during 
deliberations on the 1987-88 budget. The Legislature needs additional 
information on the pilot project in considering this issue. Specifically, the 
Legislature needs to know: 

• What changes would the department make to the pilot rate system 
if it were to be implemented statewide? For example, what changes 
would be made in performance standards and rate negotiation proce-
dures? . 

• Are there allY problems with classifying clients by level of care? 
• What would be the costs of statewide implementation of (1) rate 

changes associated with the pilot and (2) regional center monitoring 
of provider performance? 

• Do the performance standards and negotiated rate contracts make a 
difference in clients' level of functioning or quality of life? What is the 
basis for setting particular standards, such as the standards for client 
training hours, staffing, and staff qualifications? 

• . Have the problems with special services been eliminated with the 
negotiated rate process? 

We recommend that the department (1) address these questions in the 
evaluation it intends to prepare in the spring of 1987 and (2) submit this 
report to the Legislature. 

Community Program Development 
The budget proposes expenditures of $11.8 million for community pro

gram development from various funds, including $8.6 million included in 
the regional center budgets. Table 7 displays the programs that would be 
funded from the $11.8 million. 

Department of Developmental Services Projects 
Current law requires the department to use funds from parental fees for 

projects developed in consultation with the State Council on Develop
mental Disabilities. Current law permits the department to use excess 
parental fees for purposes other than program development, however, 
when the funds are specifically appropriated for such purposes. In the 
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Table 7 

Department of Developmental Services 
Community Program Development 

1987-88 . 
(dollars in thousands) 

Program 

Program 
Medically fragile infants ..................................... .. 
State council projects .......................................... .. 
Department projects ............. ; ............................. . 
Place clients from developmental centers .... .. 
Cultural center ..................................................... . 

Totals ......... : .............................. ; .. ; ........................ . 

General 
Fund 

$5,075 . 
146 

$5,221 

Develoe.ment Fund . 
Federal 

Parental Reimburse-
Fees ments 

$850 
$875 1,245 
1,150 
1,740 925 

$3,565 $3,020 

AD 
Funds 

$850 
1,920 
1,150 
7,740 

146 
$11,806 

past, the department has always used parental fees for new program 
development in a manner that required consultation with the state coun
cil. For 1987-88, however, the department proposes to spend $1.2 million 
from parental fees without seeking state council approval. . 

The budget proposes using these funds for five new projects: (1) instal
lation of fire sprinklers in 200 intermediate care facilities for the develop
mentally disabled-habilitative (ICF /DD-Hs) ($500,000), (2) 
establishment of three foster care placement projects ($200,000), (3) feasi
bility study for an integrated uniform infant/ child client identification and 
tracking system within state government ($100,000), (4) development of 
residential care staff training materials and procedures ($200,000), and (5) 
implementation of three in-home support demonstration projects ($150,-
000). .. 

These pro~ects are discussed in the sections that follow. 

1. Fire Sprinkler Installation 
We recommend that the department s~bmit, prior to budget hearings, 

additional information regarding the need for fire sprinklers and a plan for 
limiting funding to those facilities that actually need to install sprinklers. 

The department proposes to install fire sprinklers in 200 intermediate 
care facilities for the developmentallydisabled-habilitative (ICF/DD
Hs)at a cost of $2,500 per facility, for a total cost of$500,000. The depart
ment is requesting sprinkler installation because fire codes have changed 
within the last year. Facilities must comply with fire codes to be certified 
for Medi-Cal payments. The 200 facilitie.s include 100 existing facilities 
(out of approxim~tely 190 total) plus 100 projected new facilities. 

Our review indicates that, although the new fi:re code requires fire 
sprinklers in more facilities than the previous requirements, even under 
the new code sprinklers are not required in all facilitie~for example, 
facilities that have clients who are capable of evacuation in case of fire. In 
addition, some facilities already have sprinklers. The department has not 
(a) determined how many facilities need financial assistance to install 
sprinklers or. (b) developed a plan to limit funding to facilities that actually 
must install sprinklers. 

Therefore, we recommend that the department submit, before budget 
hearings, (a) information on the number of facilities that actually need 
sprinklers and (b) a plan to provide funding for sprinkler installation only 
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in those facilities actually requiring sprinkler installation. 

2. Foster Care Projects 

Item 4300 

We recommend deletion of $200,000 from parental fees proposed to 
initiate home-finding agencies because these services already exist. (Re
duce Item 43OO-101-172.) 

The budget proposes $200,000 from parental fees to initiate three home
finding agencies (HF As) for the developmentally disabled. The HF As are 
licensed by the state to certify homes for foster care placement. 

Currently, there are HFAs that serve "special needs" children, includ
ing developmentally disabled, medically involved, and mentally ill chil
dren. The department intends to use HF As to find foster homes to· care 
for developmentally disabled clients, certify the homes, and provide sup
port to the home operators. The department indicates that, on an ongoing 
basis, the existing schedul€) of community care facility rates will be suffi
cient to reimburse the HF As for their services and the support of the 
homes. 

We believe that using HFAs is a good idea. However, because the exist
ing rates are sufficient to cover the costs and existing HF As already offer 
this type of service, we see no need for the department to request addi
tional funds to initiate new HF As. Therefore, we recommend that the 
Legislature reject the propo$al to use program development funds for 
these projects. 

3. Feasibility Study: Child Identification and Tracking System 
Werecommlmd deletion of$loo,OOOproposed to study the feasibility of 

developing a client registry system because the department has not docu
mented the need for such a system; (Reduce Item 43OO-101~172.) 

The budget proposes $100,000 from parental fees for a contract to study 
the feasibility of developing a uniform integrated client registry among 
the various state agencies serving children under three years of age. 

The department states that such a registry is necessary because current
ly the regional centers and agencies at the local level are unable to deter
mine which children are being served by more than one agency. The 
department believes that this system will improve resource planning and 
improve overall service efficiency by eliminating service overlap. 

Our analysis indicates that regional centers are already doing ona local 
level that which the department proposes to do at its headquarters. Thus, 
the state system would duplicate local systems~ Specifically, regional cen
ters have staff who monitor the services required by children, coordinate 
their activities with local representatives of other state agencies serving 
children, and identify which agencies are serving which children. 

The department has not sQ.own that the effort on the local level is not 
working. Infact, the people involved at the local level will probably be the 
same people who provide the department with the necessary information 
to enter into its centralized system. It is unlikely that a headquarters 
review will result in improvements in service efficiency that haveIidt 
already been identified at the local level by the regioIlal center staff and 
their counterparts in other agencies. In addition, the department has not 
documented why this type of system would be necessary for statewide 
purposes. Any data needed for planning could be collected much more 
efficiently through one-time studies using samples of clients,· " 
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For these reasons, we recommend that the Legislature delete the $100,-
000 proposed for the feasibility study. 

4. Service Provider Training 
We recommen,d that prior to budget hearings the department submit 

additional information regarding the number of colleges, instructors, and 
students the department anticipates will use the proposed new curriculum 
for training service providers. . 

. The . de~artment proposes developing.a residential care service pro
VIder curnculuni. The two-semester CUrrICulum would be developed by 
a contractor who would also train community college instructors at ap-
proximately 20 locations to teach it. . . 

Certain colleges already teach service providers, but the department 
believes that the curriculum needs updating and improvements. The de
partment has no data on how many colleges are teaching service provid
ers, how many students attend training currently, and how many colleges 
would use the curriculum. The department has convened a task force to 
guide curriculum development under the proposal. The task force in
cludes college representation. 

During our field visits, service providers and regional center staff fre
quently commented that there is a need for more up-to-date training. 
Based on these conversations, we believe any training materials devel
oped by the department would be used. The department has not, howev
er, developed precise information on the number of colleges that would 
be able to use this curriculum, the number of instructors who would need 
to be trained, nor the number of sessions needed for training instructors. 
The cost of the training program could vary significantly depending on 
these factors. Therefore, we recommend that, prior to budget hearings, 
the department submit additional information regarding how many col
leges and instructors can be expected to u.se the curriculum, the extent of· 
training that must be provided to instructors, and how many students 
would entoll in these classes. 

5. In-Home. Support Demonstration Projects 
We recommend that prior to budget hearings the department submit 

additional information on how the in-home support projects would be 
administered and evaluated. 

The department proposes $150,000 to administer three innovative in
home support projects. The department's objective would be to deter
mine whether certain services could help clients remain at home for less 
than the cost of an out-of-home placement. The department has not deter
mined how many clients would be involved, the eligibility requirements, 
the general types of services that would be offered, nor how utilization of 
the services would be controlled. 

We believe that this project has merit. However, the department needs 
to set out the parameters of the project in more detail. Therefore, we 
recommend that the department submit, before budget hearings, a.plan 
describing (a) the parameters of the project and (b) how the results 
would be evaluated. 
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Use of Federal Reimbursements 
We recommend that the department report on the likelihood and timing 

offederal approval.ofthe proposal to fund community placements with 
federal funds. .. . 

The budget proposes using $925,000 from federal Developmental 
Dis.abilities Services Act funds for community placements for develop
mental center 'clients. These ·funds areavailable as a result of the budget 
proposal to eliminate the Area Boards on Developmental Disabilities 
(please see Item 41(0). . . 

There could be some delays in obtaining federal approval for a revised 
state plan, because (1) it is unlikely that the plan would be submitted 
before enactment of the Budget Act and (2) federl:!.l officials indicate that 
their review could take several months. Any delays may affect the sched
ule for community placements. Accordingly, we recommend that the 
department report during budget hearings on the likelihqod and timing 
of federal approval of the budget proposal. . 

Medically Fragile Infants 
We withhold recommendation on the medically fragile infantsproposal 

pending (1) receipt of additional information on the proposed program 
and target population and (2) resolution of the responsibilities of various 
agencies i~volved.· '. 

The budget proposes .using $850,000 in federal reimbursements to pro
vide maintenance and in-home support services for medically fragile in
fants. These reimbursements are allocated under the federal 
Developmental Disabilities Act. They are available for regional center 
activities as a result of the budget proposal to eliminate the Area Boards, 
on DeveloI>mental Disabilities. (Please see Item 4100.). .' 

"Medically fragile" infants are infants who can live at home but require 
skilled nursing procedures such as tube feeding and tracheostomy care. 
The department believes thaUhe number of medically fragile infants· has. 
increased significantly overthe past several years because advan~ed tech
nology in hospitals is saving many infants who would otherwise have died. 

Apparently, the major problem is respite care. Parents need relief from 
the demanding medical needs of, these infants-beyond the limited 
amollnt of respite services available from regional centers and the Califor
nia Children's Services (CCS) program. Where other infants may be cared 
for by babysitters, these infants require skilled professionals d'(le to· their 
medical needs. . . 

The $850,000 augmentation would pay for up to 16 hours per day of 
home nursing services for these infants. The proposal stems in part from 
a court order in southern California, in which the Eastern Los Angeles 
Regional Center was directed to provide 16 hours of daily nursing care for 
one infant. .'. . 

Our review indicates that the departmelit has identified a population' 
that is increasing and requires services that are not easily accessible under 
current programs. We identified the following problems, however, with 
the department's proposal: 

1. The Department Has Not Defined Who Would Receive Services and 
What Level of Services Would Be Provided. The department has not (a) 
determined the eligibility criteria for receiving services or the level of 
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services that would be provided, (b) collected basic statistics on the target 
population, (c) identified the level of services that are already being 
provided under various programs, or (d) projected the level of services 
that would be provided tInder the program. 

2. The Responsibilities of Other Programs Need Clarification. The 
Medi-Cal and California Children's Services (CCS) programs in the De
partment of Health Services pay for medical services including in-home 
nursing in some situations. Regional centers and CCS pay for some respite 
care. The responsibilities of these agencies in paying for medical services 
need clarification. The CCS program and the Department of Develop
mental Services are currently negotiating an interagency agreement to do 
this. ..• . 

3. Establishinga New Program Based on the Court Ruling is Premature. 
At the time this analysis was prepared, the department had not analyzed 
the court order to determine (a) whether it establishes a precedent for 
other cases and (b) whether it should be appealed. 

4. This New Program Could Be Very Costly. We calculate that the 
$850,000 would pay for an average of five hours per week of nursing 
services for 100 children, based on $30 per hour for nursing care. The level 
of services requested by parents is likely to be significantly higher than this 
amount for two reasoris. First, based on a statistical analysis of regional 
caseload data, the department estimates that there are 271 medically 
fragile infants who may require nursing services. Second, the level of 
services anticipated for some children would be significantly higher than 
five hours per week-up' to 16 hours per day. At the 16 hour-per-day level, 
fewer than 10' infants could be served with the $850,000 augmentation. 
These costs exceed the costs of institutional care. In fact, the Medi-Cal 
program pays for in-home nursing on a "shift" basis only for persons who 
would otherwise be in an acute hospital, due to the costs involved. 

In recognition that the $850,000 would not go very far in meeting the 
demand for services, the department indicates that it anticipates request
ing additional funds in future years. 

Due to these problems, we withhold recommendation on this proposal 
pending (1) additional information· on the proposed program and target 
population and (2) resolution of the responsibilities of the various agencies 
involved. 

III. DEVELOPMENTAL CENTERS 
The budget proposes expenditures of $455.6 million (all funds) for pro

grams to serve state developmental center (SDC) clients in 1987-88. This 
is a decrease of $8.5 million, or 1.8 percent, below estimated current-year 
expenditures. The primary reasons for the decrease are (1) . a proposed 
reduction in special repair expenditures and (2) the full-year effect of 
1986-87 population reductions. 

The proposed General Fund appropriation for the SDCs is $65.7 million, 
which is $2.5 million, or 3.9 percent, above estimated current-year expend
itures. This increase is primarily due to a request for $10 million from the 
General Fund to replace Medi-Cal reimbursements lost due to caseload 
reductions. 

The budget projects an average population of 6,423 developmentally 
disabled clients in 1987-88 for the SDCs. This is 258 clients, or 3.9 percent, 
less than the current-year level. The average cost per client in 1987-88 is 
projected to be $64,667, an increase of $1,116, or 1.8 percent, above the cost 
per client in the current year. The budget proposes 9,224.5 personnel-
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Table 8 displays expenditures, funding sources, population, positions, 
and cost per client for developmental services programs. 

Table 8 
Department of Developmental Services 

Developmental Centers Budget Summary 
1985-86 through 1987-418 
(dollars in thousands) 

Actual Est. 
Expenditures 198f5...!36 1986-87 
Developmental services programs ...................... $410,911 $424,345 
Mental health programs ........................................ 120,374 39,769 

Totals ...................................................................... $531,285 $464,114 
Funding sources 
General Fund ............................................................ $402,475 $63,232 
SAFCO ............................................ ; ........................... 2,235 
Federal funds ....................................... ; .................... 860 944 
Mental health reimbursements ............................ 120,374 3.9,769 
Other reimbursements .......................................... 5,341 360,169 
Developmental services programs 

6,681 Average population ............................................ 6,956 
Personnel-years .................................................... 10,122.0 9,584.2 
Cost per client ....................... : .............................. $59,077 $63,515 

Percent 
Change 

Prop. . From 
1987-88 1986-87-
$415,322 -2.1% 

40,282 1.3 

$455,604 -1.8% 

$65,711 3.9% 

944 
40,282 1.3 

3.48,667 -3.2 

6,423 ~3.9 
9,224.5 -3.8 

$64,667 1.8 

Table 9 shows the changes to the current-year budget proposed for 
1987-88. 

Table 9 
Department of Developmental Services 

Programs for the Developmentally Disabled 
Proposed 1987-418 Budget Changes 

(donars in thousands). 

1986-87 expenditures (Budget Act) ....................................................................... . 
Baseline adjustments, 1986-87: 

1. Elimination of vacant positions ..... : ........................ ; ........................................ . 
2. Retirement contribution adjustment ......................................... ; .................. .. 
3. Increase Medi-Cal reimbursements ............................................................... .. 
4. Other increases and decreases ...................................................................... .. 

1986-87 expenditures (revised) ............................................................................... . 
Baseline adjustments, 1987-88: 

L Full-year adjustment for janitorial contract .. , ............................................. .. 
2. Add remaining facilities to janitorial contract ................................ , ............ . 
3. Full-year adjustment for ventilator staff ....................................................... . 
4. Adjust special repairs to 1985-86 level ......................................................... . 
5. Restore base funding levels ............................................................................. . 
6. Other increaseS and decreases ................... : .................................................. .. 

Caseload and cost adjustments: 
1. Full-year effect of 1986-87 population adjustment ..................................... . 
2. 1987-88 population adjustment-developmentally disabled ................... . 
3. 1987-88 population adjustment-mentally disabled .................................. .. 

General 
Fund 
$68,696 

-172 
-5,450 

158 
$63,232 

-1,610 
-117 

233 
-5,101 
-1,427 

103 

~8,250 

12,920 

All 
Funds 
$467,561 

-172 
-5,965 

2;745 

~ 
$464,114 

-1,610 
-117 

233 
-5,101 
-2,745 

21 

-7,614. 
-2,819 
-218 
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4. Increases for operating expenses .... ; ............................................... ; .............. . 
Program change proposals: 

1. Salary savings reduction .................................................................................. .. 
2. Transfer to support for education programs .............................................. .. 
3. Augment special repairs .................................................................................. .. 
4. Utilization review staff for mentally disabled programs ........................ .. 
5. "Special adjustment" ........................................................................................ .. 

1987-88 expenditures (proposed) .......................................................................... .. 
Change from 1986-87 (revised): 

Amount ......................................................................................................... ; ............ .. 
Percent ...................................................................................................................... .. 

Developmental Center Caseload Needs Updating . 

2,806 

2,633 
-47 

1,000 

-664 
$65,711 

$2,479 
3.9% 

2,806 

2,633 
-47 

1,000 
94 

-664 
$455,604 

-$8,5lO 
-1.8% 

We recommend that in its May revision, the department (1) update the 
SDC populatiol} estimate utilizing the latest caseload information, (2) 
incorporate the Medi-Cal COLA estimate for long-term care assumed by 
the Department of Health Services in the Medi-Cal May revision, and (3) 
cQrrect the technical error associated with SDC underbudgeting. 

The budget proposal is based on a state developmental center (SDC) 
population of 6,515 at the end of the current year and a decrease of 185 
clients during 1987-88. The proposal includes adjustments for changes in 
client charaCteristics and the transfer of 103 clients from Napa to Sonoma 
Developmental Center. The department indicates that it will revise the 
population estimates in May. 

The department's budget proposal for the SDCs has many problems. 
L Estimated Population Decline. The department's proposal assumes 

that the SDC population will be 6,515 at the end of the current year. Our 
analysis indicates that this is not likely to be the case for two reasons. First, 
based on the actual 1986-87 beginning population of 6,897 and the depart
ment's current plan to reduce the population by 235 clients during the 
current year, the population at the end of the current year would be 
6,66~r147 clients high~r than assumed by the department. Second, it 
is likely that the department will not meet its goal of reducing the popula
tion by 235 in the current year. As of December 1986, the SDC population 
was 6,860, a reduction of 37 clients over five months, or 7.4 clients per 
month. Thus, in order for the department to reduce the population by 235 
by June 30,1987, the SDC population would have to decrease by 198 clients 
in seven months, or 28.2 clients per month, almost a four-fold increase. 

2. Meru-Cal Reimbursement Estimates. Currently, the department esti
mates a $10 million reduction in Medi-Cal reimbursements in 1987-88 
based on an assumption that there will be no rate increases for long-term 
care in the Medi-Cal program in the budget year. This reduction is unlike
ly because long-term care facilities receive statutory cost-of-living adjust
ments (COLAs) based on cost studies. In our analysis of the budget for the 
Medi~Cal program (please see Item 4260), we recommend that the De
partment of Health Services (DHS) include an estimate of the required 
COLA in its May revision. 

3. Technical Error. In calculating 1987-88 staffing adjustments at the 
SDCs, the department underbudgeted SDC resources by $2.5 million. The 
department indicates that it will correct this oversight in the May revision. 

We reco~mend that in its May revision of expenditures, the depart
ment (1) update its SDC population estimates, (2) incorporate the DHS's 
Medi-Cal COLA estimate for . long-term care in its projections of reim
bursement, and (3) correct a technical underbudgeting error. 
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Operating Expense Increase 
We recommend that the operating expense increase.proposal be re

duced by $81~()()() to correct double-budgeting, (Reduce Item 4300-111-
OOL) 

The budget proposes an augmentation of $2.8 million from the General 
Fund to provide a 5 percent increase for "client-driven"-or variable
operating expenses. The department indicates that this increase is neces
sary to insure that SDCs maintain their licensing, certification, and ac
creditation requirements. 

The specific operating expense categories affected include: utilities, 
clothing, personal supplies, recreation.and religion, foodstuffs,mainte
nance, housekeeping and quartering, health and medical, drugs, meQical 
andlahsupplies, laundry, and vehicle operations. Expenditures for varia
ble operating expenses are estimated at $48.5.million in the curr~nt year, 
or $7,393 per ~lient. . , 

Our analysis indicates that a portion of the 5 percent i:qcrease is double
budgeted bepause the base budget already. incl1ldes an increase in per
client variable operating expenses. Specifically, the base budge,t indudes 
$47.9 million for variable operating expenses in 1987-88. This is $7,522 per 
client, which is, L7per~ent above the 1986-87 level. This 1.7 percent 
increase in per-client expenditures is a result of reducmg the SDC popula
tion while leaving variable operating expenses constant. The 1.7 percent 
increase results in excess funds of $815,000. 

We.recommenda reductiou9f $815,000 to correct double-budgeting of 
variable operating expenses. ", . . . 

DEPARTMENT'OF DEVELOPMENTAL SERVICES~CAPITAL 
OUTLAY 

Item 4300-301 from. the General 
Fund, Special Account for 
CapitaJ. Outlay.' . Budget p~ iIw 99 

Requested 1987-88 ................................. ; .......... ~ ............................ . 
Recommended approval .................. ~ ............................................ . 
Recommended augmentation ..................................................... . 
R,ecommended reduction .................... , ....... ; ................................ . 
Net RecoIJ)IIlended Approval ........................ ; ................. , ......... ,. 
Recommendation pending ....................................... , ................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$13,203,000 
8,:}50,000 

242,000 
848,000 

7,744,000 
4,005,000 

Analysis 
page 

1. Withhold recommendation on $3,667,000 reguested under 
Item 4300-301-036(2) to construct the Children's Units at 
Camarillo Developmental Center pendIng receipt of pre-

652 

liminary plans. . 
2. Children's Units, Camarillo Developmental Center. Recom

mend that, prior to budget hearings, the department ex-
. 652 
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plain to the Legislature why this project has been delayed 
and what steps it is taking to expedite the project. 

3. Fire/Life SaFety and Environmental Improvements~ Units 
18~ 19~ 30-33-Camarillo Developmental Center. Reduce 
Item 4300-301-036(3) by $378~OOO. Recommend a reduc-
tion because the project should be designed based on a 
lower future cost and only preliminary plans should be fund-
ed at this time. 

4. Withhold recoffiIIlendation on $92,000 requested under 
Item 4300-301-036(5) for a New Water Distribution System 
at Fairyiew Developmental Center pending information on 
the required water flow rate for fire protection. 

5. Remodel Laboratory~ R&T Buildin~ FairView Develop
mental Center. Augment Item 4300-301-036(6) by $242~OOO. 
Recommend an augmentation because the department 
should be able to remodel the laboratory in the current year. 

6. Withhold recommendation on $213,000 requested under 
Item 4300-301-036 (7) for handicapped accessibility modifi
cations at Porterville Developmental Center pending re-
ceipt of information detailing (1) existing noncomplying 
conditions, and (2) modifications necessary for accessibility 
compliance under current building codes. 

7. Minoi Projects. Withhold recommendation on one minor 
project ($142,000) under Item 4300-301-036(1) pending re-
ceipt of additional informa.tion. . 

8. Minor Projects. Reduce Item 4300-301-036(1) by $361~OOO. 
Recommend deletion of three projects for which the need 
has not been substantiated. 

ANALYSIS AND RECOMMENDATIONS 

653 

654 

654 

655 

656 

656-

The budget proposes $13.2 million from the General Fund, Special Ac
count for Capital Outlay, for the Department of Developmental-Services' 
capital outlay program in 1987-88. This includes $11.9 million for six major 
projects and $1.3 million for 15 minor projects ($200,000 or less per 
project). The department's proposal and our recommendations are sum
marized in Table 1. 

Major Projects 
The budget includes $11.9 million for six major capital outlay projects. 

Three projects at Camarillo State Hospital and Developmental Center~ 
Construct (a) Children's Units and Fire/Life Safety and Environmental 
Improvements at (b) Units 11-15, and (c) Units 18 and 19, and Units 
3<h33-provide improvements for patients of the Department of Mental 
Health.· 

Our allalysis indicates that one major project ($7.3 million) for Fire/Life 
Safety and Environmental Improvements (FLSEI) in Units 11-15 at Cam
arillo Developmental Center is justified and we recommend approval as 
budgeted. Upon completion, these units will provide 102 s.killed nursing 
fa.cility beds, 32 acute psychiatric beds, and a day treatment adolescent 
school. The proposed work and cost is consistent with the project as previ" 
opsly approved by the Legislature. . . 

Our recommendations on each of the remaining major projects are 
discussed below. 
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Table 1 

Department of Developmental Services 
1987"'-88 Capital Outlay Program 

Item 4300-301-036 
(dollars in thousands) 

Budget Analyst's Est. 
Sub- Bill Recom- Future 
Item Project Title Location Phase" Amount mendation' Cost 
(2) Construct Children's Units ............ Camarillo c $3,667 pending 
(3) Fire/Life Safety and Environmen-

Camarillo tal Improvements, Units 11-15 .... c ' 7;289 • 7,289 
(4) Fire/Life Safety and Environmen-

tal Improvements, Units 18, 19,30-
33 ......................................................... , Camarillo pw 582 204 $7,682 

(5) Water DistributionSystem ............ Fairview pw 92 pending 1,360 
(6) Remodel Lab, R&T Building ........ Fairview pw 29, 271 268 
(7) Handicapped Accessibility, Phase 

II .......................................................... Porterville wc 213 pending 
(1) Minor Projects .................................. Statewide pwc 1,331 . 828 

Totals .................................................. • $13;203 $8,592 . $9,310 

" Phase symbols indicate: p = preliminary plans; w = working drawings;' and c = consti'llcti0!1' 

Children's Units at Camarillo Still Behind Schedule 
We withhold recommendation on $3,66~OOO under Item 4300-301-036(2) 

to construct the Children's Units at c;amarillo Developmental Center, 
pending receipt of preliminary plans. ,',. ' 

Further, we recommend that, prior to budget hearings, the department 
explain to the Legislature why the project has been delayed and what 
steps are being taken' to expedite ,the project. 
',The budget proposes $3.7 million to construct the new children's units 

at Camarillo Developmental Center. The project would provide a new 
30,000 gross square foot (gsf) facility for child psychiatric programs admin
istered by the Department of Mental Health. 

Background. ,In the 1984 Budget Act, the Legislature appropriated 
$232,000 to (1) undertake a life-cycle cost analysis comparing the cost of 
remodeling with the cost of new construction and (2) develop preliminary 
plans for the most cost. effective solution. During hearings on the 1986 
Budgef Bill, the department submitted the life-cycle cost analysis to the 
Legislature. At that time, even though preliminary plans had not yet been 
completed, the department requested funds for working drawings and 
construction for a new building. Lacking sufficient information tosubstan
tiate the request for construction funds, the Legislature, in an attemptto 
expedite the project, appropriated $218,000 for working drawings. The 
Legislature also (1) adopted supplemental report language directing the 
department· to complete preliminary plans by January 1987 and working 
drawings by September 1987 and (2) adopted Bridget Actlanguage direct
ing the Office of State Architect (OSA) to subrilita quarterly report to the 
Joint Legislative Budget Committee on the status of each capital outlay 
project funded for the department. ' 

The OSA's January 27,1987 report indicates that the preliminary plans 
have been delayed because of (1) unspecified contract negotiation prob-
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lems with the consulting architectural firm and (2) unspecified additional 
programming to accommodate the design of a new building. On this basis, 
the preliminary plans are now scheduled to be completed by April 1987. 
Working drawings will not begin until July 1987, and may be completed. 
in mid~April19~even months later than the schedule approved by the 
Legislature in 1986. Given the department's track record, it is not clear 
that this revised schedule will be met or that construction funds will be . 
needed in the budget year. In view of this extended schedule, we recom
mend that, prior to budget hearings, the department explain to the Legis
lature.why the project has been delayed and what steps are being taken 
to expedite the project. In any case, lacking com. pleted preliminary plans 
and associated co:>t. estimates, we withhold recommendation on the de- '. 
partment's request for construction funds ($3,667,000) under Item 4440-
301-036(2) . 

Camarillo Developmental Center, Units 18, 19,30-33 
We recommend a reduction of $378,000 for fire/life safety and environ

mental improvements of Units 18, 19, 3~3 because the projectshould be 
designed based on a lower future cost and only preliminary plans should 
be funded at. this time. 

The budget: includes $582,000 for preliminary plans ($294,000) and 
wor:kingdrawings ($378,000) to remodel Units 18, 19, 30-32 for .fire/life 
safety and environmental improvements. Upon completion of the remod
eling work, the units will be returned to their current use. Unit 33 will be 
used as a day treatment activity center and will be remodeled for fire/life 
safety compliance only. Units 18 and 19 will house 60 adolescents, Units 
30-32 will.house 103 adults with acute psychiatric disorders. The depart
ment's estimated future cost of the remodeling is $7.7 million. This esti
mate, however, includes 20 percent for construction contingency. 
Consistent with the State Administrative Manual guidelines, the, contin
gency amount should not exceed 7 percent. On this basis, the estimated 
future cost shouldb~$6,233,OOO-a$1.4 million reduction. '.' 

The need to remodel these units is clear. The units were constructed 40 
to 50 years ago when design concepts for housing the mentally ill were 
based upon.a custodial care model, with little concern for patient privacy, 
a home-like atmosphere or active training. and therapy programs. The 
proposed remodeling will rectify these deficiencies-as well as provide 
patients and staff with increased protection from fire. 

The department's schedule for this project indicates that preliminary 
plans and working drawings will be completed in October 1987 and June 
1988, respectively, and construction can begin by October 1988. It is ques
tionable, however, that the department will meet this schedule because 
of the department's record in completing projects. Thus, we recommend 
that working drawing funds be deleted. . 

It also is appropriate to fund prelimiri.ary plans only at this time because 
of the new policy recently articulated by the Director of the Department 
of Finance. The Director of Finance indicated in a letter to the Chairman 
of the Joint Legislative Budget Committee dated October 23, 1986 that the. 
administration. intends to proceed with projects without regard to the 
legislatively approved cost whenever design funds are available but con
struction funds have not been appropriated. Thus, if the project cost based 
on prelimiri.ary plans exceeds tlle cost recognized by the Legislature when 
it approved the project (and working drawing funds have been appro
priated), the administration will proceed' with working drawings. There-
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fore, given the department's record for implementing projects and the 
administration's policy to proceed with projects without. regard to legisla
tively approved cost, we recommend that $204,000 be provided to develop 
preliminary plans for the project at an estimated future cost of $6.2 million. 

New Water Distribution System, Fairview Developmental Center 
We withhold recommendation on $92,000 underltem 4300-301-036(5) 

for preliminary plans and working drawings to provide a new water distri
bution system and modify the existing irrigation system pending receipt of 
information which specifies the required water flow rate for fire protec
tion. 

The budg~t requests $92,000 for preliminar. y plans and working draw
ings to modify the water distribution system at Fairview Developmental 
Ce. nter .. The p. roposal would p!'ovide separate systems for domestic water 
and fire protection and modify the irrigation system. The department's 
estimated future project cost is $1.4 million. 

The department indicates that the primary justification for this project 
is that the existing water distribution system does not provide adequate 
fire protection.. . 

Our analysis indicates that the proposed project may not be necessary. 
The department bases the proposal on the need to provide water at the 
rate of 3,500 gallons per minute (gpm) for fire protection purposes. The 
department, however, has not been able to substantiate that this rate is 
required by fire codes. Consequently, until the department determines 
the water flow rate for fire protection which is necessary to conform with 
code requirements, it is unclear to what extent (if any) the distribution 
system needs to be modified. Thus, we withhold recommendation on the 
$92,000 under Item 4300~301-036 (5) , pending the department's determina
tion of the code requirements based on existirigsite conditions. We sug
gest the department consult the Office of the State Fire Marshal to assist 
in making this determination. 

Remodel Laboratory, R& T Building, Fairview Developmental Center 
We recommend an augmentation of $242,000 to add construction funds 

to remodel the laboratory in the R&T Building at Fairview Developmen
tal Center. (Increase Item 4300-301-036(6) by $242,000.) 

The budget includes $29,000 for preliminary plans ($10,000) and 'work
ing drawings ($19,000) to remodel the laboratory in the R&T Building. 
The department's estimated total project cost is $299,000. 

The department indicates that the proposed remodeling would add 824 
assignable square feet (as£) to the existing laboratory for a total of 2,920 
asf. The proposed modifications would reconfigure the existing laboratory 
space to provide an improved layout for laboratory activities including a 
separate laboratory for microbiology. The proposed modifications are jus
tified and should proceed. Because the remodeling work is not complex 
and the project relatively small, we see no benefit in delaying the con
struction phase until 1988-89. Consequently, we recommend that prelimi
nary plans, working drawings, and construction be funded. The 
department's cost estimate for the project, however, contains a construc
tion contingency of 20 percent. The State Administrative Manual specifies 
that the construction contingency for renovations be budgeted at 7 per-
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cent. On this basis, the estimated total project cost would be $271,000. 
Consequently, we recommend that Item 4300-301-036(6) be increased by 
$242,000. 

Handicapped Accessibility, Phase II, Porterville Developmental Center 
We withhold recommendation on $213,000 requested for handicapped 

accessibility modifications at Porterville Developmental Center pending 
receipt o£.information detailing the (1) existing noncomplying conditions 
at the proposed buildings, and (2) modifications necessary to achieve 
compliance, based on current accessibility compliance standards. 

The budget includes $213,000 for working drawings ($15,000) and con
struction ($198,000) for aproject to provide handicapped accessibility at 
the administration building, auditorium, swimming pool, and rehabilita
tion and sheltered workshop, canteen, and school buildings. The depart
ment indicates that these facilities are generl:!.lly accessible but must be 
modified to achieve full compliance. 

The department's request is based on surveys performed over six. years 
ago. The State Building Code became effective July 1, 1982, and has been 
subsequently revised. Thus, the department's survey may not comply with 
current building codes concerning handicapped accessibility. Thus, we 
withhold recommendation on the requested amount pending receipt of 
information which identifies the (1) existing noncomRlying conditions 
and (2) improvements necessary to achieve compliance, based on current 
accessibility standards. 

Moreover, the department's request includes the installation of signs 
and other relatively inexpensive items such as water closet seat assemblies 
and paper cup dispen~ers which should be installed without waiting for 
approval of a major capital outlay project. These items range in cost from 
$100 to $750. It is not clear why items of this nature have not been accom
plished using available resources rather than waiting for a major capital 
outlay project to be funded. . 

Table 2 

Department of Developmental Services 
1987-88 Minor Capital Outlay Projects 

(dollars in thousands) 

Developmental 
Project Center 
Install Piped-in Oxygen, Suction System .............................. .. Lanterman 
Install Medical Air, Suction ...................... : ................................ . Porterville 
Air Conditioning, Pharmacy Lab/Central Supply ............... . Camarillo 
Install Storage Cabinet in Restroom/ Bathing Areas ........... . Sonoma 
Install Additional Ground Fault Plugs ................................... . Lanterman 
Install Comer Guards ................................................................. . Camarillo 
Remodel M-4 Building for Canteen, PhYSical, Therapy, and 

. Supportive Equipment Shop ............................................. . Porterville 
Install Protective Wainscot, Phase I. ...................................... . Lanterman 
Kitchen Energy Conservation and Modernization ............. . Camarillo 
Restroom Facilities--Farm ......................................................... . Fairview 
Install Electric Doors, Unit 12 and Canteen ......................... . Lanterman 
Soundproof Emergency Generator Plant... ............................ . Sonoma 
Construct Sidewalks ..................................................................... . Porterville 
Increase Cooling to Linen Rooms ........................................... . Porterville 
Auditorium, Locker Room Addition ....................................... . Stockton 
Personal Alarm System ............................................................... . Camarillo 

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

. Budget 
Bill Analyst's 

Amount Recommendation 
$61 $61 
132 132 
142 pending 
56 56 
19 19 
25 25 

192 192 
70 70 

195 
36 36 
16 16 
32 

109 109 
92 92 

134 
20 20 

$1,331 $828 
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Minor Projects 
The budget requests $1.3.miliion·for 16 minor (!apital outlay projects. 

Table 2 lists the projects, along withour recommendations on each. 

Air Conditioning, Pharmacy Lab and Central Supply, Camarillo Developmental 
Center 

We withhold recommendation on $142,000 to air condition the Pharma
cy Lab and Central Supply pending receipt of additional information . 
. The proposal would provide air conditioning to the pharmacy, labora

tory ,pathology, a~d ~entral supply at Camarill<? Developmental Center. 
The department mdlCatesthat temperatures m the pharmacy exceed 
recommended temperahires for the storage of pharmaceutical supplies. 
The department, however, has not substantiated the need for air condi

. ti6i1ing in the laboratory, pathology, or central supply areas. Moreover, the 
department does not adequately describe or provide cost estimates for air 
conditioning to any of the proposed facilities. . . 

Consequently, we withhold recommendation on the proposed project 
pendirig receipt ora detailed project description, costestimatesfor each 
area of work, and justification for including the laboratory, pathology and 
central supply in this minor project 

Kitchen Energy Conservation and Modernization, Camarillo Developmental 
Center 

We recommend deletion of$195,000 to modify the kitchen/dining areas 
because the department has not substantiated the need for this proposal. 

The budget includes $195,000 to remodel· the kitchen/ dining areas to 
provide a more home-like atmosphere and ·mcrease energy efficiency. 
The department, however, has not (1) indicated specifically what work is 
proposed, (2) substantiated the estimated energy savings or (3) provided 
a detailed cost estimate for the work. Thus, we recommend deletion of the 
requested $195,000. 

Auditorium, Locker Room Addition, Stockton Developmental Center 
We recommend deletion of$134,OOO requested for an auditorium, locker 

room addition. 
The department requests $134,000 to provide a locker room addition to 

the auditorium. The department has not substantiated the need for this 
addition nor provided a description of the project or a cost estimate for 
the proposed modifications. Lacking this information, we recommend 
deletion of the requested amount. 

Sound Proof Emergency Generator Plant 
We recommend deletion of $32,000 requested to sound proof the ~mer

gency generator plant at Sonoma Developmental Center because .this 
work is not necessary. 

The budget includes $32,000 to sound proof the walls and ceiling of the 
emergency electrical generator plant at the Sonoma Developmental Cen-
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ter. The department indicates that the projeCt would lower the noise level 
to more acceptable levels., 

An emergency electrical generator provides backup power for facilities 
when the main sources of electrical energy are disrupted. Generally, this 
occurs rarely. Thus, we see no reason why a facility which is utilized only 
occasionally. should be sound proofed. Consequently, we recommend de
letion of the requested amount. 

Supplemental Report Language 
For purpose of project definition and control, we recommend that the 

fiscal subcommittees adopt supplemental report language which de
scribes the scope of each of the capital outlay projects approved under this 
item. 

Health and Welfare Agency 

DEPARTMENT OF MENTAL HEALTH 

Item 4440 from the General 
Fund I' Budget p. HW 101 

Requested 1987--88 '~ ..... ~~ ............................................... : .................. $936,969,000 
Estimated 1,98,6--87............................................................................ 921,767,000 
Actual 1985--86 ....... ~ ......... , ................... ~ ........ , .................. :................. '843,226,000 

Requestedincrease (excluding amount ",' 
for salary increases) $15,202,000 (+17 percent) 

Total recommended reduction .. :;.~ ................................... :.......... 416,000 

1987-88 FUNDING BY ITEM AND SOURCE 
Item""';'Description 
4440:00l-001-Department admiriistrati6n' 
4440-011-001-State hospitals 
4440-011-036-State hospitals 
4440-016-001-,-Condition'aJ release 
4440-101-001-Local assistance: 
444O-111-001-Brain-damagedadults 
4440-131-001-Special education 
Reimbursements 

Subtotal 
444O-001-890-Department support 
444O-10l-890-Local assistance 

Total 

Fund 
General, 
General 
SAFCO 
General 
General 
General 
General 

Federal 
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Increased Federal Reimbursements for Administration. 

Amount 
$23,423,000 
296,356,000 

715,000 
17,944,000 

491,046,000, 
3,047,000 
2,000,000 

102,438,000 

$936,969,000 
562,000 

16,140,000 

$953,671,000 

Analysis 
page 
661 

Reduce Item 4440;;001-001 by $416,000. Recommend re
,duction because the department has not adequatelyjusti
fied how it intends to spend the General Fund savings 
resulting from increased federal reimbursements. 

2. Conditional Release Program. Recommend that the 663 
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Legislature adopt supplemental report language requinng 
the department to submit by October 1, 1987 a report detail
ing the department's plan to monitor and verify treatment 
services, costs, and outcome indicators.' .' 

3. La Paz Geropsychiatric Unit. Recommend adoption of 671.. 
Budget Bill language that (a) permits the department to 
continue an agreement with a county to operate mental 
health programs on state hospital grounds and (b) protects 
the state General Fund. Further recommend that the agree
ment be included as part of the county plan. 

4. Special Education' ·Pupils. Recommend that prior to 673 
budget hearings, the department submit improved caseload 
and costs estimates for services to special education pupils. 

GENERAL PROGRAM STATEMENT 
The Department of Mental Health directs .and coordinates statewide 

efforts aimed at the treatment and prevention of mental disabilities. The 
department's primary responsibilities are to: 

1. Administer the Short-Doyle and Lanterman-Petris-Short Acts. The 
acts provide for delivery of mental health services through ,a state-county 
partnership and for involuntary treatment of the mentally disabled. 

2. Operllte Atascadero, Metropolitan, Napa, and Patton State Hospitals 
and manage programs for the mentally disabled located at Camarillo State 
Hospital. 

3. Administer and manage the Conditional Release program, which 
provides for the community outpatient treatment and supervision of judi
cially committed persons and mentally disordered offenders. 

The department is authorized 6,682.8' personnel-years in' the current 
year. . .. 

OVERVIEW OF THE BUDGET REQUEST , 
The budget proposes expenditures of $953,671,000 (all funds) for the 

support of the Department of Mental Health's activities in 1987--88. This 
is an increase of $11,975,000, or 1.3 percent, above estimated current-year 
expenditures. 

Proposed General Fund expenditures for support of the department 
and its programs are $833.8million, which is $14.6 million, or 1.8 percerit, 
above the estimated General Fund expenditures in the current year. 

Expenditures 
Department support .... : ... ~ ...... . 
State hospitals ... i ....................... . 
Local programs ........................ .. 
Special education pupils ........ .. 
Brain-damaged adults ............. . 

Totals ............................... : .. :. 

Table 1 

Department of Mental Health 
Budget Summary 

1985-86 through 1987-88 
(dollars in thousands) 

Actual Est. Prop. 
1985-86 1986-87 1987-88 

$29,695 $41,537 $43,497 
289,906 317,582 326,697 
539,989 574,630 575,055 

5,375 5,375 
2,572 3,047 

$859,590 $941,696 $953,671 

Change from 1986-87 
Amount Percent 

$1,960 4.7% 
9,1152.9 

425 0.1 

475 18.5 

$11,975 1.3% 
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Funding sources 
General Fund ........................... . 
Special Account for Capital 

Outlay ................................ .. 
Federal funds .......................... .. 
Reimbursements ...................... .. 

Personnel-years 

$751,174 

695 
16,364 
91,357 

$819,174 

1,715 
. 19,929 
lrxJ,878 

$833,816 

715 
16,702 

102,438 

Department support ............ 367.9 353.4 347.5 
State hospitals ........................ 3,977.7 6,329.4 6,546.5 

$14,642 1.8% 

-1,(}()() -58.3 
-3,227 -16.2 

1,560 1.5 

-5.9 -1.7 
217.1 3.4 

Totals ......................... ;.......... 4,345.66,682.8 6,894.0 . 211.2 3;2% 

Table 1 provides a summary of the department's budget for the past, 
current, and budget years. The expenditure tables that follow have not 
been adjusted to reflect any potential savings in 1986-87 which may be 
achieved in response to the Governor's December 22, 1986 directive to 
state agencies and departments to reduce General Fund expenditures. 

ANALYSIS AND RECOMMENDATIONS· 
A. DEPARTMENT SUPPORT 

The budget proposes expenditUres of $43.5 miilionfor support of the 
Department of Mental Health in 1987-88. This amount coTlsists of $25.6 
million for department administration and $17.9 million for the Condition
al Release program. This isan increase of $1,960,()()(), or 4.7 percent, above 
estimated current-year expenditures. The increase is due primarily to 
full-year funding of the Conditional Release program. Table 2 shows the 
department's expenditures and funding sources for the past; current; and 
budget years. . 

Table 2 

Department of Mental Health Support 
Expenditures and Funding Sources 

1985-86 through 1987-88 
(dollars in thousands) 

Actual . Est. Prop. Change fI()m 1986-87 
Expenditures 1985-86 1986-87 1987~ Amount Percent 
Department adnllnistration $25,077 $25,588 $25,553 -$35 ~O.1% 
Conditional release .............. .. 4,61~ 15,949 17,944 1,995 . 12.5 

Totals ................................ . $29,695 $4i,537 $43,497 $1,960 4.7% 

Funding sources . , 
General Fund ........................ $26,805 $39,316 . $41,367 2,051. . 5.2% 
Federal funds.......................... 1,007 586 562 ~24 -4.1 
Reimbursements.................... 1,883 1,635 1,568 ;:"67 '.:...4.1 

Budget Changes Table 3 shows the chan.gesin the department's ad
ministration budget proposed for ,1987-88; TIle major changes are (1) a 
transfer of $751,000 from the Conditional Release program, (2) an increase 
of $212,000 in federal funds for the Primary. Prevention program, (3) an 
increase of $125,000 for programming related to the state hospital cost 
recovery system, and (4) deletion of one-time funds available in the cur
rent year ($1 million). The budget includes a "SpeCial Adjustment" reduc
tion of $237,000, which is approximately 1 percent of the General Frind 
amount for administration. . .' . 
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Table 3 

Department of Mental Health Administration 
Proposed 1987-18 Budget Changes 

(dollars in thousands) 

1986-87 expenditures (Budget Act) ..................................................................... . 
Adjustments, 1986-87: 

1. Transfer from local assistance, Monterey County, Office of Mental 
Health Social Services (OMHSS) ............. ; ............. , ..................................... . 

2. Carry-over of AIDS funds, Ch 767/85 .......................................................... . 
3. PERS rate reduction ........................................................... ; ........................... . 
4. Allocation to Board of Control, Ch 1485/86 ............................................... . 
5. Federal grants ................................................................................................... . 
6. Primary prevention, Section 28 ........................................................... ,., ..... . 
7. Increase in Medi-Cal reimbursements ....................................................... . 
8. California state library grant ......................................................................... . 

1986-87 expenditures (revised) ............................................................................. . 
Baseline adjustment~, 1987-88: 

1. Transfer of OMHSS to Monterey County .................................................. . 
2. Reduction·in one,time AIDS funds carry-over ......................................... . 
3. Restore allocation to Board of Control, Ch 1485/86 ............................... . 
4. Reduction in grants ......................................................................................... . 
5. Reduction for one-time equipment ............................................................. . 

Program change proposals: 
1. State hospital utilization review ................................................................... . 
2. Direct treatment services, Conditional Release'program ..................... . 
3. Programming for hospital cost recovery system ., ................................... . 
4. Medical records consultant ............................................................................ . 

~: ~~~:; ~d~:~:';·:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
1987-88 expenditures (proposed) ......................................................................... . 
Change from 1986-87 (revised): 

Amount.. ................................................................................................................... . 
Percent .................. : ................................. ; ................................................................ . 

General 
Fund 
$22,979 

328 
270 

-204 
-6 

$23,367 

-328 
-270 ' 

6 

-107 

68 
751 
125 
48 

-237 ---
$23,423 

$56 
0.2% .. 

Item 4440 

All 
Funds 
$24,324 

468 
270 

-214 
-6 
47 
72 

560 
67 

$25,588 

-468 
-270 

6 
-163 
-107 

68 
751 
125 
48 

212 
-237 

$25,553 

-$35 
-0.1% 

Table 4 shows the changes in the 1987-88 budget for the Conditional 
Release program. The major changes are (1) a transfer of $751,000 to 
administration, (2) a reduction of $181,000 for a "Special Adjustment," and 
(3) an increase of approximately $2.9 million for full-year funding and 
population adjustments. 

Table 4 
Conditional Release. Program 

Proposed ;987-18 Budget Changes 
General Fund 

(dollars in thousands) 
Amount 

1986-87 expenditures .(Budget Act) ..................................................................................................... $18,262 
Adjustments, 1986-87: . 

1. Savings due to adjustment in mentally disordered offender (MDO) population ..... : .. ,.. -2,313 

1986-87 expenditures (revised) ............................................................................................................ $15,949 
Baseline adjustments, 1987-88: 

1. Restore 1986-87 MDO population adjustment ...................................................................... .. 
2. MDO population adjustment ...................................................................................................... .. 
3. Full-year costs for patient care .................................................................................................. .. 

2,313 
-1,123 

1,148 
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4. Full-year costs for residential care rate supplement.. ........................................................... . 
Program change. proposals: 

1. Direct treatment services, transfer to administration., .. , ........... , .......................................... . 
2. "Special adjustment" ........................................... : ......................................................................... . 

1987 -:BB expenditures (proposed) ....................................................................................................... . 
Change from 1986-87 (revised): 

Amount ................................................................................................................................................... . 
Percent. ...................................................................................... ; ........................................................... . 

Proposed Changes Recommended For Approval 

589 

-751 
-181 

$17,944 

$1,995 
12.5% 

We recommend approval of the following changes that are not dis
cussed elsewhere in this· analysis: 

• Increase of $68,000 for state hospital utilization review. 
• Increase of $125,000 for rewriting computer programs that generate 

management reports in the state hospital cost recovery system. 
• Transfer of $48,000 from state hospitals to administration for one 

medical record consultant to perform utilization review. 
• Increase of $212,000 in federal funds for consultation and training 

materials for primary prevention projects. 

Increased Federal Reimbursements for Administration 
We recommend deletion of$416,fXJO from the General Fund because the 

department has not adequately justified how it intends to spend the Gen
eral Fund savings resulting from increased federal reimbursements. (Re-
duce Item 4440-001-001.) . 

In the current year, through the Section 28,1986 Budget Act, process, 
the department received expenditure authority for an additional $560,000 
resulting from increased federal reimbursements for administration relat
ed to Medi-Cal services. The department indicates that the funds will be 
used in 1986-87 to cover shortfalls in funding for administering Medi-Cal 
services. 

The budget for 1987-88 assumes that the increased reimbursement level 
will continue. This frees up $560,000 from the General Fund for other 
purposes. The department proposes to spend the available General Fund 
money for three purposes: (1) $144,000 for reconciliation of the base 
budget for salaries an~ wages to ~rojected needs for 1987-88 (bas~cally, to 
cover unfunded ment salary adjustments and mcreasedbenefits), (2) 
$237,000 to offset the 1 percent "special adjustment," and (3) $179,000 as 
a reserve in case the department is required to administratively establish 
positions for Short-Doyle I Medi-Cal utilization review. 

Our review indicates that the department only has justified how it 
intends to spend $144,000 of the $560,000. With respect to the $237,000, the 
net effect of the department's proposal is that the "special adjustment" is 
not a real reduction. The adjustment is merely a funding reduction on 
paper. The department has not documented why it should be exempt 
from the reduction that has been applied to all state departments. 

With respect to the $179,000, the department indicates that these funds 
will be used to administratively establish positions in case the department 
is directed to improve its reviews of utilization reviews under the Short
Doyle/Medi-Cal program. Absent (1) a firm requirement for enhanced 
utilization review and (2) a budget change proposal documenting the 
specific expenditure adjustments required, these funds are unjustified. 

The department hasnot adequately justified spending the $416,000 Gen-
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eral Fund savings resulting from increased federal reimbursements. Ac
cordingly, we recommend that the Legislature delete this amount from 
the department's General Fund appropriation. (Reduce Item 4440-001-
001 by $416,000.) .. 

Conditional Release Program 
The budget includes $17.9 million for the Conditional Release program 

in 1987-88. This amount consists of $14.9 million for services to judicially 
committed clients and $3. million for services to. mentally disordered of-
fenders. . ... 

Chapters 1327 and 1488, Statutes of 1984 (AB 2381 and SB 1984), re
quired the department to develop a system of community treatment and 
supervision for judicially committed persons. Specifically, the acts re
quired that (1) the state be responsible for the outpatient supervision and 
treatment of individuals who· have been found riot guilty by reason of 
insanity or incompetent to stand trial, as well as mentally disordered sex 
offenders who are discharged from a state hospital, and (2) an individual 
found not guilty by reason of insanity complete at least one y~ar of outpa
tient treatment and supervision before a court may determine that the 
person is restored to sanity. 

A third statute, Ch 1419/85 (SBJ296), established a new commitment 
mechanism for prison inmates eligible for· parole (pleasese~ discussion 
under Section B, State Hospital Programs). The act directed the depart
ment to develop both inpatient and outpatient treatment components for 
this mentally disordered offender population. The department intends to 
provide outpatient treatment for this population through the Conditional 
Release program. 

Current-Year Caseload and Program Implementation 
In response to the legislative mandates, the department established 

service standards and developedprocedures to verify that clients received 
the supervision and treatment specified in the standards. The program is 
designed to assure public safety, as well as treatment. 

The department sought initially to contract with county mental health 
programs to establish distinct and separate conditional release program 
units. Where counties did not wish to participate or where amulti-county 
service area was appropriate, the department sought to contract with 
private service providers or with larger counties willing to provide service 
to another county's clientele. .. 

During the initial phases of implementation, the department contracted 
with 31 counties either individually or as part of a multi-county regional 
program and secured two private provider contracts .. One of these con
tracts serves the three-county area of Santa Clara, Monterey, and San 
Benito while the other contract serves San Francisco County. The total 
caseload for the 35 counties is 704 clients. The total budget of $11.2 million 
consists of $9.8 million for postrelease services and $1.4 million forprere
lease services. The average cost per client in county programs is approxi
mately $13,900 annually for postrelease services. 

In order to provide supervision and treatment services for th~ remain
ing counties, the department developed a direct services operation. The 
department established a field operation in Sacramento utilizing. six ad
ministratively established staff positions and six contract positions. The 
total caseload for the direct services operation is 63 clients. The total 
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budget of $1.2 million consists of $1,012,000 for postrelease services and 
$151,000 for prerelease services. The average cost _per client in the state
directed operation is approximat€)ly $16,00Q annually for postrelease serv-
ices. . 

Cost Differences Between State and Contract Services. The depart
ment provides several reasons to account for the $2;100 per-client differ
encebetween average· contract costs and average state direct serviCes 
costs. First, the direct state services staff are utilized inefficiently because 
they are dispersed over 23 counties representing 12 percent of the condi
ticmal release caseload. These counties are generally the smaller, less 
populated northern counties. 

Second, unlike counties, the department does not have an existing net
work of treatment services. The department must enter into contracts for 
a full range of services, even though many of the services may never be 
used. The costs per unit of service are relatively high under these circum
stances; 

Budget-Year Changes 
The 1987-88 budget proposes to redirect $751,000 from the conditional 

release item to the department support item and permanently establish 
the field operation with 12 positions. These positions would serve 88 clients 
and provide coverage in 23 counties. The total cost of the direct services·· 
operations would be $1,655,000 for postrelease services and $247,000 for 
prerelease services. The average cost per client is projected to be approxi-
mately $18,800 annually forpostrelease services. . ... .. 

At the time this analysis was prepared, negotiations with contract pro
viders for 1987-88 had not begun. However, the department expects to 
renew the two private provider contracts and 30 of the 31 existing county 
contracts. The department indicates that Fresno County does not intend 
to renew its current contract. 

Continued County Participation Uncertain , 
Some counties have indicated that they may withdraw from participa

tion in the Conditional Releaselrogram because they do not wish to be 
responsible for supervising an treating the new mentally disordered 
offender population. This population is .. perceived to be dangerous and 
unpredictable. If counties elect to discontinue their conditional release. 
programs, costs could increase substantially because of the cost differential 
between state-provided and locally provided services. 

The Legislature Needs Data and V~rificatian .Plan 
We recommend that the Legislature adopt supplemental report lan

guage requiring the department to report to the Legislature by October 
1, 1987 on the department's plan for monitoring and verifying Conditional 
Release program treatment services, cost reporting, and outcome indica-
tors. . 

While we believe that the department's implementation of the program 
is generally consistent with legislative mandates, we have some concerns. 
We are currently unable to determine (1) if the actual programs being 
implemented conform with the department's program guidelines and (2) 
whether the program is effective in treating the clients. This is because 
the department currently lacks a comprehensive system for monitoring 
and verifying the provision of contracted treatment services, the costs of 
service delivery, and outcome indicators such as reoffense rates. 
22-75444 
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If the Legislature is to evaluate the efficacy and impact of the Condition
al Release program, the department must have the capability to compile 
and verify client and program specific information on services and out
comes. Specifically, the monitoriIig system should compile data that can 
provide answers to the following types of questions: . 

• Do counties, private providers, and state direct service staff adhere 
to the program's core standards for treatment services and supervi~ 
sion? How often do service providers seek and/ or obtain waivers of 
core standards? .. 

• Are counties and private providers accurately reflecting the cost of 
services provided? Are the costs for those services similar to the cost 
for equivalent services provided by Short"Doyle programs or other 
private prOviders? . 

• Are counties and private providers submitting treatment data and 
cost reports in a timely manner? 

• Is the program "successful" in reducing the reoffenserate? Do the 
outcome indicators reveal any patterns regarding more or less effec

, tive means of treatment? 
Accordingly, we recbmmend that the Legislature adopt supplemental 

report language requiring the department to report to the Legislature by 
October 1, 1987 on the department's plan for monitoring and verifying 
Conditional Release program treatment services, cost reporting, and out~ 
come indicators. The following language is consistent with this recommen
dation: 

"The Department of Mental Health shall report to the Legislature by 
October 1, 1987 bn the department's plan for monitoring and verifying 
Conditio~al .Release program tre~tment servic~s, c<?st r~po~tin.g, ~d 
outcome mdicators. The plan shall mclude a detailed timeline mdicatlng 
when all monitoring components for the Conditional Release program 
are to be hnplemented and fully operational." 

B. STATE HOSPITAL PROGRAMS 
The budget proposes expenditures of $326.7 million, all funds, in 1987-88 

for' clients in state hospitals for the mentally disabled. This is art increase 
of $9.1 million,or 2.9 percent, above estimated current-year expenditures. 
The budget proposes an appropriation of $296.4 million from the General 
Fund for these programs, which is an increase of $13;7 million, or 4.9 
percent, above estimated current-year expenditures. Table 5 shows com
ponents of the state hospital budget in the past, current, and budget years. 

Expenditures 
County clients ..................................... . 
JudiCially committed clients ............ .. 
Other clients a ...................................... .. 

Totals ............................................. . 
Funding sources 

Table 5 
State Hospitals 

Budget Summary 
1985-86 through 1987-88 
(dollars in thousands) 

Actual Est. 
1985-80 1986-87 
$168,390 $176,420 

98,821 10'7,914 
22,695 33,248 

$289,906 $317,582 

Prop. 
1987-88 
$180,457 
116,614 

.. 29,626 

$326,697 

Change 
Amount Percent 

$4,037 2.3% 
8,700 8.1 

-3,622 -10.9 

$9,115 2.9% 
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General Fund ........................................ $265,369 $282,619 $296,356 $13,737 4.9% 
Reimbursements .................................. 23,842 33,248 29,626 -3,622 -10.9 
SAFCO .................................................... 695 1,715 715 -1,000 -58.3 
Average population 

County clients .................................. 2,681 2,604 2,543 -61 -2.3% 
Judicially committed clients .......... 1,613 1,606 1,696 90 5.6 
Other clients ..................................... 438 593 506 -87 -14.7 ---

Totals .............................................. 4,732 4,803 4,745 -58 -1.2% 
Authorized positions 

Department of Mental Health ...... 3,978 7,130 6,989 -141 -2.0% 
Department of Developmental 

Services .......................................... 2,988 954 957 3 0.3 

Totals .............................................. 6,966 8,084 7,946 -138 -1.7% 
Cost per client 

County clients .................................. $62,809 $67,750 $70,962 $3,213 4.7% 
Judicially committed clients .......... 61,265 67,194 68,758 1,564 2.3 
Other clients· .................................... 51,815 56,067 58,549 2,482 4.4 

Totals .............................................. $61,265 $66,122 $68,851 $1,728 4.1% 

a Includes clients from the Department of Corrections, the Department of Developmental Services 
(DDS), and the California Youth Authority. 

Client Characteristics 
State hospitals serve four categories of clients: county clients, judicially 

committed clients, mentally disordered offenders, and clients of other 
institutions. 

County clients may voluntarily consent to treatment or may be de
tained involuntarily for treatment for specified periods of time under the 
provisions of the Lanterman-Petris-Short Act (LPS). 

Judicially committed clients include persons who are legally catego
rized as (1) incompetent to stand trial, (2) not guilty of a crime by reason 
of insanity, or (3) mentally disordered sex offenders. 

Mentally disordered offenders include prison parolees who have.been 
committed to the department for treatment and supervision. 

Clients of other institutions include mentally disabled clients of the 
Departments of Corrections and the Youth Authority who are transferred 
to state hospitals to receive medication and other treatment. Also included 
are developmentally disabled clients housed at Napa State Hospital. 

Proposed Budget Changes 
The budget for 1987-88 proposes a net increase of $13.7 million from 

estimated current-year General Fund expenditures. The major changes 
proposed for 1987-88 include (1) an increase of $5.5 million for salary 
savings and workers' compensation, (2) an increase of $6.9 million for 
full-year funding for the Mentally Disordered Offender (MDO) program 
and a population adjustment, (3) an increase of $1.5 million to reflect 
changes in the judicially committed population, (4) a reductionof $3 
million to reflect a "special adjustment," and (5) an increase of $1.4 million 
for state hospital operating expenses and equipment. Table 6 displays the 
budget changes proposed for 1987-88. 
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State Hospitals 
Proposed 1987-a8 Budget Changes 

(dollars in thousands) 

1986-87 expenditures (Budget Act) ................................................................... . 
Adjustments, 1986-87: 

1. Retirement reduction .................................................................................. .. 
2. Los Angeles County reimbursement for geropsych unit .................... .. 
3. Reduce estimated costs for mentally disordered offenders ................ .. 
4. Miscellaneous technical adjustments ........................................................ .. 

1986-87 expenditures (revised) .......................................................................... .. 
Baseline adjustments, 1987-88: 

1. Replace 1986-87 Board of Control reduction ........................................ .. 
2. License and renewal fees ............................................................................ .. 
3. Full-year effeCt of 1986-87 population adjustment .............................. .. 
4. Full-year effect of Metropolitan laundry contract ................................ .. 
5. Full-year funding for treatment staff augmentation ............................ .. 
6. Reduce Napa personal alarm funding .................................................... .. 
7. Increase workers' compensation at Napa .............................................. .. 
8. Adjust for 1986-87 budget changes in the Department of Develop-

mental Services .............................................................................................. .. 
9. Increase for CALSTARS .............................................................................. .. 

10. Reduce Los Angeles County reimbursement for geropsych unit .... .. 
Caseload and cost adjustments: 

1. Full-year funding and population adjustments for the Mentally Dis-
ordered Offender (MDO) program ........................................................ .. 

2. Reduce developmentally disabled caseload at Napa ............................ .. 
3. Increases in the judiCially committed ...................................................... .. 

Program change proposals: . 
1. Increase peace officers at Atascadero ...................................................... .. 
2. State hospital utilization review ................................................................ .. 
3. Transfer to administration to establish medical record consultant .. .. 
4. Increase for operating expenses and equipment .................................. .. 
5. Workers' compensation increase .............................................................. .. 
6. Salary savings reduction ......... , ........................................ , ......... , .................. . 
7. "Special·adjustment" .................................................................................... .. 
8. Rounding adjustment .................................................................................. .. 

1987-88 expenditures (proposed) ...................................................................... .. 
Change from 1986-87 (revised): 

Amount ............................... ; ................................................................................ .. 
Percent ............................. : .................... , ................................................................ . 

Proposed Changes Recommended For Approval 

Item 4440 

General All 
Fund Funds 

$289,928 $324,557 

-4,040 -4,440 
761 

-3,245 -3,245 
-24 -51 ---

$282,619 $317,582 

17 17 
52 52 

-2,722 -3;335 
-90 -90 

3,555 3,555 
-1,000 

38 38 

187 187 
25 25 

-541 

6,851 6,851 
-2,180 

1,469 1,181 

234 234 
285 285 

-48 -48 
1,377 1,377 
3,000 3;000 
2,500 2,500 

-2,994 -2,994 
1 1 ---

$296,356 $326,697 

$13,737 $9,115 
4.9% 2.9% 

We recommend approval of the follo$g changes that are not dis-
cussed elsewhere in this analysis: . 

• An increase of $6.9 million to reflect full-year funding and a popula
tion adjustment for the MDO Qrogram. 

• An increase of $1.5 million to reflect changes in the judicially commit-
ted population. . .. 

• An increase of $285,000 and five positions for state hospital utilization 
review. 

• A technical adjustment to reestablish a reimbursed position at Metro
politan State Hospital. 

• An increase of $1.4 million for state hospital operating expenses and 
equipment. 
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• Increases of $3 million for workers' compensation and $2.5 million to 
reduce salary savings. 

• An increase of $234,000 and 14 positions for peace officers at Atas
cadero State Hospital. 

Mentally Disordered Offender (MDO) Program 
We recommend approval. 
The budget proposes $10,148,000 to fund the full-year inpatient costs of 

the MDO program in 1987~8. This is an increase of $6,851,000, or 108 
percent, over estimated. current-year expenditures. 

Chapter 1419, Statutes of 1985 (SB 1296), established a new mechanism 
to extend the commitment of mentally disordered prison inmates who are 
eligible for parole. In order to be subject to commitment under. the act, 
a prisoner must meet all of the following criteria: 

• The prisoner must have a severe mental disorder. . 
• The mental disorder either is not in remission or cannot be kept in 

remission. 
• The disorder was one of the causes or an aggravating factor in the 

crime for which the prisoner was convicted. 
• The prisoner has received 90 days or more of treatment for the severe 

mental disorder. 
• The crime involved the use of force or violence or caused severe 

bodily injury. . 
The Department of Corrections (CDC) must first certify an inmate as 

meeting commitment criteria and the Department of Mental Health then 
conducts its own evaluation to determine whether or not an inmate should 
be committed to the program. 

The procedures for committing aprisoner as an MDO contain adminis
trative and judicial safeguards to ensure the protection of an individual's 
due process rights. 

Caseload. Last year the department projected a first-year caseload 
of 244 inpatient clients and 130 outpatient clients for a total population of 
374 in 198~7. The department subsequently has revised that projection 
to 113 inpatient clients and 16 outpatient clients for a total population of 
129. At the time this analysis was prepared, the CDC had processed for 
certification 133 individuals and certified approximately 40 individuals. 
The CDC expects to certify 12 to 15 individuals per month during the 
remainder of the current year. 

The department projects a caseload of 309 clients in 1987~8, consisting· 
of 209 inpatients and 100 outpatients. This is a net increase of 180 from the 
estimated current-year caseload. This population projection is consistent 
with the CDC's estimates ofan average of 12 to 15 MDO certifications per 
month. 

Implementation Problems. There appear to be several factors con
tributing to the fact that the actual number of MDO commitments is less 
than the number projected. First, with a program of this magnitude, a lag 
in program implementation can be expected. In retrospect, the budget 
was optimistic about the time needed for the CDC to develop policies and 
procedures for identifying and certifying inmates eligible for MDO com
mitment. 

Second, the specific commitment criteria appear to have some impact 
on the number of potential MDO commitments~ Specifically, department 
staff have encountered difficulties with the following: 
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• Consistent interpretation of the definition of "severe" mental disor
der. The interpretation of severe may differ between clinicians. 

• Linkage of the mental disorder as a cause or aggravating factor in the 
crime for which the prisoner was convicted. Some offenses and con
victions are reduced through plea bargaining and the linkage of the 
disorder to the actual crime committed is difficult. 

• Rigidity of the commitment criteria to only include crimes that in
volved the use of force or violence or cause severe bodily injury. The 
department indicates that there are some prison inmates whose men
tal disorder is comparable to inmates certified for the MDO commit
ment, yet because their crimes do not fall into· the appropriate 
category, they are not eligible for commitment. 

Third, we suspect that the CDC currently does not have the capacity 
to identify and assess all of the parole-eligible inmates that could qualify 
for commitment. In the current year, the CDC has a total of 88.5 clinician 
positions to assess and treat a total inmate population of 53,000. This repre
sents a ratio of 1 clinician for approximately every 600 inmates. 

In its 1987-88 budget, the CDC recognizes this problem. It requests an 
additional 19.5 positions to increase the staffing ratio of psychiatrists and 
psychologists to the total inmate population. As part of the justification for 
the positions, the CDC cites additional workload associated with the MDO 
program amounting to 1,700 patient-evaluation hours, or approximately 
one person-year. 

In sum, the department's request is reasonable and consistent with 
legislative mandates. Accordingly, we recommend approval. 

State Ho~pital Staffing Initiative: Planned Scheduled Treatment 
The state embarked upon a three-year program in 1984-85 of increasing 

treatment staff in state hospitals. The final increment of staff was added 
in the current fiscal year. The budget for 1987-88 includes approximately 
$18.4 million for the 682. state hospital treatment staff positions added 
during the three-year period. . 

The primary objectives of the staffing augmentations were to improve 
the quantity and quality of treatment services delivered to state hospital 
clients. The department states that the improvements will assist all five 
hospitals that serve the mentally disabled to obtain accreditation by the 
Joint Commission on Accreditation of Hospitals (JCAH) . These improve
ments will also assist Metropolitan, Napa, and Camarillo State Hospitals to 
become certified for Medi-Cal and Medicare payments. 

In our initial evaluation of the staffing augmentations, we found that the 
department's proposal lacked performance criteria and standards for ac
countability. To address these deficiencies, the Legislature directed the 
department to develop: 

• A management information system capable of monitoring a pro
. gram's delivery of scheduled treatment services. 
• Treatment performance criteria for each program and a process to 

evaluate the quality of scheduled treatment services~ 
• A long-term study to determine the effects of the proposed staffing 

augmentations. 
In response to these directives, the department has: 
• Pilot tested and begun implementing a management information 

system involving personal computers. The system can produce week-
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ly schedules specific to each provider category :and historical reports. 
showing each treatment provider's actual workload. The department 
. reports that this information has proven to be valuable to staff in 
organizing their activities, to program management as a monitoring 
mechanism, and to department headquarters to oversee state hospital 
operations . 

• Developed a protocol to evaluate (1) the degree to which the actual 
implemented program concurs with the program's treatment objec
tives and (2) other aspects of patient management and treatment. 
The department has field tested its protocol and is beginning evalua-
tions of all of the hospitals. .. 

• Collected baseline data for all programs that received new staff and 
is now collecting information specific to the unique objectives of each 
program. In three to four years, the department will have compiled 
sufficient data for review and statistical analysis. The department 
indicates that progress reports will be submitted on an annual basis. 

Observations and Comments. Our review of the department's pro
gram implementation indicates that the scheduled hours of treatment 
have increased and that the systems for monitoring treatment quality 
have improved. We cannot conclude what the enhancements to planned 
scheduled treatment have accomplished, however, until actual data 
become available. As these data become available, we will be able to 
determine whether the changes· in planned scheduled treatment have 
resulted in (1) a decrease in the length of stay in a state hospital, (2) an 
increase in the number of activities for daily living skills, (3) a decrease 
in the number of special incident reports, (4) a decrease in the frequency 
of exhibition of different types of psychiatric symptoms, and (5) a reduc
tion in the recidivism rate for clients entering state hospitals. 

In sum, our analysis indicates that the department has responded to 
legislative requests and needs. The department has developed, or is devel
oping, programs for quantitative, qualitative, and long-term program re
view and evaluation. Overall, the department's implementation of the 
planned scheduled treatment program has been commendable. 

C. LOCAL MENTAL HEALTH PROGRAMS 
The budget proposes an appropriation of $491 million from the General 

Fund for assistance to local mental healthprograms in 1987-88. This is a, 
reduction of $1.6 million, or 0.3 percent, below estimated current-year 
expenditures. Total expenditures for local mental health programs in 1987 
-88, including expenditures from reimbursements and federal funds, are 
proposed at $575 million, which is $425,000, or 0.1 percent, above estimated 
current-year expenditures. Table 7 displays local assistance expenditures 
and funding sources for the past, current, and budget years. 

Expenditures 
Short-Doyle alloca-

tions ...................... .. 

Table 7 

Local Mental Health Programs 
Expenditures and Funding Sources 

1985-86 through 1987~ 
(dollars in thousands) 

Actual Est. Prop. 
1985-86 1986-/J7 1987-88 

$508,393 $538,644 $542,267 

Change from 1986-/J7 
Amount Percent 

$3,233 0.6% 
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Community residen

tial treatment sys-
tems ....................... . 

Primary prevention 
projects ................ .. 

Federal block grant .. .. 
Federal disaster grant 
Sacramento· mental 

health center ...... .. 

Totals ........................ .. 
Funding sources 

15,800 

439 
15,357 

$539,989 

15,910 . 

343 
14,817 

226 

4,690 

$574,630 

15,910 

738 
16,140 

$575,055 

Item 4440 

395 115.2 
1,323 8.9 
-226 -100.0 

-4,690 -100.0 

$425 0.1% 

General Fund .............. $459,000 $492,668 $491,046 -$1,622 -0.3% 
Reimbu.rsements.......... 65,632 62,619 67,869 5,250 8.4 
Federal funds .............. 15,357 19,343 16,140 -3,203 -16.6 

Budget Changes. Table 8 shows the changes to the budget for local 
mental health programs that are proposed for 1987-88. The department 
requests $395,000 for increased spending authorization for primary pre
vention projects. We recommend approval of this proposal. 

Table 8 

Local Mental Health Programs 
Proposed 1987-:-88 Budget Changes 

(dollars in -thousands) 

1986-87 expenditures (Budget Act) ................................................................... . 
Adjustments, 1986-87: 

1. Transfer Office of Mental Health Social Services .(OMHSS) from 
Monterey County to department administration ................................ .. 

2. Carry-over of funds for Sacramento mental health center (Ch 1440/ 
85) ......................................................................... : ........................................... . 

3. Federal disaster grant ................................................................................... .. 
4. Primary prevention, Section 28 ................................................................ .. 
5. Increase in Medi-Cal reimbursements .................................................... .. 
6. Reduction in block grant due to Gramm-Rudman-Hollings .............. .. 
7. ·Rounding adjustment ................................................................................... . 

1986-87 expenditures (revised) ................................. : ........................................ .. 
Baseline adjustments, 1987-88: . 

1. Transfer of OMHSS to Monterey County ............................................... . 
2. Reduction of Ch 1440/85 funds ................................................................... . 
3. Reduction of federal disaster grant ........................................................... . 
4. Increase in Medi-Cal reimbursements ............................. ; ....................... . 
5. Restoration of block grant funds ............................................................. , .. 
6. Sunset of Ventura County project, Ch 1474/84 .................................... .. 
7. Rounding adjustment ..................................................... ; ............................. . 

Program change proposals: 
1. Primary prevention ....................................................................................... . 

1987-88 expenditures (proposed) ............................................... ; ....................... . 
Change from 1986-87 (revised): 

Amount ................................................................................................ ; ............... .. 
Percent.. ................................................................................................................. . 

General 
Fund 

$492,606 

-328 

390 

$492,668 

328 
-390 

-1,560 

$491,046 

-$1,622 
-0.3% 

All 
Funds 
$561,353 

-328 

4,690 
226 
70 

9,941 
-1,323 

1 

$574,630 

328 
-4,690 

-226 
4,856 
1,323 

-1,560 
-1 

395 
$575,055 

$425 
0.1% 
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La Paz Geropsychiatric Unit 
We recommend that the Legislature adopt Budget Bill language that 

(1) permits the department to continue an agreement with a county to 
operate programs Eor mental health patients on state hospital grounds and 
(2) protects the state General Fund. We Eurtherrecommend that the 
agreement be included as part oE the county plan in order to Eacilitate 
enforcement oE the agreement (Item 4440-101"(01). 

The 1986 Budget Act includes language that permits the department to 
enter into an agreement with a county to operate programs for mental 
health patients on state hospital grounds, provided that the· department 
ensures that the agreement does not result in net costs to the state General 
Fund. 

The language was the result of a Los Angeles County proposal to assume 
operation of the geropsychiatric unit at Metropolitan State Hospital in an 
effort to free up state hospital beds for the county's acqtely psychotic jail 
population. The net effect was to change the characteristics of a portion 
of the county's state hospital patients from long-term chronically mentally 
ill to short-term acutely psychotic. . 

When we analyzed the proposal last year, we determined it would result 
in a General Fund revenue shortfall. On our recommendation, the Legis
lature adopted language in the 1986 Budget Act to ensure that there would 
be no net impact to the General Fund. This language is not included in 
the 1987 Budget Bill. .. 

The department and Los Angeles County intend to continue their 
agreement for 1987-88. To protect General Fund revenues; we recom
mend that the Legislature adopt Budget Bill language that is similar to the 
language in the 1986 Budget Act. We further recommend thatthe agree
ment be included as part of the county plan to facilitate enforcement of 
the agreement and protection of the General Fund. 

BudgetBilllanguage consistent with this recommendation is as follows: 
"The Department of Mental Health (DMH) may enter into or contin

uean agreement with a county which allows the county to· operate 
programs for Lanterman"Petris-Short (LPS) mental health patients on 
state hospital grounds, only if the agreement is included in the county 
plan and provides that: 
"(a) The county shall be fiscally responsible for any shortfall of reve

nues to the General Fund below the DMH estimate generated by 
patient fees, insurance claims, Medi-Cal, and Medicare payments 
made on behalf of the county's patients that would have been 
collected had the county not assumed responsibility for theprovi
sion of care of county patients on state hospital grounds. 

" (b) The estimated amount of revenues shall be cited in the agree
ment. In no event shall the amount shown in the agreement be 
less than the average revenue collected per patient-day in the 
period between July 1985 and May 1986. 

"(c) The DMH shall monitor fi.1onthly average revenues per patient
day using the standard computer~generated monthly cost-of-care 
statements produced by the Department of Developmental Serv
ices (DDS) for purposes of determining the county share of costs 
of county LPS patients served in state hospitals. 

"(d) The DMH shall, if necessary, adjust the contracting county's 
monthly payment from Item 4440~ 101-001 of the Budget Act of 
1987 if the projected annual revenue shortfall exceeds $500,000. 
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"(e)' At the end of the fiscal year, the DMH shall (1) deterniine the 
amount of revenues generated on behalf of the contracting coun
ty's patients using the DDS'. annual settlement billing report, (2) 
determine if the revenues collected equaled tb.e amount ofreve
nues specified to be collected in the agreement, and' (3) remit to 
the state General Fund the amount of any shortfall in revenues. 
At the time of settlement of the determination of any shoitfallin 
revenues, state hospital cost savings shall be taken into considera
tion." 

D. SPECIAL EDUCATION PUPILS 
Program Potentially Underfunded by $18 Million 

The budget for 1987-88 includes $5.4 million tofundthe mental health 
assessment, treatment, and case management costs of special education 
pupils. This amount consists of $2 million from the General Fund, $2.7 
million in reimbursements from the State Department of Education 
(SDE) , and $675,000 in federal reimbursements for Short-Doyle/Medi-Cal 
services. These amounts are the same as current-year estimated expendi
tures. 

Background. Chapter 1747, Statutes of 1984 (AB 3632); and Ch 
1274/85 (AB 882) mandated local mental health programs to provide 
assessment, treatment, and case management services to special educa
tion pupils referred by school districts. These servic~s are to be provided 
pursuant tQ a child's individualized education plan (IEP) if necessary for 
him/her to benefit from education. . 

The acts a,ppropriated $1.6 million to the department for purposes of 
conducting mental health assessments and participating in dEweloping 
IEPs during the period March 1, 1986 through June 30, 1986, referred to 
as the "window period.".. . . .' 

The window period was intended to provide data on the potential pro
grammatic and fiscal impact of implementing AB 3632/ AB882. The de
partmentestimates, based on preliminary data, that counties assessed 
4,114 children during the window period; This figure is based on informa
tion from 40 counties representing 96 percent of the state's enrolhnent in 
special education programs. The department indicates that the total as
sessment figure is "soft" because (1) what constituted an assessment var
ied from county to county (some counties conducted "paper" assessments 
while other counties initiatedJace-to-face assessments) and (2) the data 
suggest that some counties did not comprehensively aSsess their special 
education population. . 

Apparently, some counties elected to~ssess realistically and/or aggres
sively their special education population to obtain some perspective on 
the level of illness of special education children, as intended by AB 3632/ 
AB 882. These counties recognized that, by doing this, they placed them
selves. in a tenuous situation because. they did not have additional funds 
for providing mental health' services identified as needed. during the as
sessments. If the counties failed. to provide mental health services, then 
the counties were not complying with AB 3632/ AB 882. If the counties did 
provide the services, they would have to fund them by reducing other 
Short-Doyle mental health services. , 

On the other hand, some counties chose not to assess thoroughly their 
special education population before resolution of the funding issue be-
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cause they wanted to avoid having to choose between not complying with 
AB 3632/ AB 882 and reducing other Short-Doyle services. 

Current-Year Allocations. The department allocated the $5,375,000 
available in the current year as follows: 

• $775,000 to 21 counties specifically identified by the SDE as currently 
providing treatment services. . 

• $1,840,000 based on special education enrollment. 
• $1,840,000' based on enrollment of seriously emotionally disturbed 

children. 
• $920,000 based on the population of children ages 5 through 19. 
The 1986 Budget· Act included language directing the Superintendent 

of Public Instruction to collect data regarding the costs toJocal educational 
agencies of providing noneducational services to special education pupils; 
The language directed the Auditor General to review the local data to 
determine whether or not the data are accurate and to report the findings 
and recommendations to the Legislature by February 1,1987. Depending 
on the Auditor General's findings, the Director of Finance may transfer 
additional funds from the Department of Education (SDE) to the depart
ment and the Department of Social Services (DSS) as appropriate. At the 
time this analysis was prepared, the Auditor General's report was not yet 
completed. 

Potential Fiscal Impact. We used the department's preliminary 
data from the window period to generate a figure representing the poten
tial fiscal impact of AB 3632 and AB 882. The department estimates that 
of the total children assessed, approximately 3,700 will require mental 
health services. The department estimates the total cost of the recom
mended services to be $36 million, or approximately $9,700 per child. 
These costs would be reduced to the extent that some residential services 
would be reimbursed by the DSS instead of the department under AB 
3632/AB 882. . 

The department indicates that a portion of these services are already 
being provided. Specifically, it estimates that: 

• Services for 1,200 children are being funded through Short-Doyle and 
Short-Doyle/Medi-Cal, at a cost of $12.2 million. 

• Services for 1,000 children are being funded through priVate insur
ance, private organizations, and parents, at a cost of $9.6 million. 

The remaining population, 1,5QO children at a cost of $9,700 per child, 
generates an expense of $14.2 million. Of this amount, $5.4 million is 
currently budgeted; consequently, the actual additional fiscal impact of 
implementing AB 3632/ AB 882 would be approximately $8.8 million. If the 
department is required to assume $9.6 million in costs currently funded 
by private insurance, private organizations, and parents, the additional 
impact could be approximately $18.4 million. These cost estimates may 
vary greatly as more reliable assessment data become available. 

Additional Data Needed 
We recommend that prior to budget hearings, the department submit to 

the Legislature improved caseload and cost estimates for services.to spe
cial education pupils. 

The department indicates that it will conduct follow-up surveys in Feb
ruary and March 1987 to obtain additional caseload and cost estimates 
from the counties. Until this information and the Auditor General's report 
are available, the Legislature has no· accurate basis for determining the 
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level of funding necessary for providing services to special education 
children. Accordingly, we recommend that prior to budget hearings, the 
department present to the Legislature its caseload and cost estimates for 
services to special education pupils. 

While the preliminary data from the department are inconsistent and 
"soft," it is apparent that the implementation of AS 3632/ AB 882 could 
have a substantial fiscal impact on the state General Fund. Our analysis 
indicates that the Legislature has several options in funding the im
plementation of AB 3632/ AB 882. 

Option 1: Augment the Department's Budget by the Amount Needed 
-Potentially $18.4 Million. The provision of AB 3632/ AB 882 services 
is a new responsibility for the counties. In order to make this program 
"whole," the Legislature would have to augment the department's budget 
to fund the a.dditional services. 

Option 2: Redirect Existing Short-Doyle Funds. The department 
could reduce existing Short-Doyle allocations to fund AB 3632/ AB 882 
services. Counties· would have to reorganize their adult programs and 
service delivery systems to accommodate the new responsibilities. The 
potential impact on other county services such as acute inpatient care or 
crisis intervention services, day treatment, or other discretionary services 
may be substantial. . . 

Option 3: Augment the SDE Budget by the Amount Needed-Poten
tially $18.4 Million-and Use These Funds to Reimburse Local Mental 
Health Agencies for Providing Required Services. Several counties 
contend that the fiscal responsibility of providing services to special edu
cation children rests with the SDE. These counties argue that under fed
erallaw, it is the SDE's responsibility to provide education and related 
services-including necessary mental health services. Consequently, the 
counties contend that the SDE should bear the fiscal impact of those 
services. 

Implementing this option would require legislation to modify fiscal 
responsibility provisions in AB 3632/ AB 882 and associated regulations. 

Option 4: Direct Local School Districts to Utilize Existing State and 
Local Budgeted Resources to Fund Services Provided by Local Mental 
Health Agencies. Education programs may be curtailed or eliminated 
if funds were redirected to fund mental health services. 

E. BRAIN-DAMAGED ADULTS 
We recommend approval. 
The budget proposes expenditures of $3,047,000 from the General Fund 

for the brain-damaged adults program. This is an increase of $475,000, or 
19 percent, above estimated current-year expenditures. The increase is 
due. I?rimarily. to a baseline adjustment for full-year. funding for ,three 
addItional reglOnal resource centers (RRCs) funded III 198~7. . 
. The budget also includes ~ budget change proposal to fur.td four add~

bonal RRCs for one month III 1987--88. The total cost of thIS proposal IS 
$100,000 in 1987--88, with a full-year cost of $1.2 million in 19~9. With 
the addition of these four RRCs, the department indicates that it will have 
fulfilled the requirements of Ch 1658/84. The department intends to sub
mit its annual progress report to the Legislature by March 31,1987. Our 
analysis indicates that the department's implementation plan and the 
budget change proposal are consistent with the requirements of Ch 1658/ 
84. Accordingly, we recommend approval. 
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. DEPARTMENT OF MENTAL HEALTH-CAPITAL OUTLAY 

Item 4440-301 from the General 
Fund, Special Account for 
Capital Outlay Budget p. HW 115 

Requested 1987-88 ................................ ; ....................................... .. 
Recommended appro":al.~ .. ; ......... ; ............. ; .................................. . 
Recommended reduction .............................................................. . 
Recommendation pending ....................................................... ; .. .. 

$23,543,000 
17,083,000 
4,544,000 
1,916,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Mental Health Initiative. Recommend that, prior to 

budget hearings, the department provide to theLegisla
ture (1) an update of the hospital remodeling plan, and (2) 
a plan for housing the mentally disordered offender 
(MDO) population. 

2. Staff Personal Alarm Systems. Withhold recommenda
tion on $1,073,000 for four proposals for staff personal alarm 
systems at Metropolitan and Patton State Hospitals pend
ing receipt of the department's plan for installing the de
vices and further review of recently revised cost estimates. 

3. Fire/Life Safety and Ward Remodeling. Atascadero State 
Hospital. Reduce Item 4440-301-036(3) by $491lXJ(). 
Recommend deletion of working drawing funds because 
only preliminary plans should be funded. 

4. Fire/Life Safety and Ward Remodeling. Atascadero 
State Hospital. Withhold recommendation on $243,000 
under Item 4440-301-036(3) for preliminary plans pending 
receipt of written assurances from the Joint Commission on 
Accreditation of Hospit~s that the proposed remodeling 
project meets accreditation standards. 

5. FirelLife Safety. and Ward llemodeling. Atascadero 
State Hospital. Recommend that the department re
port to the Legislature, prior to budget hearings, on the 
programmatic and/ or security arrangements that will be 
required as a result of single-bed room remodeling. 

6. Fire/Life Safety and Environmental Improvements, Build
ing 199. Napa State Hosital. Reduce Item 4440-301-
036(10) by $674,(J(J(). Recommend deletion of working 
drawing funds because only preliminary plans should be 
funded. 

7. Fire/Life Safety and Environmental Improvements, Build
ing 199. Napa State Hospital. Withhold recommenda
tion of $333,000 under Item 4440-301-036(10) for 
preliminary plans pending receipt of the department's re-
view of tlieproject for excessive costs. . . 

Analysis 
page 

·676 

·677 

678 

678 

678 

679 

679 
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8. Handicapped Accessibility. Patton State Hospital. 
Withhold recommendation on $267,000 under Item 4440-
301-036(13) pending receipt of a report detailing (1) exist
ing noncomplying conditions and (2) measures necessary 
to achieve compliance. 

9. Office Additions. Atascadero State Hospital. Reduce 
Item 4440-301-036(2) by $2,060l)()(). Recommend reduc
tion because project should be constructed at the cost 
previously approved by the Legislature. 

10. Fire/Life Safety in Support Areas, Atascadero State Hospi
tal. Reduce Item 4440-301-036(4) by $46,()()O. Recom
mend a reduction because the proposed project is 
overbudgeted. .. 

11. Fire/Life Safety and Environmental Improvements, UN" 
Building. Patton State Hospital. Reduce Item 4440-301-
036(11) by $1.2 million. Recommend a reduction to re
flect the project and cost previously approved by the 
Legislature. 

ANALYSIS AND RECOMMENDATIONS 

680 

680 

681 

682 

The budget requests $23.5 million from the General Fund, Special Ac
count for Capital Outlay for 13 major projects and ten minor capital outlay 
projects ($200,000 or less per project). 

Status of Five-Year Plan to Remodel All State Hospital Beds and Attain 
Accreditation. 

We recommend that, prior to budget hearings, the department provide 
to the Legislature (1) an update of the hospital remodeling plan, and (2) 
a plan for housing the mentally disordered offender (MDO) population. 

The capital outlay program proposed for the state's mental health hospi
tals in 1987-88 represents the fourth year of the administration's "mental 
health initiative" -a five-year program intended to upgrade the quality of 
hospital care and facilities and to gain accreditation of all state hospitals 
before the end of 1987. At the time the mental health initiative was first 
proposed, the department indicated that the entire capital outlay pro
gram would be completed by 1988-89 at a cost of over $100 million. 

The 1987-88 Governor's Budget indicates that the remodeling program 
includes 5,355 beds at an estimated cost of $174 million. The budget indi
cates that 1,165 beds (22 percent) of the total have been remodeled or are 
currently in the construction phase and that 484 additional· beds will be 
remodeled in 1987-88. Thus, at the end of the fourth year of the mental 
health initiative, 1,649 beds (31 percent) will be remodeled or in construc
tion. It is apparent that the department will not be able to complete the 
remodeling program at the end of five years as originally envisioned in the 
mental health initiative. Moreover, based on the budget document, it is 
not clear when all of the projects will be completed. 

In addition, the mentally disordered offender (MDO) population is not 
included in the department's plan. As we indicate iiloUr analysis of the 
department's support/ operations budget, the department expects an 
MDO caseload of 209 inpatient clients in 1987-88. The department, 
however, has not indicated how the MDO population will be housed in 
departmental facilities. For these reasons, we recommend that, prior to 
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budget he.arlngs, the department provide the Legislature, ·(1) an update 
of the department's facilities master plan, and (2) a plan for housing the 
current and projected MDO population. 

Major Capital Outlay Projects 
. The budget includes $22.8 million for 13 major capital outlay projects. 

Table 1 summarizes these projects along with our recommendations. 

Table 1 
Department of Mental Health 

1987-18 Major Capital Outlay Program 
(dollars i.n thousands) 

Sub-
Item Project 

(2) Provide Office Additions ............... . 
(3) Fire/Life Safety and Ward Remod-

eling ........ , .. : ................................ .. 
(4) Fire/Life Safety in Support Areas 
(5) Fire/Life Safety and Environmen

tal Improvements (Alarm Sys-
tem) R&T Bldg ....................... .. 

(6) Remodel Laundry .. ; ........................ . 
(7) Personal Alarm System, erE 

Building ......... :; ........................... . 
(8) Personal Alarm System, crw 

Building .................................... .. 
(9) Fini:iLife Safety and Environmen-

tal Improvements, Building 
195 .............................................. .. 

(10) Fire/Life Safety and Environmen
tal Improvements and Roof 
Replacement, Building 199 .... 

(11) Fire/Life Safety and Environmen

Location 
Atascadero 

Atascadero 
Atascadero 

Metropolitan 
Metropolitan 

Metropolitan 

Metropolitan 

Napa 

Napa 

tal Improvements, N Building .Patton 
(12) 30 Building Fire/Life Safety and 

Environmental Improve-
ments, Handicap, Replace 

. A/e ............................................ .. Patton 
(13) Handicapped Accessibility, Phase 

II.: ................................................ .. Patton 
(14) Personal Alarm System, R&T 

Building .................................... .. Patton 

Totals ............................... ; ............ ; ...... . 

Phase" 
c 

pw 
pwc 

w 
pw 

pwc 

w 

c 

pw 

c 

p 

pwc 

pwc 

Budget 
Bill 

Amount 
$5,393 

734 
505 

36 
38 

541 

66 

6,326 

1,007 

7,262 

206 

267 

430 

$22,811 

Analysts 
Recom

mendation 
$3,333 

pending 
459 

pending 
38 

pending 

Est. 
Future 
Cost b 

$10,372 

257 
519 

pending 475 

6,326 

pending 14,451 

6,062 

206 9,469 

pending 

pending 

$16,424· $35,543 

" Phase symbols indicate: p = preliminary plans; w . = working drawings and c = construction. 
b Department estimate. . 

A. Projects For Which Recommendation is Withheld 
Staff Personal Alarm Systems-Metropolitan and Patton State Hospitals 

We withhold recommendation on $1,073,000 requested tinder Items 
4440-301-036(5), (7), (8) and (14) to installstaff personal alarm systems 
at Metropolitan and Patton State Hospitals pending receipt of the depart
ment's plan for installing the systems and review of recently revised cost 
estimates. 

The budget includes $1.1 million for four projects to install personal 
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alarm systems at Metropolitan and P~tt6nState Hospitals. ~ree projects 
($643,000) are proposed for Metropohtan and one ($430,000) IS for Patton. 
The department's estimated future cost is $732,000 for two. projects at 
Metropolitan State Hospital, with no future cost for the other tWo projects. 

In the Supplemental Report of the 1986 Budget Act, the Legislature 
adopted language specifying that the Department of Me:nhil Health trans
mit a plan for the installation of perspnal alarm systems for staff safety in 
state hospital units to the Joint Legislative Budget Committee and fiscal 
committees no later than September 1, 1986. On November 7, 1986 the 
department submitted its plan to the Legislature. The plan indicates that 
the estimated cost of implementing personal alarm systems at the five 
Department of Mental Health state hospital facilities will total $5.3 million 
between the current year and 1991-92. The projects proposed for· the 
1987..:..88 budget are consistent with the department's implementation 
plan. . . 

The staffs personal alarm systems consist of ultrasonic personal trans
mitters which, when activated, send a signal to sound receivers that are 
installed inthe ceilings or walls of the facility. The sound receiv~rs activate 
visual and audible alarms at security control stations thus alerting security 
staff of the alarm. ' . , 

The department indicates that in several cases the alarm system will be 
incorporated with scheduled remodeling projects. For example, the de
partment plans to install the'alarm system in the R&T Buildings at Metro
politan and Patton during the construction phase of each project. It is not 
clear, however, whether the department will have the alarms'installed by 
the construction contractor outside of the competitive bidding process or 
by another contractor under competitive bidding. ' 

In addition, the department submitted cost estimates just prior to the 
printing of this analysis which indicate that the amounts. included in the 
budget are insufficient to complete this work. Consequently, we withhold 
recommendation on the personal alarm projects pending receipt of the 
department's plan for installing the projects and further review of the new 
cost estimates. 

Fire/Life Safety and Ward Remodeling, Atascadero State Hospital. 
We recommend deletion of $491lJOO for working drawing under Item 

4440-301-036(3) and withhold recommendation on $243,000 forjJrelimi
nary plans to provide fire/life safety improvements and remodeling of 
patient living areas at Atascadero State Hospital pending receipt of written 
assurances from the Joint Commission on Accreditation of Hospitals that 
the proposed project meets accreditation standards and because working 
drawings should not be funded at this time. " 

We further recommend that the department report to the Legislature, 
prior to budget hearings, on the programmatic and/or security arrange
ments that will be required as a result of the departrpent's remodeling plan 
for single-bed rooms. . , 

The budget requests $734,000 for preliminary plans ($243,000) and 
working drawings ($491,000) for a project to upgrade the interiors of 
patient living areas and to construct building additions for clinical! ad
ministrative support functions. The departrrient's estimated future cost of 
the projectis $10.4 million. 

According to the department, the proposal will remodel patient sleep-
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ing areas,bring them into compliance with hospital licensing and accredi
tation requirements of the loint Commission on Accreditation of Hospitals 
(JCAH) . To. accomplish this objective, the department plans to alter the 
56 square foot single-bed room by removing the lavatory/water closet 
thereby increasing the usable area within each room. The existing eight
bed dormitories would be remodeled into two four-bed rooms of approxi
mately400 square feet each. The fire/life safety remodeling includes fire
rated corridors and doors, automatic sprinklers, fire exits, wired glass, 
self-closing hardware, and fire alarms. 

Single-Bed Room Remodeling MayNot Comply With lCAH Standards. 
As indicated above, the department proposes to alter the single-bed rooms 
to marginally increase the usable area of the 56 square foot room. The 
lCAH accreditation standards, however, specify that single-bed rooms 
contain at least 110 square feet. Thus, the department's proposal would 
provide privaterooJ;lls which are approximately one-half of the area re
quired by the lCAH. The department has indicated that they expect the 
lCAH to grant a waiver and allow the single rooms to remain undersized. 
If the smaller rooms are acceptable, we question the need to spend signifi
cant amounts of. state funds to remove existing fixtures which result in 
little effective increase in.area. . 

During the week of November 17, 1986 the lCAH surveyed Atascadero 
State Hospi~al for compliance with accreditation standards. The results of 
the survey are expected to be available in April 1987. Thus, pending 
receipt of the lCAH determination, it is unclear whether the undersized 
private rooms proposed by the department will be accredited. On this 
basis, we withhold recommendation on the $243,000 for preliminary plans. 

Finally, we recommend deletion of $491,000 for working drawings be
cause of a new Department of Finance policy of proceeding with projects 
regardless of the legislatively approved cost. (Please see our analysis under 
this item, page 681.). , . 

Potential Programmatic/Security Problems. We also note that the 
proposed configuration of single rooms without lavatory and water closet 
facilities may present additional programmatic / security problems for the 
department. Since the private rooms will no longer contain private toilet 
fa~llities, staff will be required to escort or supervise the patients to toilet 
facilities when patients are confined to their rooms. As a consequence, the 
department may require increased staffing and/ or llecurity arrange
ments. Therefore, we further recomIllend that, prior to budget hearings, 
the department report to the Legislature on the programmatic and/ or 
security implications of the proposed modifications. 

Fire/Life Safety and Environmental Improvements, Roof Replacement, 
Building 199 at Napa State Hospital 

We recommend deletion of$674,000 for working drawings and withhold 
recommimdation of $333,000 for preliminary plans requested under Item 
444.0-301-036(10) for Fire/Life Safety and Environmental Improvements 
to Building 199 at Napa State Hospital (1) pending receipt of the depart
ment's review of the project for excessive costs, and (2) because only 
preliminary plans should be funded. 

The budget includes $1 million for preliminary plans ($333,000) and 
working drawings ($674,000) for a project to remodel Building 199 at Napa 
State Hospital for Fire/Life Safety and Environmental Improvements. In 
addition, the project would provide a new roof system for the entire 
structure. 
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Our review of the department's proposal indicates that the estimated 
cost of the project may be excessive. Building 199 would include 344 
intermediate care facility (ICF) beds at a construction cost of $14.5 mil: 
lion. The department's 1987-88 budget request proposes construction 
funds to remodel the "N" Building at Patton State Hospital. This facility' 
would also include 344 ICF beds following remodeling but at an estimated 
construction cost of $7.3 million-nearly one-half the estimated cost ,of 
Building 199. Consequently, we have asked thedepartffient and its con
struction manager to review the subject project for excessive costs. Pend
ing the results of the department's review, we withhold recommendation 
on $333,000 for preliminary plans., ' 

We recommend deletion of $491,000 for working drawings because of 
a new Department of Finance policy of proceeding with projects regard
less of the legislatively approved cost. (Please see our analysis on the' 
Office Additions Project below.) 

Handicapped Accessibility, Phase II, Patton State Hospital , 
We withhold recommendation on $2~000 requested under Item 4440-

301-036(13) for preliminary plans, working draWings and construction to 
provide handicapped accessibility at Patton State Hospital pending re
ceipt of a report detailing (1) existing noncomplying conditions at the 
facility, and (2) measures necessary to achieve compliance. 

The budget requests $267,000 to provide handicapped accessibility at 11 
buildings throughout the hospital. The modificatio~s would inchlde instal~ 
lation of signs, identification of parking spaces, doorway and toilet modifi-
cations, and modifications to elevator controls. . " 

The department's request is based on handicapped accessibility surveys 
conducted over six years ago. D, uring this time, the,re may have ,been 
modifications to these buildings and to code requirements that would 
affect compliance. Consequently, we withhold recoIilIIlendation on the 
requested amount pending receipt of a report detailing (1) existing non
complying conditions at the facility, and (2) measures necessary to 
achieve current accessibility standards. Until this information is provided, 
we have no basis on which to provide a recommendation on the depart
ment's request. , ',," , 

We note that some of the proposed modifications include inexpensive 
items such as signs and paper cup dispensers which could have been 
accomplished using operating funds. ,It is not clear why the department 
has not already performed this work. 

B. Recommended Reductions, Deletions, or Changes' 
Office Additions at Atascadero Dramatically In~rease in Cost ", 

We recommend that the construction cost Eor,the Office AdditioI)sat 
Atascadero State Hospital be reduced by $2,060,000 to reflect the projept 
costs previously approved by the Legislature. ' (Reduce Item 4440-301~ 
036(2) by $2,060,000.) 

The budget includes $5.4 million to construct eight new buildings total
ing 32,400 net square feet. The project would provide space for staff offices 
and support areas. In addition, construction of the proposed office addie 
tions would allow space for 128 beds currently used for administrative 
purposes to be returned to patient use. ,,' , 

Background. The 1985 and 1986 Budget Acts appropriated $200,000 



---------, 

Item 4440 HEALTH AND WELFARE / 681 

and $285,000 for preliminary plans and working drawings, respectively, for 
the office additions project. Preliminary plans were to be completed 
before September 1986. Working drawings were to be started by Decem
ber 1, 1986 and completed by April 1, 1987. 

During hearings on the 1986 Budget Bill, the department proposed to 
construct nine buildings equivalent to. 32,400 gross square feet at an es
timated future construction cost of $3~2 million. Adjusted for inflation, this 
would now be $3,333,000. Even though preliminary plans had not been 
completed by the time of budget hearings, the administration testified 
that the cost estimate was accurate and indicated that any postponement 
in funding would delay the proposed project. Therefore, the administra
tion requested funds for working drawings and construction. Because the 
department had a long record of being behind schedule in undertaking 
capital projects and preliminary plans were incomplete, the Legislature 
did not appropriate construction funds. Instead, the Legislature (1) ap
proved $285,000 in working drawing funds to provide office space equiva
lent to 32,400 gross square feet at an estimated future cost of $3.2 million 
and (2) adopted Budget Act language allowing the department to adver
tise for construction bids (but not award a contract) in advance of an 
appropriation for construction funds. 

Project Cost Balloons. On October 23, 1986, the Director of Fi
nance advised the Legislature that the office additions project, based on 
completed preliminary plans, was estimated to cost $5.3 million for con
struction, which was $2.1 million, or 65 percent, more than the project 
approved by the Legislature. The Director did not indicate why the 
project had increased in cost. Although the estimated cost was higher than 
the amount approved by the Legislature, the Director expressed his inten
tion to approve the preliminary plans and allow the department to pro
ceed with working drawings. The Director indicated further that the 
Legislature would have an opportunity to review the construction costs of 
this project during hearings on the 19$7-88 Budget Bill. 

Finally, the Director informed the committees that he intended to 
apply a principle of proceeding with projects whenever design funds are 
legally available. The administration apparently has embarked on a new 
policy to proceed with projects that exceed the cost agreed to by the 
Legislature when the project was initially approved. 

In response to the Director's letter, the Chairman of the Joint Legisla
tive Budget Committee requested, on November 21, 1986, that (1) the 
Director discontinue the new policy of proceeding with projects regard
less ofthe increased cost, and (2) the office additions project at Atascadero 
be redesigned in line with the legislatively approved cost. The Chairman 
also specified that if the cost could not be reduced, then the architect 
should detail why the cost'was higher and what efforts had been made to 
design the project within the approved budget. At the time this analysis 
was prepared, the Director had not responded to the Chairman's letter. 

In view of the Director's failure to respond to the Chairman's request 
and the department's lack of explanation for the 65 percent increase in 
cost, we recommend that the budget amount under Item 4440-301-036 (2), 
be reduced to $3,333,OOO-for a $2,060,000 savings. 

Fire/Life Safety Support Area Renovation Project, Atascadero State Hospital 
We recommend a reduction of $4~OOO under Item 4440-301-036(4) for 

a project to renovate fire/life safety conditions in support areas at Atas
cadero State Hospital because the project is overbudgeted. 
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Thebudget proposes $505,OOOfor prellininaryplans ($11,000), working 
drawings ($23,000), and construction ($471,000) for a project to renovate 
the fire/life safety conditions in the suppo:rt areas at Atascadero State 
Hospital. The project would provide fire/life safety improvements to the 
administration building, gymnasium ,and central distribution services, 
laundry and alcohol treatment, auditorium and kitchen, occupational 
therapy, and the school. The department indicates that the support facility 
environment must be improved in order for the hospital to meet standards 
forl"\.c:!creditation by the Joint Commission OJ} Accreditation of Hospitals. 

The proposed improvements include installation of exit signs, alarm pull 
stations, additional exit doors, modifications / additions to the automatic 
sprinkler system, smoke detectors, and other fire/life safety improve
ments. Our analysis indicates that the proposed work is n:eGessary. The 
department's cost estimate, however, contains a 20 percent construction 
contingency. The State Administrative Manual specifies that construction 
contingencies for renpvatioris be budgeted at 7 percent. Consequently, we 
recommend. that the proposed project be reduced by $46,000 for a new 
total project cost of $459,000. 

Remodei Laundry, Metropolitan.State Hospital 
We recommend approva.1 of $38l)OO requested under Item 4440-301-

036(6) for a laundry distribution ceIiter and support services renovation 
project at a reduced future estimated cost of $468,(J()(). (Future savings: 
$51,00f).) ..' 

The budget includes $38,OOOfor preliminary plans ($12,000) and work
ing drawings ($26,000) for a project to remodel the laundry and provide 
additional space for duplication/ copying and storage space for equipment 
and supplies. The future estimated cost of the project is $519,000. The 
proposal, however, contains a construction contingency of 20 percent. The 
State Administrative Manual specifies that construction contingencies be 
budgeted at 7 percent for· renovation projects. Consequently, the future 
estimated cost of this project should be reduced by $51,000 for a future 
estimated cost of $468,000. 

The project would remodel the existing laundry to provide physically 
separate areas for sorting clean and soiled laundry. In addition, the remod
eling would provide space for central duplicating, the printing shop and 
additional storage space. . 

Our review of the department's proposal indicates that the project is 
warranted. Separate areas for soiled and clean laundry is a JCAH acc:redi
tation specification and a licensing requirement. Our visitto the duplicat
ing aTE~a and print shop at. the hospital revealed a need for greater space 
for this function. It is appropriate that this function be moved to the 
existing laundry distribution center. On this basis, we recommend ap
proval of the reduced amount. 

Fire/Li,fe Safety and Environmental Improvements, UN" Building, at Patton 
State Hospital 

We recommend deletion of $1.2 million requested for Fire/Life Safety 
and Environmental Improvements, UN" Building, at Patton State Hospital 
to reflect the project and cost previously approved by the Legislature 
(Reduce Item 4440-301-036(11), by $1.2 million). 

The budget proposes $7.3 million for construction offire/life safety and 
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environmental improvements at the "N" Building at Patton Stale Hospi
tal. The project also includes porch enclosures, roof repairs, and a heating, 
ventilation, and air-conditioning system. 

In the 1985 Budget Act, the Legislature appropriated $405,000 for pre
l:imiJiary plans ($21,000) and working drawings ($384,000) for this project. 
In the Suppleme~ta! Report of the 1985 Budget Act, the .Legislature a?<?Pt
ed language specifying that the future cost of construction be $5.5 million. 
The budget requests $1.4 million (24 percent) more than the amount 
previously recognized by the Legislature. 

On October 9, 1986, pursuant to Section 13332.11 of the Government 
Code, the Director of Finance advised the Legislature that the total 
project cost of the "N" Building would increase by $104,000 (1.7 percent) 
as a result of additional work. The Director's letter indicated that fire/life 
safety deficiencies in the central core areas which were not included in 
the original scope of the project were now required by the State Fire 
Marshal. 

On October 28, 1986, the Department of Finance sent a letter to the 
Legislature certifying the scope/cost of projects submitted to the Public 
Works Board and indicated that the project cost had increased by $1.2 
million, or 21 percent. The DOF letter Qffered no explanation of why the 
cost increased by over $1 million in just 19 days. The State Public Works 
Board, in its October 31, 1986 meeting, approved the preliminary plans at 
the higher estimated cost. Working drawings for this project have begun 
and are scheduled to be completed by September 1, 1987. 

At the time this analysis was prepared, neither the department nor DOF 
has been able to document the $1.4 million cost increase other than the 
costs associated with the central core areas ($104,000) and asbestos re
moval ($100,000). 

Under the circumstances, we recommend that the amount requested 
under Item 4440-301-036(11) be reduced to $6,062,000, a savings of $1.2 
million . 

. Fire/Life Safety and Environmental Improvements, 30 Building, Patton State 
Hospital 

We recommend approval of $206,(J()() requested for preliminary plans for 
a project to perform Fire/Life Safety and EnVironmental Improvements 
to Building 30 at Patton State Hospital. 

The budget includes $206,000 to prepare preliminary plans for fire/life 
safety and environmental improvements to the 30 Building at Patton State 
Hospital. The project would remodel the existing 30 Building for code and 
licensing deficiencies and would result in 344 beds, following completion. 
The department's future estimated cost of the project is $9.5 million. The 
future estimated cost of the project, however, contains a construction 
contingency of 20 percent, which exceeds the State Administrative Man
ual guideline of 7 percent for renovations projects. Thus, the estimated 
future project cost, including working drawings, should be $8;6 million, a 
reduction of $865,000. 

Our review indicates that the proposed project is warranted. Conse
quently, we recommend approval of preliminary plans for the project at 
a revised future cost of $8.6 million. . 
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C. Minor Capital Outlay . 
The budget includes $732,000 for ten minor capital outlay projects. Ta

ble 2 lists these projects along with our 1,"ecommendations on each. 
Our analysis indicates that the projects are justified and we recommend 

approval. . 
Table 2· 

1987-88 Minor Capital Outlay Projects and 
the Legislative Analyst's Recommendations 

(dollars in thousands) 
Budget 

Bill Analyst's 
Project 

State 
Hospital Amount Recommendation 

Improve Security System ..................................................... . 
Install Personal Alarm System, U Building .................... .. 
Handicapped Accessibility, Phase III ............................... . 
Handicapped Accessibility, Phase III .............................. .. 
Provide Bridge ....................................................................... . 
Griddle Extinguishers ............................................... ; .......... .. 
Enclose Patios on Wards 2 & 3 .......................................... .. 
Enclose Landing and Stairwells ......................................... : 
Install Acoustical Ceiling ................................... :;; ............... , 
Provide Sun Shelter ....................................... : ...................... .. 

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

Supplemental Report Language 

Atascadero 
Patton 
Napa 
Patton 
Atascadero 
Metropolitan 
Atascadero 
Napa 
Napa 
Atascadero 

$158 
116 
29 
29 

101 
27 

116 
73 
70 
13 

$732 

$158 
116 
29 
29 

101 
27 

116 
73 
70 
13 

$732 

For purpose of project definition and control, we recommend that the 
fiscal subcommittees adopt supplemental report language which de
scribes the scope of each of the capital outlay projects approved under this 
item. . 

Health and Welfare Agency 
EMPLOYMENT DEVELOPMENT DEPARTMENT 

Item 5100 from the General 
Fund and various funds Budget p. HW 118 

Requested 1987 -88 .......................................................................... $134,024,000 
Estimated 1986-87 ............................................................................ 186,526,000. 
Actual 1985-86 .................................................................................. 137,559,000. 

Requested decrease $52,502,000 (-28.1 percent) 
Total recommended reduction .................................................... 1,000,000 
Net reduction in transfer to .General Fund.............................. 14,000,000 

1987-88 FUNDING BY ITEM AND .SOURCE 
Item-Description . 
5100-001·001-EDD, support 
5100·001·184-EDD, support 
5100-001·185-EDD, support 
5100·001·514-EDD, support 
5100-001·588--EDD, support 

5100·001·869-EDD, support 

5100·001·870--EDD, support 

Fund 
General 
Benefit Audit 
Contingent 
Employment Training 
Unemployment Compensa· 
tion Disability Insurance 
Consolidated Work Pro· 
gram 
Unemployment Administra· 
tion 

Amount 
$29,296,000 

6,677,000 
21,264,000 
60,566,000 

(64,635,000) 

(52,271,000) 

(316,369,000) 
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5100-001-871-EDD, support 
5100-001-908-EDD, support " 
5100-011-890-EDD, support 
5100-016-890-EDD, support 
5100-021-890-EDD, support 
5100-101-588-EDD, local assistance 

Unemployment' 
School Employees 
Federal Trust 
Federal Trust 

(1,493;000) 
• (495,000) 
(316,369,000) 
, (1,493,00) 

Federal Trust 
Unemployment Compensa
tion Disability Insurance 
Consolidated Work Pro-

(52,271,000) 
(1,364,590,000) 

5100-101-869-EDD, local assistance 

5100-10l-87O-EDD, local asiistance 

5100-101:871-EDD, local assistance 
5100-10l-890-EDP, lacm assistance 
5100-10l-908-EDD, local assistance 
5100-111-890-EDD, local assistance 
Reimbursements 

gram , 
Unemployment Administra-
tion ' 
Unemployment 
Federal Trust 
School Employees 
Federal TrUst 

(215,577,000) 

, (2,910,000) 

(2)151,316,000) 
(215,577,000) 
(16,990,000) 

(2,154,226,000) 
, 16,221,000 

Total $134,024,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS '. page 

1. TargetedJobs Tax Credit (1JTC) Administrative Support. 690 
Recommend'that prior to budget hearings, EDD advise the 
fiscal committees ori(a) the impact of absorbing this work-
load in the Job Service program and (b) its efforts to secure' 
additional funds foradnllnistering 1]TC. 

2. Job Service as) DiscretionaiyFunds. Recommend that pri
orto budget hearings, EDD submit to the fiscal coriunittees 
an expenditure 'plan. for $4.2 million in JS diScretionary 

. , funds. ' . ' 
'3. School Employees Fund' (SEF) 'Contribution Rate. Recom

mend that prior to budget hearings, (a) EDD infon:n the 
fiscal committees bfthe SEF contribution rate for 1987-88 
and (b) Department of Finl;Ulce (DOF) adjust the EDD 
and State Department of Education budgets accordingly. 

4. JS Discretionary Funds for the Greater A venues for In
dependence (GAIN) Program. R~(:!ommend increase of$I;-
277,000 in EDD's reimbursement~ from DSS and transfer of 
$1,277,000 in JS discretiollary:Iunds to GAIN budget. , 

5., Repayment of Reed Act Funds.l\ecommend reduction of $1 
million in Contingent Fund appx:opri:;ttion and increase of $1 
million in transfer to General Fund., ," " 

6. Local Entity Vnemploy~ent Insurance (VI) Costs. Recom
,mend (a) enactment Of urgency legislation reverting $69 
million appropriated from the General Fund to pay local VI 
costs and (b) reduction of $69 million from the VI Fund that 
will not be transferred to the General Fund. , 

7. Employment Training Panel (ETP). Recommend: , 
(a) The panel establish written priorities and criteria for 

allocating training funds. 
(b) Adoption of supplemental report language <iirecting 

the panel to submit a plan for improving its disencum
brance procedures. 

(c) Adoption of supplemental report language dire(:!ting , 
the panel to submit a plan for improving the perform
ance of ETP projects. 

691 

691 

692 

692 

693 

697 

,691 

699 



686 / HEALTH AND WELFARE Item 5100 

EMPLOYMENT DEVELOPMENT DEPARTMENT-Continued 

(d) The panel require employer certification that training 
would not take place without ETP funds. 

(e) The panel advise the fiscal committees prior to budget 
hearings, on its plans to improve its management infor
mation system. 

8. Employment Training Fund (ETF) Interest. Recommend 
deletion of Budget Bill language proposing to transfer ETF 
interest earnings in 1987-88 to the General Fund. 

9. Job Training Partnership Act UTPA). Recommend: 
(a) Adoption of supplemental report language directing 

development of standard training definitions and rEl-
porting procedures. 

(b) Adoption of supplemental report language directing 
development of a standard definition of "placement." 

(c) Adoption of supplemental report language directing 
submittal of a plan for improving the performance 
standard and incentive award system. 

GENERAL PROGRAM STATEMENT 

704 

705 

706 

706 

Th/3 Employment Development Department (EDD) is responsible for 
administering the Job Service US) program, the Un/3mployment Insur
ance (UI) program, and the Disability Insurance (DI) program. The JS 
program (1) refersqualifed applicants to potential employers, (2) places 
job-ready appli?ants in jobs, and (3) h~lps. youth, welfare recipients, and 
economlCally dIsadvantaged persons find Jobs or prepare themselves for 
employment by participating in employment and training programs. 

In addition, the department collects taxes and pays ben/3fits under the 
UI and DI programs. The department collects from employers (1) their 
unemployment insurance contributions, (2) the Employment Training 
Tax, and (3) employee contributions for DI. It also collects personal in
come tax withholdings. In addition; it pays UI and DI benefits to eligible 
claimants. 

The department is authorized 9,983.3 personnel-years (PYs) inthe cur
rent year. 
OVERVIEW OF THE BUDGET REQUEST 

The budget proposes /3xpenditures. totaling $134 million from various 
state funds for support of EDD in 1987'-88. This is a decrease of $52.5 
million, or 28 percent, from estimated current-year expenditures. This 
reduction is primarily due to two factors. First, the current-year budget 
reflects $36 million in Employment Training Panel (ETP) funds which 
were carried over from the prior year. Based on past experience, it is likely 
that some amount of ETP funds will be carried forward from the current 
year to the budget year. These funds, however,will not show up until the 
1988-89 Governor's Budget. Second, reimbursemen:ts to EDD from the 
Department of Social Services are proposed to decrease by $15 million 
between 1986-87 and 1987-88. This reduction reflects a shift in the provi
sion of employment services to welfare recipients from the state to the 
counties due to implementation of the Greater Avenues for Independ
ence (GAIN) program. 
General Fund Request 

The budget proposes an appropriationof $29.3 million from the General 
Fund to support EDD in 1987-88. This represents a net decrease of $432,-
000, or 1.5 percent, below estimated current-year expenditures. Of this 
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reduction, $296,000 is a Special Adjustment which represents· approxi- . 
mately 1 percent of the General Fund· support. -Table 1 identifies the 
significant changes in General Fund expenditure levels proposed for 1987-
88. 

The expenditure tables which follow have not been adjusted to reflect 
anypotential savings in 1986-87 which may be achieved in response to the 
Governor's December 22, 1986 directive to state agencies and depart
ments to reduce General Fund expenditures. 

Table 1 

Employment Development Department 
Proposed 1987-88 General Fund Budget Changes 

(dollars in thousands) 

. Adjustment 
1986-87 expenditures (revised) .................................................................................. .. 
A. Baseline changes . . 

1. Retirement rate reduction and Board of Control claim................................ $4 
2. One-time funding for federal foods study (Ch 1027/85) ... ;.......................... -75 
3. One-time carry-over of Youth Services funds (Ch 1043/82) ........................ -73 
4. Deficiency to reinstate Califorrria Jobs Tax Credit (CJTC) program........ -89 

Subtotal .......................................................................................................................... .. 
B. Program changes 

1. Optical character reader efficiencies.................................................................. -36 
2. Reinstatement of ClTC .......................................................................................... 133 
3. Administrative reduction of 1 percent .............................................................. -296 

Subtotal .............................................................................. : ............................................ . 
1987-88 expenditures (proposed) ............................................................................... . 
Change from 1986-87: 

Amount.. .............................................. ; .......................................................................... . 
Percent .......................................................................................................................... .. 

Total Revenues and Expenditures 

Totals 
$29,728 

-$233 

-$199 
$29;296 

-$432 
-1.5% 

Table 2 shows the department's total revenues and expenditures, by 
program. As the table shows, the budget projects total expenditures of $4.3 
billion in 1987-88. This is a decrease of $191 million, or 4.2 percent, below 
the current-year level. 

Table 2 

Employment Development Department 
Budget Summary 

1985-86 through 1987-88 
(dollars in thousands) 

Actual Est. Prop. 
198!H36 1986-87 1987-88 

Employinent Programs 
Employment Service .......... $101,922 $1ll,514 $105,582 
Work Incentive and Relat-

ed ........................................ 35,724 30,561 15,992 
Food Stamp Recipients ...... 1,981 554 
Service Centers .................... 6,442 7,099 6,999 a 

Job Agent .............................. 2,685 3,022 3,021 
Youth Employment Serv-

ices ...................................... 698 73 
Employment Training 

Panel .................................. 43,298 94,816 58,764 

Change from 
1986-87 to 1987-88 

Amount Percent 

-$5,932 -5.3% 

-14,569 -47.7 
-554 -100.0 
-100 -1.4 

-1 -0.0 

-73 -100.0 

-36,052 -38.0 
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Job Training Partnership 

Act ...................................... (285,280) (455,803) (267,848) ( -$187,955) (-41:2) 
Administrative Cost Pool 8,095 10,333 9,683 -650 -6.3 
Incentive Awards . & 

. Technical Assistance ........ 7,771 23,842 10,714 -13,128 -55.1 
Older Workers .. : ............... 6,280 10,620 5,688 ::-4,932 -46.4 
Educatlo~af Linkages ...... . 15,603 26,~62 15J68 -11,194 ;::-42.5 
Special Local Projects .... 2,062 4,751 326 -4,425 -931 
Displaced Workers .......... 13,660 34,792 9,892 -24,900 -71.6 
Veteran's Programs ........ 800 800 0 0.0 
Adult and Youth Train-
ing ...................................... ,,,:· 149,994 209,461 147,885 "":61,576 -29.4 
Sununer Youth Program 81;815 134,842 67,692 -67,150 -49.8 

Totals, Employment 
.- Programs .................... 

Unemployment Insurance 
$478,030 $703,442 $458,206 -$245,236 -34.9% 

(UI) ........................................ ($2,394,068) . ($2,385,112) ($2,387,872) ($2,760) (0.1) 
Administration ...................... 243,484 .' 239,541. .. 233,646 ::-5,895 "':'2.5 
Benefits .................................. 2,150,584 '. . 2,145,571. .2,154,~ 8,655 0.4 

Disability Insurance (DI) ...... (1,280,769) . (1,380,548) (1,429,863) (49,315) (3.6) . 
Administration ...................... 58,043 60,748 65,273 4,525 7.4 
Benefits .................................. 1,222,726 1,319,800 1,364,590 44,790 3.4 

Personal Income Tax .............. 20,923 21,799 22,385 586 2.7 
Employment Training Tax .... (7,106) (28,082) (10,902) ( -17,180) (-61.2) 

Collection ............. :, ............... 1,711 1,782 1,802 20 1.1 
Employer Refunds .............. (5,395) (26,300) (9,100) (-17,200) (-65.4) 

General Administration .......... (33,155) (34,070) (35,967) (1,897) ,(5.~) 
Distributed ............................ (30,597) (31,537) (31,415) (-122) (-0.4) 
Undistributed ........................ 2,558 2,533 4,552 2,019 79.7 

Total Budget ................ $4,178,059 $4,495,216 $4,304,680 -$190,536 -4.2% 
(Program) .................. (804,749) (1,029,845) (785,864) (-243,981) (-23.7) 
(VI and DI Benefits) (3,373,310) (3,465,371 ) (3,518,816) (53,445) (1.5) 

Revenue , 
General Fund ............................ $44,654 $29,728 $29,296 -$432 -1.5% 
Benefit Audit Fund ................ 2,482 4,209 6,677 2,468 58.6 
EDD Contingent Fimd ......... ; 19,510 24,647 22,264 -2,383 -9.7 
Employment Training 

Fund ........................................ 50,404 122,898 69,666 . -53,232 -43.3 
Disability Fund ........................ 1,280,203 1,379,910 1,429,225 49,315 3.6 
Consolidated Work Program 

Fund .................................... 285,280 455,8OJ 267,848 -187,955 -41.2 
Unemployment Administra-

tion Fund .......................... 325,544 .326,260 319,279 -6,981 -2.1 
Unemployment Fund-

Federal .................................. 2,116,511 2,103,771 2,126,719 22,948 1.1 
School Employees Fund ........ 16,357 16,646 17,485 839 5.0 
Local Public Entity Fund ...... 766 
Federal Trlist Fund ., ..... ; ........ (2,727,335) (2,885,834) (2, 713,846) (-171,988) (-6.0) 
Reimbursements ...................... 36,348 31,344 16,221 -15,123 . ;-:48.2 

Totals ...... : ....................... . $4,178,059 $4,495,216 $4,304,680 -$190,536 . -4.2% 

a Includes proportionate 1 percent reduction for special adjustment. Actual allocation of reduction may 
change. 
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Of the $4.3 billion, $786 million (18 percent) is for various programs and 
administration, and $3.5 billion is for the payment of VI and DI benefits. 

The $786 million proposed for programs and administration is $244 mil
lion, or 24 percent, below current-year expenditures. This reduction is due 
primarily to (1) a $36 million reduction in funds available for ETP because 
funds were carried over from the prior year to the current year and (2) 
a $188 million reduction in funds available for the Job Training Partnership 
Act (JTPA) because the current-year budget includes $129 million in local 
assistance funds reappropriated from the prior year and $59 million in 
state program funds carried over into the current-year. A comparable 
level of JTPA funds will likely be carried forward into the budget year. 

ANALYSIS AND RECOMMENDATIONS· i 
We recommend approval of the following significant budget changes 

which are not discussed elsewhere in this analysis: .. 
• An increase of 17.3 PYs in the ETP program. These PYs will be sup

ported by a redirection of $700,000 from ETP marketing and outreach 
funds and $341,000 from ETP training funds. . 

.An increase of $2,729,000 for second-year funding ofJob Service Auto
mation Phase II. 

• A reduction of nine PYs and an increase of $3,891,000 to support 
further automation of the DI program. 

• A reduction of$3,579,000 and 128 PY s due to Tax Accounting System 
(TAS) automation efficiencies. The funds will be used to support 
ongoing automation costs.. , 

• An increase of 98.8 PY sand $3,694,000 to enhance recovery of fraudu
lent VI payments. 

DEPARlMENTAL PROGRAMS AND SUPPORT 
Proposed Staffing Changes Reflect a Variety of Factors 

The budget proposes a net reduction of 126.2 positions in 1987-88. The 
department proposes to eliminate 524.5 positions, all but one being tempo
rary help positions. These reductions are partially offset by the proposed 
addition of 398.3 positions. 

Table 3 shows the proposed position changes according to the reason for 
the change. It also shows the salaries, benefits, and operating expenses 
corresponding to the staffing changes. In the case of automation, increased 
operating expenses cost more than the savings from staff reductions. Table 
4 shows how the staffing changes are distributed among EDD's programs. 

Reason for Change 
Automation efficiencies .. 
Program change and 

legislative mandates .... 
Workload changes ............ 

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

Table 3 

Employment Development Department 
Proposed Position Change;; 

and Fiscal Effect . 
1986-87 to 1987-88 

(dollars in thousands) 

Positions Net Fiscal Effect 
Added Reduced Net Salaries Benefits OE&E 

-252.5 -252.5 .,..$5,096 -$1,618 $14,714 

20.3 -271.0 -250.7 -8,526 -2,803 ,...917 
378.0 -1.0 377.0 9,255 2,935 327 

--
398.3 -524.5 -126.2 -$4,367 -$1,486 $13,854 

Total 
$8,000 

-12,246 
12,517 

$8,271 
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Table 4 

Employment Development Department 
Proposed Position Changes by Program 

1986-87 to 1987...:as 

Unemploy- Tax 
ment Disability Job Collect-

Reason for Change Insurance Insurance Service ions 
Automation efficiencies ...... -192.6 -13.7 -45.1 
Program change and 

legislative mandates ........ 
Workload changes ................ 189.0 46.5 -1.0 124.1 

Totals .............................. -3.6 32.8 -1.0 79.0 

Other 
Employment 

Programs 
-1.1 

-250.7 
18.4 

...:233.4 

Total 
-252.5 

-250.7 
377.() 

-126.2 

The major causes for position changes in each category are discussed 
below: . 

• Automation. The department proposes to reduce its staff by 252.5 
positions in order to reflect staff savings created by automation. This 
reduction frees Ul> $6.7 million. However, increased automation costs 
will total $14.7 million, resulting in a net cost of $8 million. The largest 
position reductions occur in the VI and tax programs, while the larg
est automation costs occur ill the DI and Job Service as) programs. 

• Program Changes and Legislative Mandates. The budget proposes 
a net reduction of 250.7 positions due to program changes and legisla
tive mandates. The major staff reduction is in the WIN Demonstration 
(WIN Demo) program and the Employment Preparation Program 
(EPP) as a result of the counties' implementation of GAIN. 

• Workload Changes. The department proposes to add a net of 377 
positions due to increased workload. The largest workload increases 
are in the VI, DI, and tax programs as a result of growth in the number 
of employers and employees in the state and enhanced recovery of 
fraudulent UI payments. 

No Administrotive Support Budgeted for Federal Tax Credit Program 
We recommend that prior to budget hearings, the EDD advise the fiscal 

committees on the impact of absorbing the Targeted Jobs Tax Credit 
(TJTC) program within existing JS resources and on its efforts to secure 
other funds for this purpose. 

While the department proposes to resume administration of the nTC 
program starting October 1, 1986, the budget does not contain funding to 
administer this program in 1987-88 .. 

The nTC is a federal tax credit available to employers who hire speci
fied individuals who traditionally have faced barriers to employment, 
including economically disadvantaged youth, handicapped persons, and 
AFDC recipients. The EDD's responsibilities for administering nTC in
clude (1) certifying that individuals are eligible for the credit, (2) prepar
ing vouchers needed by employers in order to claim the credit, and (3) 
reporting to the federal government on the individuals certified eligible 
for the program. 

Vnder federal law, the 1JTC program expired December 31,1985. The 
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federal Tax Reform Act of 1986, signed by the President on October 22, 
1986 reinstated the 1JTC program retroactively from January 1, 1986 
through December 31,1988. However, Congress did not provide the states 
with additional funding to administer the program. Instead, Congress has 
authorized the states to administer 1JTC with Wagner Peyser Job Service 
funds. . " 

In the current year,ihe department will use $1.7 million in excess JS 
funds to support 40.5 limited-term PYs needed to reestabli~h the 1JTC. 
These JS funds are available due.to (1) prior-year savings, (2) additional, 
unbudgeted federal funds provided after the enactment· of the 1986 
Budget Act, and (3) reduced retirement benefit costs. 

To date, the, EDDhas not received federal funds to administer1JTC in 
the budget year. Thus, the department advises that it intends to shift 
administration of 1JTG into the JS program, requiring JS .staff to absorb 
the additional workload. Based on the department's workloadestiInates 
for the current year, we estimate thatadministr~tiori of1JTC will require 
35 PY s and approximately $1.2 million. ' . . . .' . 

Because EDD receives a fixed amount of federal funds for JS, it will have 
to absorb administration of the 1JTC program within its limited JS re
sources. The department, however, has not been able to explain how it will 
absorb this increased workload or what impact this will have on the level 
of JS services it provides to employers and job seekers. .' ' 

In light of this uncertainty, we recommend that prior to budget hear
ings, EDD advise the fiscal committees how it intends to absorb the addi
tional workload for administering the 1JTC program, what impact this 
will have on the JS program, and what efforts it is making to secure 
add.itional funds to administer the1JTC program. 

Legislature Needs Plan for Discretionary Funds 
We recommend that prior to budget hearings, the EDD submit to the 

fiscal committees a proposal discussing how the department plans to 
spend the Job Service 10 percent discretionary funds. 

Federal law permits the state to use up to 10 percent of its JS grant funds 
for various discretionary activities. Under federal law, eligible discretion
ary activities include (1) providing incentive grants to local job service 
offices, (2) providing services to groups with special needs, and (3) fund~ 
ing experimentalJS programs. The budget proposes $4.2 million for discre
tionary activities in 1987'-88. The department proposes to use an additional 
$3.7 millioninJS 10 percent funds to support WIN Demo and EPP; 

The department has not been able to provide specific plans for use of 
the $4.2 million in IOlercent discretionary funds in 1987-88. We believe 
the Legislature shoul have an opportunity to review the proposed use of 
discretionary funds in 1987-88. Accordingly, we recommend that prior to 
budget hearings, the department submit to the fiscal committees a pro
posal discussing the department's plans to spend the 10 percent discretion
ary funds and the guidelines used in developing the plan. . " 

Administration Needs to Reconcile Budgets for the School Employees Fund 
Contributions and Revenues 

We recommend that prior to budget hC;Jrings, the EDD inform the fiscal 
committees of the contribution rate for the School Employees Fund for 
1987-88 and that the Department of Finance adjust the EDD and State 
Department of Education budgets accordingly. 

The School Employees Fund (SEF) is a special fund.in the State Treas-
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ury which receives contributions froni school district employers in order 
to pay the unemployment claims of former school employees. 

The EDD's budget assumes that the school's contribution rate to the 
SEF will be 0.22 percent of total school wages. The State Department of 
Education's (SDE) budget, however, assumes that the school's contribu
tion rate will be 0.1 percent. Consequently, there is a significant discrep
ancy between the amount budgeted for SEF contributions from the 
schools and the amount assumed for SEF revenues in EDD'sbudget. 

Chapter 754, Statutes of 1986, gave the Director of EDD authority to 
lower the SEF contribution rate when he determines that there is an 
excess balance in the fund. Based on discu.ssions with the EDD staff, we 
understand thatthe Director is considering reducing the rate to 0.1 per
cent. If the Director takes no action, the rate would be 0.22 percent, based 
on the existing rate-setting formula. 

Ifthe Director does not use his authority to reduce the SEF contribution 
rate to 0,1 percent, the schools will not have adequate funds budgeted for 
SEF contributions. 

In light of this uncertainty, we recommend that prior to budget hear
ings, EDD inform the Legislature of the SEF contribution rate for 1987-88. 
We further recommend that the Department of Finance adjust the EDD 
and SDE budgets accordingly. 

FUNDING ISSUES 
Funding Shift Would Maximize Funds Available for GAIN 

We recommend that the Legislatureincrease EDD's reimbursements 
from the Department of Social Services by $1,27~()()() and transfer a like 
amount of JS 10-percent funds to the GAIN budget. 

The budget proposes to use $3,676,000 in JS lO-percent discretionary 
funds to supplement funding for the WIN Demo program and the EPP. 
This is the same amount as used in the current year for these purposes. 
These programs provide employment services to AFDC recipients. 

We do not believe this proposal maximizes the amount of (1) federal 
funds or (2) funds available for GAIN. Our analysis indicates that both 
purposes can be achieved, without adverse impact on EDD, by the follo.w
ing funding shift: 

• Transfer $1,277,000 in JS 10-percent funds-which EDD plans to use 
for costs which areTitle IV-A reimbursable-to the GAIN budget . 

• Increase EDD's reimbursements from DSS by a like amount-consist
ing of $639,000 from the General Fund and $639,000 from federal Title 
IV-A funds. 

Contingent Fund is Inappropriate Source for Reed Act Repayment 
We recommend reducing EDD's Contingent Fund appropriation by $1 

million and increasing the transfer from this fund to the General Fund by 
$1 million in order to reElect elimination of Reed Act repayment from the 
Contingent Fund. (Reduce Item 5100~OOl-185 by $1 million.) 

The budget proposes to appropriate $1 million from the Contingent 
Fund in order to repay federal Reed Act funds the department· has used 
for various capital purchases. Reed Act funds are excess federal unemploy
ment taxes that were collected in the 1950s and turned over to the states 
by Congress to pay UI benefits or administration. 

Under federal law, EDD may repay Reed Act funds which it "borrows" 



Item 5100 HEALTH AND WELFARE / 693 

(without in. terest) for purchase of capital assets. The repayment; thus, 
serves.to replenish funds available to the department for future projects. 
ThrQugh 1986-87, the department has used $17.3 Jnillion from the Re~d 
Act for capital purchases. Of this amount, EDD has repaid $9.2 million, 
leaving $8.1 million to be repaid. The department advises that since 1985-
86, it has distributed the cost of Reed Act repayment among all of its 
fun<;lingsources. 

T.he Legislature adopted language in the Supplemental Report of the 
1986 Budget Act which required EDD to (1) repay Reed Act funds (used 
for automation) and (2) submit a proposal, by October 1, 1986 identifying 
a repayment plan. . . 

We have reviewed the department's proposal and conclude that its plan 
to· repay the Reed Act from the Contingent Fund is inappropriate. This 
is because appropriating $1 million from the Contingent Fund to repay 
the Reed Act funds reduces by a like amount the funds which would 
otherWise be transfetred to the General Fund. The 1987 Budget Bill (Item 
5100-001-185) provides that anyexcess balance in the Contingent Fund 
above $1 million shall be transferred to the General Fund. It should be 
noted that ftinds transferred from the Contingent Fund to the General 
Fund are exempt from the state appropriations limit. . 

Furthermore, in previous discussions and correspondence with EDD, 
the department consistently indicated that borrowed funds would be re
paid from the UI program. In the case of funds used for automation, the 
department indicated that it intended to repay the Reed Act with savings 
generated by the automation activities. 

We agree that the Reed Act is a valuable source of funding for EDD 
automation and other projects and therefore should be repleriished. It 
should not be replenished, however, atthe expense of reducing-the Con
tingent Fund, which in turnwould reduce the amount of funds which can 
be transferred to the General Fund. Therefore, we recommend that the 
department develop a proposal which would repay the Reed Act funds 
through some source other than the Contingent Fund. This would give the 
Legislature more flexibility to fund its priorities with Contingent Fund 
and General Fund monies. Adoption of this recommendation will make an 
additional $1 million available in the. Contingent Fund for transfer to the 
General Fund. Consequently, we recommend that the Contingent Fund 
appropriation be reduced by $1 million and a like amount transferred to 
the General· Fund. 

State Payment of Local Government UI Costs. Not Appropriate 
We recommend (1) the enactment of urgency legislation reverting $69 

million appropriated from the General Fund to reimburse local entity UI 
costs and (2) reduction of the UIFund appropriation .by $69 million 
because the state is not required to pay these costs. (Reduce Items 5100-
101-871 and 5100-111-890 by $69 million.) 

In 1978, the Legislature required that all local public entities-city and 
county governments, as well as special districts-provide coverage to their 
employee$ under the VI program. The Legislature took this action in 
response to a federal law which gave the" slate no reasonable alternative 
to requiring such cove.rage: The California Court of Appeal (CityofS,ac.ra
mento v. State of Califorma) eventually ruled that the cost of provldmg 
VI benefits to local entity employees was a state mandated cost for which 
the state must reimburse local public entities. 

In response to the court decision, the Legislature appropriated a total 
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of $69 million from the General Fund to pay these costs. This amount 
consists of (1) $44 million aI'propriatedby Ch 1217/85 for costs incurred 
in 1984-85 and 198~6 and (2) $25 million appropriated by the 1986 
Budget Act for the 1986-87 UI costs. . .. . 

Budget Proposal. The 1987 Budget Bill (Item 8885-495) proposes to 
revert the undisbursed balance of the $44 million as of June 30, J987. The 
undisbursed balance of the remaining $25 million also will revert to the 
General Fund as of June 30,1987. The Controller's staff advises that due 
to a processing backlog, it has not yet disbursed any of the fuild~appro-
priated in Chapter 1217 or the 1986 Budget Act. . . 

The budget further proposes to transfer $69 million from the UIFund 
to the General Fund in order to reimburse local governmental enqties for 
the cost of providing UI coverage to their employees between 1984-85 arid 
1986-87. The budget does not propose any General Fund appropriation to 
reimburse local entities for their UI C()sts in 1987-88. 

The budget proposal raises two issues for the Legislature. First; is the 
state required to pay the UI costs oflocalentities? Second, shQuld the state 
transfer $69 million from the UI Fund to. pay the UI costs ofl()cal entities? 

State General Fund· Is Not Required. to Reimburse Local UI Costs. 
Legislative Counsel advises that, as a result of a recent California Supreme 
Court decision ( County of Los Angeles v. State of California ) dated J anu
ary 2, 1987, the state is not required to pay the costs of providing UI 
benefits to employees of local entities. Consequently, we recommend the 
enactment of urgency legislation that reverts the $69 million to the Gen
eral Fund. We make this recommendation because the Legislature appro
priated these funds to comply with a court order which was subsequently 
overturned. Moreover, in the absence of further Legislative direction, the 
Controller still has an obligation to disburse these funds. ,By reverting 
these funds, the Legislature will have $69 million available to support its 
priorities. It also should be noted that if the $69 million is reverted to the 
General Fund, its subsequent appropriation would not be subject to. the 
state's appropriations limit. 

Proposed UI Fund Transfer is Inappropriate. We have two con
cerns with the administration's proposal to transfer $69 million from the 
UI Fund to the General Fund in order to cover local government UI costs. 
First, Legislative Counsel advises that the proposed transfer would violate 
federal law governing the use of UI Fund monies. Second, the transfer 
violates the general principle of the UI system that employers are charged 
based on the degree to which their former employees draw UI benefits. 
Specifically, the administration's proposal would result in private employ-
ers paying the UI costs of public employers: . . . 

In view of the above, we recommend that the Legislature (1) enact 
urgency legislation reverting the $69 .. million previously appropriated 
from the General Fund to pay local UI costs and (2) reduce the UI Fund 
appropriation by $69 million. 

REVIEW OF THE EMPLOYMENT TRAINlNG PANEL PROGRAM 
The Employment Training Panel (ETP) program was established in 

1982 and provides employment training to workers covered under the 
Unemployment Insurance (UI) program. Specifically, ETP provides 
training to individuals who are: 

• Unemployed and receiving UI benefits. 
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• Vnemployed but have exhausted VI benefits within the past year. 
• Employed but likely to be displaced and become VI recipients. , 
The purpose of the ETP program is to (1) meet employers' needs for 

skilled workers by providing skill training to individuals covered by the VI 
system, (2) reduce employers' VI costs, and (3) encourage creation of new 
jobs in California. . 

The ETP program is supported by the Employment Training Tax 
(ETT) which is a 0.1 percent payroll tax paid by employers maintaining 
a positive balance in the VI Fund. These are employers who have paid 
more into the VI Fund over time than their laid-off employees have 
collected in unemployment benefits. 

Vnder current law, up to $55 million in ETT revenues are deposited in 
the Employment Training Fund (ETF) annually. The panel may allocate 
these funds to (1) pay contractors for training costs andreasonable ad
ministrative costs and (2) cover the administrative costs of the ETP pro
gram. The panel's administrative costs, excluding EDD's cost to collect the 
ETT, are limited to 15 percent of ETT collections. Any ETT collections 
above $55 million revert to the VI Fund. In 1986-87, $6.3 million in excess 
ETT collections were deposited in the· VI Fund. The budget proposes 
depositing $9.1 million in excess ETT collections in the VI Fund in 1987-88. 

The Employment Training Panel allocates training funds through con
tracts with employers or training agencies. Vnder these contracts, the 
panel reimburses training providers at a fixed amount per trainee, pro
vided the trainee. remains employed with a single employer in a job for 
which he or she was trained for 90 consecutive days after training~ Gener
ally, the panel requires that ETP trainees be placed in jobs which pay at 
least $5 per hour, although it makes some exceptions for jobs in rural areas. 

The panel consists of seven members appointed by the Governor and 
the Legislature. The panel has a staff of 57.4 personnel-years (47.1 posi
tions)in 1986-87. The budget proposes to increase ETP staff by 17.3 per
sonnel-years in 1987-88. We recommend approval of this proposal. 

Amount of FUl:lds Available for Expenditure has Grown 
Table 5 shows actual ETP revenues, expenditures, and encumbrances 

through 1985-86 and for the first half of 1986-87. Although state law limits 
the panel's annual appropriation to $55 million of ETT collections, the 
table shows that the total amount of funds available annually for expendi
ture is significantly higher. For example, in 1986-87 the funds available for 
expenditure totaled $96.7 million-an increase of 24 percent over the 
funds available in 1983-84. . 

Table 5 

Employment Training Panel 
Revenues, Expenditures, and Encumbrances 

1983-'84 through 1986-87 
(dollars in thousands) 

Receipts 1983-84 19~ 1985-86 1986-87 

ETF appropriation ...................... $55,000 $55,000 $60,714" $61,437b 

Carry-over from prior year. ....... 23,141 24,924 32,305 35,230 
(Interest earnings from prior 

year) .................................... ~) (4,871) (9,830) (12,896) 

Total available forexpendi-
ture ...................................... $78,141 $79,924 $93,019 $96,667 

23-75444 

Total 
$232,151 

NA 

28,039 . 

$248,039 c 
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Outlays 
Administration .............................. $3,105 $4,580 $6,333 $7,483 $21,501 
Training projects-

23,822d Encumbrances .......................... 50,833 58,388 66,135 199,178 
Expenditures e •••••••••••••••••••••••••• 16,997 14,409 6,940 103 d 39,328 f 

Carry-over to next year g •••••••••••• 24,924 32,305 55,230 h unknown NA 
Transfer to VI Fund pursuant to 

Ch 1206/86 ............................ -20,000 NA 

a. 1985-86 appropriation includes $5.5 million in estimated interest earnings for first half of 1985-86. 
b. 1986-87 appropriation includes $6.4 million in estimated interest earnings for the first half of 1986-87. 
c. Includes only actual interest earnings. 
d. Encumbrances and expenditures .as of December 1, 1986. 
e. Expenditures as of November 30, 1986. 
f. Total expenditures include $879,000 expended in 1982-83. 
g. Carry-over includes disencumbered and unencumbered funds in addition to unexpended admiriistra

tive funds and interest earnings. 
h. Carry-over from 1985-86 includes $7.4 million in accrued interest earnings for second half of 1985-86. 

Based on our review, we conclude that the amount of money available 
for expenditure by the ETP has increased over time due mainly to (1) 
interest earned on the large unexpended balance in the ETF and (2) large 
dis encumbrances from prior years. 

• High .Balance in the ETF Earns Substantial Interest. In addition 
to an annual appropriation of $55 million from the ETF, the panel has 
available for expenditure interest earned on the ETF balance. 
Through 1981H36, 'the panel earned $28 million in interest. These 
earnings are included in the carry-over from the year in which they 
are earned and are available for expenditure in future years. In addi
tion, beginning in 1985--86, the Budget Act has appropriated ETP's 
estimated interest earnings for the first half of a fiscal year along with 
the panel's annual budget appropriation for that year . 

• ETP Projects Experience Large Disencumbrances. Under the 
ETP program, funds are disencumbered-and therefore unspent
when (1) a contractor is not able to place a trainee in specified em
ployment for 90 days or (2) a project is terminated and no payment 
is made to the contractor. Table 6 shows encumbrances and disen
cumbrances for 1982--83 through 1985--86. As of December 1986, 19 
percent of the funds encumbered by the panel was subsequently 
returned unspent to the ETF. Because disencumbrances are continu
ally adjusted upward as more projects are closed out, Table 6 under
states the total dis encumbrances which are likely to occur during this 
period, particularly for 1981H36. 

Table 6 

Encumbrances and Disencumbrances 
1982-83 through 1985-86 
(dollars in thousands) 

Training Funds 
Encumbered ................................. . 
Disencumbered a •••••••••••••••••••••.•.•• 

Disencumbrance rate ................ .. 

1982-83 
$3,774 

-2,896 
76.7% 

1983-84 
$50,833 

-10,540 
20.7% 

1984-85 
$58,388 

-20,000 
34.3% 

1985-86 
$66,135 

-394 
0.6% 

Total 
$179,130 
-33,829 

18.9% 

• Includes funds disencumbered as of December 5, 1986. Disencumbrances will continue to grow as 
projects funded with encumbrances from 1983-84 through 1985-86 are closed out. 
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ETP Encumbrances and Expenditures are Increasing 
Although the panel has had difficulty spending its training funds thus 

far, our review indicates that the rate at which the panel is encumbering 
and spending training funds is accelerating. For example, in the first half 
of 1986-87, the panel encumbered twice as much money as it encumbered 
during the first half of 198~6. Similarly, the panel actually spent twice 
as much in the first half of 1986-87 as it spent in the first half of 19~6. 
If the panel continues to approve training projects and encumber funds 
at approximately the same rate as it has in the first part of the current year, 
we estimate that it could encumber most of the $89.2 million available for 
training by June 30, 1987. 

Panel Needs to Establish Priorities for Funding Training Contracts 
We recommend that the panel establish written priorities and criteria 

for allocating training funds. These priorities and criteria should be pub
lished with the panel's agenda materials and submitted to the Legislature 
by October 1~ 1987. 

To date, the panel has had more money available than it could spend. 
Such circumstances put pressure on the panel to fund as much training as 
possible, with little need to focus on training those individuals who benefit 
the most from such training. However, if encumbrances continue at the 
rate described above, the panel may soon reach a point where training 
proposals exceed the funds available for training. 

We believe the panel is ill-prepared for dealing with the eventuality of 
scarce resources. The panel does not have clearly defined priorities for the 
kinds of training it will fund. Moreover, the panel has not developed 
criteria for ranking and choosing training proposals according to its priori
ties and the priorities established by the Legislature. For example, the 
panel has not decided whether, in a situation of scarcity it would (1) 
concentrate on training the unemployed, (2) concentrate on training the 
potentially displaced, or (3) attempt to maintain a balance between these 
groups. In addition, the panel could benefit by establishing written priori
ties in other areas. For example, the panel might give first priority to 
projects in which employers supplement the ETP funds they receive for 
a training project with some amount of their own resources. 

Consequently, we recommend that the panel establish written priorities 
for allocating training funds and criteria for selecting training proposals. 
The priorities should be consistent with the intent of the Legislature, as 
expressed in ETP's enabling legislation. We further recommend that these 
priorities and criteria be published with the panel's monthly agenda 
materials and submitted to the Legislature by October 1, 1987. 

ETP Is Not Maximizing the Effectiveness of Its Training .Funds 
We recommend that the Legislature adopt sIJpplemental report lan

guage directing the panel to submit~ by October 1~ 1987 a plan for improv
ing its procedures for disencumbering training funds. 

We have reviewed the panel's procedures for disencumbering training 
funds. Based on our review, we conclude that the panel could use its 
training funds more effectively by improving its procedures for disencum
bering training funds, as follows. 

The panel could expedite its closure of prior-year contracts which have 
expired. A substantial amount of money is tied up in old ETP training 
contracts which could be made available for new contracts. Specifically, 
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in 1983-84, the panel encumbered $50.8 million in training contracts. All 
of these contracts should have expired by June 30, 1986. As of November 
30, 1986, however, $23.3 million of the encumbered funds had not been 
spent or disencumbered. Panel staff states that they are still closing out 
1983-84 contracts. Consequently, there may be some additional expendi
tures for this period as the panel makes final payments to. contractors. It 
is likely, however, that a large part of the $23.3 million will be disencum· 
bered. 

Until the panel staff actually closes out these old contracts, the encum
bered funds will remain tied up and unavailable to support other training 
projects. By improving its procedures for disencumbering prior-year 
funds, the panel would be in a better position to determine how much 
money will be carried over and available for expenditure in the next fiscal 
year. This information would enable the panel to more effectively plan 
and manage its training program and meet the'Legislature's statutory 
intent. 

The panel could periodically review active contracts and disencumber 
funds which are not likely to be spent. Currently, panel staff review 
active contracts and report to the panel on the progress of these projects. 
We believe the panel could use the project review process to (1) estimate 
the amount of encumbered funds a contractor is likely to spend and (2) 
adjust the contract amount accordingly. For example,a project which is 
seriously underenrolled is not likely to meet its planned number of place
ments or expenditures. If the panel determines that a project is going to 
spend significantly less than the amount encumbered, it could reduce the 
contract accordingly and thereby free-up some of the encumbered funds 
to support other training projects. 

Given the importance of the ETP program, we believe the panel should 
make every effort to use its training resources effectively. Having large 
amounts of training funds tied up in projects where they are not likely to 
be spent is simply not a productive use of these resources and isinconsist
ent with legislative intent to facilitate employment of the maximum num
ber of eligible participants. Therefore, we recommend that the 
Legislature adopt supplemental report language directing the panel to 
prepare a plan for improving its procedures for disencumbering training 
funds. The following supplemental report language is consistent with this 
recommendation: 

"The Employment Training Panel shall prepare a plan for improving 
its procedures for disencumbering training funds. This plan shall ad-
dress: . 

"1. How to disencumber prior-year training funds on a more timely 
basis. 

"2. How to expand the project review process to (a) estimate the 
amount of current- or prior-year funds a contractor is likely to spend and 
(b) adjust the contract accordingly in order to free-up funds for other 
projects. 

"The panel shall submit this plan to the Legislature by October 1, 
1987." 
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Performance of ETP Projects Leaves Room For Improvement 
We recommend that the Legislature adopt supplemental report lan

guage directing the panel to submit a plan by November 1, 1987 for im
proving the performance of ETP projects. . 

The ETP maintains extensive performance data on its training projects. 
Table 7 compares the planned and actual performance for projects that 
were completed as of June 30, 1986. 

Table 7 

Employment Training Panel Projects 
All Completed Projects 0 

Through June 30. 1986 

PerformllIlce 
Indicator 
Number of trainees ..................................................... . 
Number of trainees hired in a job ......................... . 
Number of trainees placed for 90 days ................. . 
Placement rate ............................................................. . 
Funds expended ......................................................... . 

PlllIlned 
PerformllIlce 

19,512 
15,147 
15,147 
77.6% 

$35,953,252 

a Includes projects which ended during 1984-85 and 1985-86. 
b Based on data as of December 1, 1986. 

Actual 
PerEormllIlce b 

12,250 
8,782 
7,754 

63.3% 
$18,214,088 

Actual as a 
PercentoE 
Planned. 

PerformllIlce 
62.8% 
58.0 
51.2 
81.6 
50.7 

The table shows the following regarding ETP performance: . 
• Enrollm~nt iiJ.ETP Projects is Lower Than Anticipated. Many 

ETP contractors have had a difficult time meeting planned enroll
ment levels. As the table indicates, on average, contractors enrolled 
only 63 percent of the planned trainees. . 

• Placement Rate Does Not Meet Expectations. As the table indi-
. cates, ETP contractors have placed 63 percent of their trainees in jobs 

for at least 90 days, compared to a planned placement rate of 78 
percent. It is worth noting, however, that the actual number of suc
cessful placements may understate the positive impact of ETP. For 
example, a machinist being retrained by his or her employer may 
accept a job with another employer who offers a higher wage. The 
skills gained through ETP training helped to advance his or her career 
even though under ETP's contracting provisions, this individual did 
not count as a successful placement. 

• Low Expenditure Rates Reflect Disappointing Enrollments and 
Placements. Because ETP only pays for successful placements, 
enrollment problems, compounded by a lower placement rate, trans
late into lower expenditures. Table 7 shows that the panel planned to 
spend $36 million on projects completed as of June 30, 1986. In fact, 
the panel paid out only $18 million, or 51 percent, of planned expendi
tures. It should be noted that low expenditure rates are not necessar
ily bad. Unlike other training programs, ETP funds are only spent 
when a trainee retains ajob for at least 90 days. However, when the 
panel commits a large sum of funds to a training agency or employer 
which does not meet its planned performance, the funds are tied up 
and unavailable to support other training projects until the contractor 
either amends the contract downward or the panel closes out the 
project. 
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ETP Projects Completed in 1985-86 Were Not Significantly More Suc

cessful Than Those Completed in 1984-85. Table 8 shows the aCtual 
performance for ETP projects completed in 1984-85 and 1985--86, by year; 
Clearly, the volume of ETP activity increased significantly during this 
period. For example, the number of trainees and successful placements 
more than doubled between 1984-85 and 198~6. Similarly, expenditures 
doubled between 1984-85 and 198~6. 

Table 8 

Employment Training Panel Projects 
Completed in 1984-85 and 1985-86 

1984-!i5 1985-86 Change 
Percent Percent Percent 

Performance Indicator Actual oFPlan Actual of Plan Actual of Plan 

Number of trainees ....................... : .... 2,748 70.1% 9,502 61.0% 246% -13.0% 
Number of trainees 

hired in a job .................................... 1,846 82.0 6,936 53.8 276 -34.4 
Number of trainees 

employed for 90 days ...................... 1,697 75.4 6,057 47.0 257 -37.7 
Placement rate .................................... 61.8% 107.6 63.7% 77.1 3 -28.4 
Funds expended .................................. $4,327,591 76.0 $13,886,497 45.9 220 -39.7 

While the volume of ETP activity increased between these two years, 
actual performance declined, when compared with planned performance. 
For example, while contractors enrolled 70 percent of planned trainees in 
1984-85, thisenrollmerit rate dropped to 61 percent in 198~6. Similar 
decli:nes in performance occurred in terms of the percentage of trainees 
in a job for 90 days and the expenditure rate. 

Finally, ETP's placement rate-the llumber of trainees employed for 90 
days as compared with the number of trainees who enrolled in the pro
gram-improved only slightly from 62 percent in 1984-85 to 64 percent in 
198~6. . . 

Wide . Range of Performance Among ETP Contractors. Ill· the pre
ceding sections, we discussed the performance of ETP contracts in aggre
gate. However, performance varies significantly among ETP contractors, 
as shown in Table 9. In general, the table shows that: (1) a majority of the 
contractors met more than half of their planned enrollments, placements, 
and expenditures, (2) one-third of the contractors met less than half of 
their planned performance, and (3) 7 percent of the contractors failed to 
achieve any placements or expenditures. In sum, more than 70 percent of 
the completed ETP contract~failed to achieve their planned perform
ance. 

Table 9 

Extent to Which ETP Contracts 
Met Planned Performance 

Contracts Completed as of June 30, 1986 

Enrollment Placements Expenditures 
Contracts Number Percent Number· Percent Number Percent 
Met 0 percent of plan ............................. . o 0.0% 12 7.1%. 12 7.1% 
Met 1-49 percent of plan ....................... . 40 23.8 58 34.5 55 32.7 
Met 50-99 percent of plan ..................... . 89 53.0 54 32.1 52 31.0 
Met 100 percent or more of plan ....... . 39 23.2 44 26.2 49 29.2 

Totals.................................................... 168 100.0% 168 100.0% 168 100.0% 
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Why Is Actual Performance Failing tQ Live Up to Expectations? 
There are a number of explanations for why ETP's actual performance has 
fallen short of planned performance. Some causes of lower-than-expected 
performance fall under the panel's responsibility to develop, approve, and 
monitor training contracts. Some of these causes include the following: 

• Contractors' or Trainees' Failure to Adhere to the Terms of the ETP 
Contract. In a number of cases, trainees were hired at a wage be
low what was specified in the training contract. Consequently, the 
trainees were not counted as successful placements and ETPdid not 
pay the contractor for these trainees. 

• Weak Employer Commitment to the Training Project. Several 
companies have terminated contracts because they decided-after 
entering into the ETP contract-to hire individuals already skilled in 
a particular occupation, rather than training unemployed individuals 
or retraining existing employees to do the job. 

• Overestimated Need by Training Agencies or Employers for a Particu
lar Skill. For example, one firm overestimated its need forelec
tronic technicians and· terminated 55 trainees from training who it 
could not hire. 

• Overly Optimistic Enrollment Projections by the Contractors. A 
number of contractors simply have not been able· to fill the number 
of training slots they projected in the ETP contract. 

We recognize that some causes of lower-than-expected performance 
were outside the panel's control. For example, several businesses which 
had contracted to retrain or employ ETP participants subsequently were 
taken over by other corporations or went out of business. In other cases, 
performance was affected by an upturn or downturn in an industry, or a 
change in business plans. For example, a slowdown in the dairy business 
prevented one company from hiring the number of ETP trainees it had 
originally agreed to hire. 

Panel Needs a Plan to Improve Performance. The continuing gap 
between ETP's planned and actual performance indicates that the panel 
has had a difficult time identifying feasible training proposals. We recog
nize that the panel cannot "bat" a thousand on its training proposals. On 
the other hand, there is room for improvement when more than 70 per
cent of the projects failed to meet their planned performance. 

Given the fact that overall performance has fallen below expectations 
and the wide range of performance among ETP contracts, we recommend 
that the Legislature adopt supplemental report language directing the 
panel to evaluate the factors leading to successful and nonsuccessful 
projects. We further recommend that ETP use the results of such a study 
to present a plan to the Legislature for improving the performance of its 
training projects. 

The following supplemental report language is consistent with this rec
ommendation: 

"The Employment Training Panel shall provide the Legislature by 
November 1, 1987 with a plan for improving the performance of ETP 
training projects. In developing such a plan, the panel shall first evaluate 
factors leading to successful.and nonsuccessful projects, in terms of 
enrollnient, placements, and expenditures. The plan shall include, but 
not be limited to, ways to: 
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". Achieve higher placement rates. 
". Reduce the discrepancy between co.ntracto.rs' planned and actual 

enro.llments, placements, and expenditures." 

ETP Has Largest Impact Trai~ing the Unemployed But Emphasizes Training For 
the Potentially Displaced 

The go.als o.fthe ETP pro.gram include: (1) pro.viding training to. unem
plo.yed and po.tentially unemplo.yed individuals so. that they o.btain go.o.d 
jo.bswith lo.ng-term career po.tential and (2) reducing UI Co.sts fo.r Califo.r
nia's emplo.yers. The extent to. which these two. go.als are being achieved 
by the pro.gram can be measured by the increased earnings and reduced 
UI benefits o.f ETP participants. 

A recent study co.mmissio.ned by the panel pro.vides so.me info.rmatio.n 
o.n the impact o.f ETP o.n the earnings and UI benefits o.f trainees. The 
study, co.nducted by the Training Research Co.rpo.ratio.n (TRC), fo.und 
that, in terms o.f increased earnings and reduced UI benefits, ETP training 
had the largest impact o.n unemplo.yed participants. Table 10 sho.ws that 
UI exhaustees:-individuals who. have exhausted their UI eligibility-ex
perienced the largest gain in earnings, fo.llo.wed by UI recipients, and then 
by the po.tentially displaced. The UI exhaustees also. experienced the larg
est reductio.n in UI benefits, fo.llo.wed by the po.tentially displaced, and 
then by UI recipients. 

Trainees 
Unemployed 

Table 10 

Impact of ETP Training on 
Earnings and UI Benefits 

VI exhaustees ..................................................................................................... . 

Po~~:~:e;::;j~~~d:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 

Percent Change 
Wages UI Benefits 

535% -86% 
62 -50 
33 -63 

Source: Training Research Corporation, ETP Participants' Earnings and Unemployment Records: A 
Preliminary Analysis.· . 

It is no.t kno.wn exactly ho.w much o.f the increased earnings and reduced 
UI benefits can be attributed to. ETP training. Vario.us o.ther facto.rs also. 
may affect an individual's earnings and unemplo.yment, including changes 
in the eco.no.my, hiring patterns in a specific industry, and the individual's 
perso.nal situatio.n. Nevertheless, the magnitude o.f the TRC findings are 
significant eno.ugh to. indicate where ETP reso.urces have the biggest 
impact o.n raising earnings and reducing UI benefits. 

ETP Does Not Emphasize Services to the Unemployed. Despite the 
findings o.f the TRC study, the panel is increasingly emphasizing training 
fo.r the po.tentially displaced rather than the unemplo.yed, as sho.wn in 
Table 11. The table sho.ws that in 1984-85, unemplo.yed trainees made up 
82.4 percent o.f all trainees in pro.jects.By December 1, 1986, ho.wever, the 
unemplo.yed made up o.nly 32.6 percento.f trainees in pro.jects which were 
still active. 
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Table 11 

ETP Trainees in Completed Projects and 
Active Projects a 

Trainees 
Numberb ......................................................................................... . 
Percent who are: 

Unemployed ............................................................................... . 
Potentially Displaced ............................................................... . 

Completed Projects 
1984-85 198fHJ6 

2,748 9,502 

82.4% 
17.6 

47.4% 
52.6 

Active 
Projects 

40,807 

32.6% 
67.4 

a Projects approved by panel prior to July 1, 1986 and still active as of December 1, 1986. 
b For completed projects, number of trainees represents actual enrollments. For active projects, number 

of trainees represents planned enrollments. 

Why Has ETP Shifted Its Emphasis From the Unemployed to the Po
tentially Displaced? The panel does not have a stated policy which 
expresses a priority for serving the potentially displaced over the unem
ployed. Increasingly, however, the panel is allocating more funds to train 
the potentially displaced than the unemployed. One exp~anation for this 
shift towards the potentially displaced maybe that the· panel has ex
perienced greater success in training this group. Chart 1 compares the 
progress of the two groups of trainees at various benchmarks in the ETP 
program. The chart shows that: . 

• Nearly the same porportion of unemployed (75 percent) and poten
tially displaced (79 percent) trainees completed training. 

• A significantly higher percentage of the potentially displaced trainees 
were hired into jobs which met the terms of the ETP contract-78 
percent of the potentially displaced trainees compared with 65 per
cent for the unemployed trainees. This is not surprising given that the 
potentially displaced trainees are already employed. 

• Seventy-five percent of the potentially displaced trainees were em
ployed for 90 days in a job that met the terms of the ETP contract. 
By comparison, 52 percent of the unemployed trainees achieved this 
benchmark. " 

• Forty-eight percent of the unemployed dropped out of the program 
before they were employed for 90 days, compared to 25 percent of the 
potentially displaced. . 

- In addition, projects training the" potentially displaced appear more 
impressive because these trainees earn a substantially higher hollrly wage 
after training than do unemployed trainees ($9.33 compared with $6.58) . 
This is to be expected given that employed trainees are generally re
trained for higher level positions in their companies, in addition to having 
higher pay based on seniority. Finally, contractors who trained the poten
tially displaced came closer to meeting their planned expenditures than 
contractors who trained the unemployed (56 percent compared with 46 
percent). The panel is currently considering a proposal from TRC to 
further study the impact of ETP training. on different participants. 

In sum, the data presented above raise a basic policy issue for the 
Legislature as to how training resources dedicated to this program should 
be allocated between the unemployed and potentially displa.ced. On the 
one hand, ETP participants who are uneinployed appear to experience a 
larger net increase in earnings and decrease in VI benefits. than do the 
potentially displaced. On the other hand, potentially displaced partici
pants appear to be more successful trainees-that is, they are more likely 
to be successfully placed according to the terms of the ETP contract; 
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Chart 1 

Percent of Unemployed and Potentially 
Displaced Trainees Achieving 
Traming Benchmarks 

I/) 
(I) 
(I) 
c: .(ij 

~ 
'0 -c: 

~ 
(I) 

a.. 

100 
90 

80 
70 

60 
50 

40 

30 
20 

10 

Completed 
Training 

Hired Employed 90 
Days 

.. Unemployed 

[iJ Potentially 
Displaced 

Clearly, the issue is not whether to train one group to the exclusion of 
the other, but rather the balance that should be struck between training 
these two groups. This is because there. are advantages· to the state in 
training both the potentially displaced and the unemployed. For example, 
to the extent that retraining the potentially displaced increases a firm's 
productivity and competitiveness, that firm is less likely to layoff workers, 
to shut down, or to leave California. At the same time, training the unem
ployed helps individuals to become productive, taxpaying members of the 
economy, thereby reducing their need for public assistance. We believe 
this is an issue which the panel also must address when it establishes 
written priorities for allocating training funds. 

Panel Should Require Further Certification That Trainees are Truly Potentially 
Displaced 

We recommend that ETP require employers to certify that they would 
not provide training to potentially displaced individuals in the absence of 
ETP assistance. 

In our April 1986 report (Report No. 86-5) on the ETP program, we 
recommended that the panel require employers who propose to train the 
potentially displaced to certify that training would not take place without 
ETP assistance. We believe this certification is necessary to ensure that 
ETP training does not merely supplant employer-paid training and that 
ETP trains only those who truly are potentially displaced. 
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To date, the panel has not implemented such a requirement. As a result,; 
the panel has continued to approve a number of contracts where it ap
pears that ETP funds are substituting for employer training funds. For 
example" we would expect a firm which purchases an expensive new 
computer system to provide training to its existing. employees on the use 
of this system. However, ETP is paying for such retraining on the grounds 
that the employees are potentially displaced. .. . 

In order to ensure (1) that ETP funds are used to train individuals who 
are actually in danger of losing their j()bs and (2) that ETP trai,ning funds 
do not simply substitute for employer training funds, we reconiIhend that 
ETP requiTe employers to certify that they would not provide similar 
training to potentially displaced individuals in the absence of ETPfunds. 

ETP'sManagement Information System Needs . Improvement 
We recommend that during budget hearings, the panel advise the fiscal 

committees on how it plans to improve its management information sys
tem. 

A consistent and accurate management infoi:mation system (MIS) is 
essential in order for the panel to manage the ETP program effectively. 
This is particularly important given the growth in ETP activity. During 
our review of the panel's operations, we identified the following shortcom
ings in the panel's MIS: 

1. Participant Information Is Not Automated. In our April 1986 re
port on the ETP program, we recommended that the panel maintain 
computerized data on the characteristics of its trainees. To date, the panel 
has not implemented this recommendation. We believe ETP needs this 
data in order to determine the impact of the program on various individu
als, as well as to inform the Legislature about who the panel isservi:ng. 
With over 80,000 trainees, manual calculations Of this data are overwhelm-
ing ~d inefficient. . . 

In addition, the panel should automate its participantchatacteristics 
data in order to track the number of participants it trains as a result of the 
Greater Avenues for Independence (GAIN) program. The panel recently 
approved a proposal to target recruitillg to participants in the GAIN pro
gram and expressed its intent to spend up to $5 million for training these . 
partipants. In order to determine the extent of training actually provided 
to GAIN participants, the panel should include participation in GAIN as 
one of the trainee characteristics it maintains in its computerized data 
base. 

2. ETP's Fiscal System and Contract File Are Not Consistent or Inte
grated. During our review of the data in ETP's contract file, we 
found that it was not clear whether certain data reflected (a) the original 
contract, (b) an amended contract, (c) actual numbers reported by ETP 
field staff, or (d) numbers verified by ETP'sfiscal staff in the process of 
determining how much a contractor had earned. The ETP staff apparent
ly update the contract file after they verify successful placements. In<:ioing 
so, however, they may replace planned or reported numbers in the con
tract file with final numb~rs. Consequently, it is difficult to trace the 
performance of specific contracts from plan through final verification. 

3. ETP's Automated Contract File Is Not Accurate. We discovered 
numerous errors in our review of ETP contract data. Without accurate 
contract and performance data, the panel is unable to track its own per~ 
formance for managment purposes, nor can it advise the Legislature of its 
actual performance. 
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In light of these shortcomings, we recommend that, during budget 
hearings, the panel advise the fiscal committees of its plan to improve its 
management information system. Such a plan should address, but not be 
limited to, the problems identified above. ' 

Tran~fer of Em.,loyment Training Fund Interest is Inconsistent with State Law 
We recommend that the Legislature delete Budget Bill language in 

Itein5100-001-514 which proposes to transfer EJ1!.ploy~ent Training Fund 
interest earnings to the General Fund because the proposal is inconsistent .' 
with state law. , 

The budget proposes to transfer $15 million in interest earnings from 
the Employment Training Fund (ETF) to the General Fund for "high 
priority expenditure needs." The budget proposal does not specify how 
these funds will be used after they have. been transferred to the General 
Fund. . 

The funds in the ETF are generated by an Employment Training Tax 
(ETT) which is assessed against employers who have paid more into the 
VI Fund than has been paid out in benefits to their former employees. 
These funds are used to provide skill training to specified' individuals. 
Currently, interest earned on the ETF in one year is carried over into the 
next year, when it becomes available for expenditure along with, and for 
the same purposes as, other funds in the ETF~ 

Based on our review, we conclude that the proposed transfer is incon
sistent with state law regarding the use of ETF monies. Specifically, state 
law provides that the Empl.oyment Training Panel .(ETP) may allocate 
funds from the ETF for the following two purposes: 

• To reimburse employers and training cOlltractors for training Unem
ployed and potentially displaced individuals . 

• To cover the administrative costs of the ETP program. 
Clearly, the proposed transfer is inconsistent with these purposes. Fur

thermore, this proposal reduces the amount of funds which would other
wise be available to provide training to potentially displaced and 
unemployed individuals in California. 

For these reasons, we recommend that the Legislature delete Budget 
Bill language in Item 5100-001-514 which proposes to transfer ETF interest 
earnings to the General Fund. If our recommendation is adopted, the ETP 
will have an additional $15 million available for training in 1988-89 and the 
General Fund balance is correspondingly reduced. 

JOB TRAINING PARTNERSHIP ACT PROGRAM 
Review of the Job Training Partnership Act (JTPA) Program 

We recommend that the Legislature adopt supplemental report lan
guage directing the Job Training Partnership Office (JTPO) and the Job 
Training 'Coordinating Council (JTCC) ~ with the assistance of the Service 
Delivery Areas (SDAs) ~ to: ' 

1. Develop standard training definitions and procedures for reporting 
on local training activities and outcomes~ by September 15; 1987., ' 

,2. Develop a standard definition o["placement" which is more rigorous , 
than the existing federal placementstandard~ by September 15, 1987. 

3. Submit a plan for improving the performance standards andincentive 
awards system~ by December 1~ 1987. 
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The JTPA program provides employment and training services to disad
vantaged adults and youth, older workers, and displaced workers. In a 
separate report (LAO Report No. 87-4), we evaluate the performance of 
JTPA in California and the state's oversight of the program. The recom
mendations listed above are contained in that report. Our analysis indi
cates that adoption of these recommendations by the Legislature would 
improve the performance of the next JTP A two-year program cycle, 
which begins July 1, 1988. 

EMPLOYMENT DEVELOPMENT DEPARTMENT-CAPITAL 
OUTLAY 

Item 5100-301 from various fed
eral funds Budget p. HW 144 

Requested 1987 -88 ........................................................................ .. 
Recommended reduction ............................................................. . 
Recommendation pending .......................................................... .. 

$1,798,000 
334,000 

1,464,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Chico Office Building. Withhold recommendation on 

Item 5100-301-870 (1), pending receipt of a budget estimate 
and additional information. 

2. Indio Office Building. Reduce Item 5100-301-870(3) by 
$184,000. Recommend deletion of this project because 
the Office of Planning Development and Management ad-
vises us that the proposed work is not technically feasible. 

3. Salinas Office Building. Reduce Item 5100-301-870(4) by 
$150,000. Recommend deletion of project to expand/re
model the Salinas office because it is not clear that the 
project meets the department's needs in a cost efficient 
manner. 

4. Minor Capital Outlay. Withold recommendation on Item 
5100-301-870 (2), pending additional information. 

ANALYSIS AND RECOMMENDATIONS 

Analysis 
page 

708 

708 

708 

708 

The budget proposes $1.8 million for 34 minor (under $200,000 per 
project) and for three major capital outlay projects in 1987-88. This 
amount includes: $101,000 from the federal Employment Development 
Department Contingent Fund, $186,000 from the federal Unemployment 
Compensation Disability Fund and $1.5 million from the federal Unem
ployment Administration Fund. While the Indio and Salinas projects 
(Items 5100-301-870(3) and (4)) are shown as major capital outlay projects 
in the Budget Bill, these projects are for less than $200,000 and thus (if 
approved) would more appropriately be scheduled as part of the 
department's minor capital outlay program. 
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Chico Handicapped Access and Alterations· 
We withhold recommendation on $210,0fJ0 to remodel the Chico office 

building, pending receipt of a budget estimate and additional information. 
(Withhold recQmmendation on Item 5100-301-870(1).} 

The budget proposes $210,000 for preliminary plans, working drawings 
and construction to remodel the Chico EDD office. The project includes 
remodeling restrooms to meet accessibility standards, enlarging storage 
space, and installing a suspended ceiling, insulation, and new lighting. 
While some of the work proposed may be necessary, the department has 
not fully justified the· need for a lowered ceiling and new lighting. In 
addition, we have not received a budget estimate. Accordingly, we with
hold recommendation, pending an estimafe and additional justification. 

Indio Office Handicapped Access and Alterations 
We recommend deletion of $184,0fJ0 for the Indio office remodeling, 

because the project, as proposed, is not technically feasible. (Reduce 
Item 5100-301-870(3) by $184,0fJ0.} 

The budget proposes $184,000 for preliminary plans, working drawings 
and construction funds to remodel the Indio EDD office. The project 
includes: remodeling restrooms for handicapped standards, installing a 
suspended ceiling with new lighting, creating conference rooms and relo~ 
catingand replacing the heating, air conditioning and ventilation system 
with roof mounted units. While some of the proposed work may be need
ed, the Office of Project Development and Management (OPDM) advises 
us that the project, as currently proposed, is not technically feasible. 
Consequently, we recommend deletion of the proposed funds.· 
Salinas Office Handicapped Access and Alterations 

We recommend deletion of $150,0fJ0 for the Salinas office remodeling 
and expansion because it does not appear that the project will meet the 
office's space needs in a cost efficient manner. (Reduce Item 5100-301-
870(4) by $150,0fJ0}. 

The EDD proposes to build a 600 square foot extension of its Salinas 
office in order to provide accessible employee restrooms and a new boiler 
room. The existing boiler room and restrooms would also be converted to 
a training/workshop room and janitor's closet. This workshop space would 
eliminate the need for EDD to lease separate premises to conduct training 
sessions (annual lease savings of approximately $7,000.) 

The proposed 600 square foot addition would cost $108,000($180 per 
square foot). This is nearly double the cost for typical office facilities. The 
proposed addition; coupled with $42,000 for the alteration portion of the 
project, do not represent a cost effective solution to EDD's space needs 
in Salinas. Consequently, we recommend the deletion of the funds forthe 
Salinas project. We urge the department to reconsider its proposal and 
develop a more cost efficient solution. 

Minor Projects 
We withhold recommendation, pending receipt of additional informa

tion. 
The budget includes $1.3 million to undertake 34 minor capital outlay 

projects ($200,000 or less per project) at 24 EDD offices. This amount 
includes: 
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• $653,000 for the remodeling of 18 offices for an "open landscape" 
design, installing carpeting and purchasing moveable partitions. 
("Open landscape" refers to office design where most employees 
work in a large common room, separated by moveable partitions.) 

• $226,000 to install suspended ceilings, rework existing air conditioning 
ducts and install new light fixtures in five offices. 

• $109,000 for remodeling restrooms in four offices for handicapped 
accessibility. 

• $149,000 to add rooms for either job development workshops, comput
ers or storage at four offices. 

• $117,000 for miscellaneous minor alterations to three offices. 
The EDD has indicated a desire to improve existing facilities, but has 

not identified the specific problems and to what degree the proposed 
work will mitigate the problems. Moreover, EDD has provided no details 
to substantiate the estimated cost of the various projects. Consequently, 
we withhold recommendation, pending receipt of this information. 

Supplemental Report Language 
For purpose of project definition and control, we recommend that the 

fiscal subcommittees adopt supplemental report language which de
scribes the scope of each of the capital outlay projects approved under this 
item. 

EMPLOYMENT DEVELOPMENT 
DEPARTMENT-REAPPROPRIATION 

Item 5100-490 from federal 
funds 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Budget p. HW 126 

This item reappropriates local assistance funds for employment and 
training programs under the federalJob Training Partnership Act (JTPA). 
The item contains Budget Bill language that allows the Employment 
Development Department (EDD) to carry forward into 1987-88 allJTPA 
local assistance funds which are unexpended in the current year. Without 
this language, the EDD would be required to notify the Legislature of its 
intent to carryover these funds through the process established by Section 
28 of the Budget Bill. The item also requires the EDD to notify the 
Legislature by December 1, 1987 of the actual amount of JTPA local 
assistance funds carried over into 1987-88. 

Our analysis indicates that establishing a reappropria,tion item for these 
federal funds is appropriate for two reasons. First, the funds come from 
the federal government; there are no state funds in this item that might 
be recaptured if not spent. Second, the state has no direct programmatic 
authority over these funds. The state's role is that of an intermediary
passing the JTP A funds from the federal government to the local program 
operators. Therefore, we recommend approval of this item. 
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> 

Health.and Welfare Agency 

DEPARTMENT OF REHABILITATI.ON 

Item 5160 from the General 
. Fund and Federal Trust Fund Budget p. HW 140 

Requested 1987-88 .... : .................................................................... . 
Estimated 1986-87 .......................................................................... .. 
Act:ual 1985-86 ... , ..... , ................ , .......................... ; ............................ . 

Requested increase (excluding amount 
. for salary increases) $2,703,000 (+3.1 percent) 

Total recommended reduction ................................................... . 
Recommendation l?ending " ........................................................ .. 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description· 
5100-001-001-Support 
5160-OO1-890-Support 
5160-001-942-Support 
5160-101-001-Local Assistance 
Reimbursements 

Total 

Fund 
General 
Federal Trust 
Vending Stand Account 
General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$89,352,000 
86,649,000 
80,890,000 

None 
61,157,000 

Amount 
$18,689,000 
(99,748,000) 
(1,540,000) 
65,599,000 
5,064,000 

$89,352,000 

Analysis 
page 

1. Additional Federal Funds. Recommend that prior to 
budget hearings, the department advise the fiscal commit
tees regarding its plans to .. use available, but unbudgeted, 

713 

federal funds. 
2. Work Activity Program Rates. Recommend that prior to 

budget hearings, the department provide the fiscal commit
tees. with the potential costs and benefits of alternative 
Work Activity Program (W AP) rate· systems. . 

3. Work Activity Program and Supported Employment Pro
gram Caselo~ds. Withhold recommendation. on $61.2 
million in General Fund support for the W AP and Supp()rt-
ed Employment Program pending receipt of updated case-
load data in the May revision. 

GENERAL PROGRAM STATEMENT 

714 

714 

The Department of Rehabilitation (DOR) ::I.ssists disabled persons to 
achieve social and economic independence by providing vocational 
rehabilitation and habilitation services. Vocational rehabilitation services 
seek to place disabled individuals in suitable employment. Habilitation 
services help individuals. who are unable to benefit from . vocational 
rehabilitation ac4ieve and function at their highest levels. 
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The department is authorized 1,537.5 personnel-years (PYs) in the cur~ 
rent year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $89.4 million from the General 

Fund and reimbursements for support of the Department of Rehabilita
tion in 1987-88. This is an increase of $2.7 million, or 3.1 percent, above 
estimated current-year expenditures. The budget has been reduced by 
$189,000, which is approximately 1 percent of the General Fund support, 
as a "Special Adjustment." 

Total program expenditures, including expenditures from federal funds, 
special funds, and reimbursements are proposed at $190.6 million, an in
crease of $2.9 million, or 1.5 percent, above estimated current-year ex
penditures. Table 1 displays program expenditures and funding sources 
from the prior, current, and budget years. Table 2 shows the number of 
PYs for the department during the period 1985--86 through 1987--88. 

The expenditure tables which follow have not been adjusted to reflect 
any potential savings in 1986--87 which may be achieved in response to the 
Governor's Decemb.er 22, 1986 directive to state agencies and depart
ments to reduce General Fund expenditures. 

Table 1 
Department of Rehabilitation 

Budget Summary 
1985-86 through 1987-mJ 
(dollars in. thousands) 

Program 
Vocational Rehabilitation ........................... . 
Habilitation Services ................................... . 
Support of Community Facilities ............. . 
Administration ............................................... . 

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

Funding Sources 
General Fund ................................................ . 
Federal Trust Fund ..................................... . 
Vending Stand Account ... : ........................ .. 
Reimbursements ........................................... . 

a Not a meaningful figure. 

Actual Est. 
1985-86 1986-!J7 
$100,532 $109,050 

53,618 59,272 
8,050 8,128 

11,845 11,336 

$174,045 $187,786 

$76,364 
91,870 
1,285 
4,526 

$81,585 
99,773 
1,364 
5,064 

Table 2 

Department of Rehabilitation 
Personnel-Years 

1985-86 through 1987-mJ 

Actual Est. Prop. 
Program 1985-86 1986-87 1987-&J 
Vocational Rehabilitation ............ 1,381.0 1,336.5 1,330.8 
Habilitation Services ...................... 20.5 19.4 19.4 
Support of Community Facilities 13.2 11.5 12.4 
Administration ................................. 192.8 170.1 168.1 --

Totals ........................................ 1,607.5 1,537.5 1,530.7 

Prop. 
1987-&J 
$109,110 

61,772 
8,513 

11,245 

$190,640 

$84,288 
99,748 
1,540 
5,064 

Percent Change 
From 1986-87 

NMF a 

4.2% 
.4.8 
-0.8 

1.5% 

3.3% 
NMFa 

12.9 

Change 
From 1986-87 

Amount Percent 
-5.7 -0.4% 

0.9 7.8 
-2.0 -1.2 -
-6.8 -0.4% 
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DEPARTMENT Of REHABILITATION-Continued 

General Fund Request. Table 3 identifies the significant changes in 
General Fund expenditures proposed for 1987--88, Several of these 
changes are discussed later in this analysis. 

Table 3 

Department of Rehabilitation 
Proposed 1987-88 General Fund Budget Changes 

(dollars in thousands) 

Adjustments 
1986-87 expenditures (revised) ................................................................. . 
1. Program change proposals 

a. Elimination of Project Interdependence ...................................... -$292 
h. Work Activity Program/Supported Employment Program-

caseload increase ...... :........................................................................... 2,757 
c. Additional position for Comrriunity Resources section .............. 50 

Total, Progr;tm Change Proposals ................................................... . 
2. Other Adjustments 

a. Reader Services for Blind Students (Ch 903/85) ....... : ........ :....... --'$58 
h. Special 1 percent adjustment .......................................................... -189 
c. Replace one-time federal funding for Independent Living 

Centers ................................................................. ~................................ 135 
d. Replace one-time funding for Independent Living' Centers 

(Ch 1440/85) ...............................................................•....... ;................. 300 

Total, Other Adjustments ................................................................... . 
1987-88 expenditures (proposed) ............................................................. . 
Change from 1986-87; 

Amount ................................................................................................... . 
Percent ................................................................................................... . 

ANALYSIS AND RECOMMENDATIONS 

Totals 
$81,585 

$2,515 

$188 
$84,288 

$2,703 
3.3% 

We recommend approval of the following program changes which are 
not discussed elsewhere: 

• An increase of $50,000 from the General Fund to support one addi
tional position in the Community Resources Development section. 

• An increase of $1.3 million from federal funds and vending stand fees 
to augment vending stand services under the Business Enterprise' 
Program. 

• A reduction of $292,000 and 4.7 PYs due to elimination of Project 
Interdependence. 

VOCATIONAL REHABILITATION SERVICES 
Vocational rehabilitation services are provided by the department's 

counselors and by nonprofit organizations. Counselors (1) evaluate appli
cants for services, (2) work with clients to develop their rehabilitation 
plans, (3) authorize the purchase of services necessary to implement the 
plans, (4) supervise the progress of each client in their caseload, and (5) 
follow-up to verify rehabilitation. Nonprofit organizations-which include 
sheltered workshops, facilities for the deaf and blind, and independent 
living centers-provide counseling, job development, placement, and 
supportive services. . . 

The federal and state governments share in the cost of the basic Voca~ 
tional Rehabilitation (VR) services. The state pays 20 percent of the cost 



Item 5160 HEALTH AND WELFARE / 713 

of the basic VR program, while the federal government pays 80 percent 
of the costs. In addition, the federal government reimburses DOR for the 
full cost of successfully rehabilitating certain VR clients. 

The budget proposes an expenditure of $120 million from all funding 
sources for VR services and associated administration in 1987-88. This is 
an increase of $155,000, or 0.1 percent, above estimated current-year ex
penditures. Of the total, $17.4 million is requested from the General Fund, 
$96.1 million is from federal funds, and $6.5 million is from fees and reim
bursements. 

The budget also proposes to spend an additional $3.2 million in federal 
VR funds for grants to community facilities. 

Department Does Not Propose to Use All Available Federal Funds 
We recommend that prior to budget hearings, the department advise the 

fiscal committees on (1) the actual level of federal funds available to the 
state during 1986-87 and 1987-88, (2) what amount of available, but un
budgeted, funds it intends to use, and (3) how it plans to use the additional 
funds. 

The budget document estimates that federal funds for basic support of 
the rehabilitation program will total $94.3 million in the current year and 
$96 million for the budget year. These amounts, however, do not reflect 
recent congressional action that increased nationwide VR funding from 
$1.1 billion in federal fiscal year 1986 (FFY 86) to $1.3 billion in FFY 87, 
an increase of 12 percent. This increase will result in an additional $6 
million for California in the current year. Furthermore, the department 
assqmes that the FFY 88 appropriation will be 5 percent above the FFY 
87 appropriation. If this occurs, the department will have available an 
additional $7 million above the amount proposed in the 1987-88 budget. 

We believe the department should make every effort to use available 
federal funds in order to provide increased rehabilitation services to the 
disabled. Under federal law, the state must provide a 20 percent match in 
order to obtain federal VR funds. This matching requirement need not 
occur directly from the General Fund,however. There are a number of 
ways the department can leverage available federal funds without requir
ing additional General Fund resources. For example, through cooperative 
programs with local schools, DOR utilizes education funds to match fed-
eral VR funds. . 

In order to ensure that the Legislature has an opportunity to review all 
funds available to the department, we recommend that prior to budget 
hearings, DOR advise the fiscal committees on (1) the amount of available 
federal funds, (2) the amount of unbudgeted federal funds it intends to 
use, and (3) how it intends to use the additional funds. 

HABILITATION SERVICES 
The department serves individuals through the habilitation services 

program who are too severely disabled to benefit from the VR program. 
Habilitation services include (1) the Work Activity Program (WAP), (2) 
the Supported Employment Program (SEP) , and (3) Counselor-Teacher 
and Reader Services for the blind. The objectives of WAP are to (1) 
provide clients with stable work in a sheltered setting, (2) increase clients' 
vocational productivity and earnings, and (3) to the extent possible, de
velop clients' potential for competitive en:..ployment. Compared to WAP, 
the major objective of SEP is to provide training and supportive services 
to clients so that they can engage in competitive employment. 
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DEPARTMENT OF REHABILITATION-Continued 

WAP Provider Rates Up In the Air 
We recommend ,that prior to budget hearings, the department provide 

the fiscal committees with data comparing the potential costs and benefits 
of (1) enacting a new WAP rate structure in 1987-88 or 1988-89 or (2) 
reverting to cost-based rates on July 1, 1988. 

Chapter 135, Statutes of 1984, froze the rates DOR pays to WAPprovid
ers at the 1983-84 level until July 1, 1988 subject tolegislative adjustments. 
If no new rate structure is established by that date, the cost-based rates 
in effect prior to the rate freeze would be reactivated. The Legislature 
enacted Chapter 135 because of serious concerns regarding the adequacy 
of the cost-based rates. While the rates were frozen, the administration 
and W AP providers were supposed to work together to develop a better 
rate system. , 

Lengthy negotations between, the administration and providers over 
the past several years have not produced a new rate system. Unless new 
rates are enacted through legislation, the old rate system will resume in 
1988-89. Based6n conversations with providers and the department, we 
understand several alternative rate systems have been considered. At the 
time this analysis was prepared, however, the department could not tell 
us (1) what rate proposals it is considering or (2) the General Fund cost 
of enacting a new rate system compared to the cost of reverting to the old 
rate system. 

It is likely that changing the W AP rates:-whether reverting to the old 
cost-based system or establishing a new rate system-will result in in
creased General Fund costs. This is because the current rates are artificial
ly low as a result of being frozen for three years. Without information on 
the alternative rate systems under consideration, however, we are unable 
to advise the Legislature on the magnitude of the cost increase which 
would result from enacting new rates or reverting to the old ones. We are 
also unable to analyze the merits of the various alternatives. 

We believe that before it can make a decision the Legislature needs to 
assess the fiscal impacts and policy implications of the various rate systems. 
Therefore, we recommend that prior to budget hearings, the department 
provide the fiscal committees with data comparing the costs and benefits 
of enacting a new rate proposal or reverting to the cost-based rate on July 
1, 1988. This information should compare the short- and long-term costs 
and benefits of the various rate systems. 

WAP' and SEP Caseloads Are Potentially Underfunded 
We withhold recommendation on $61.2 million in General Fund sup

port requested for WAP and SEp, pending receipt of updated caseload 
data in the May revision. 

The budget proposes $61.2 million from the General Fund for the W AP 
and SEP in 1987-88. Of this amount, $59.9 million is proposed for local 
assistance grants to work activity centers and supported employment 
programs and $1.3 million is for state administration of these programs. 

Budget Proposal Ignores Department's Caseload Forecast. The 
budget proposal assumes that the combined W AP and SEP caseloads will 
grow by 6.7 percent in 1987-88. This consists of a decrease in the WAP 
caseload and an increase in the SEP caseload. 

The budget's assumption that the total caseload will grow by 6.7 percent 
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is inconsistent with the department's own caseload forecast which predict
ed an 8.3 percent growth rate. The department advises that it adjusted the 
estimate of caseload down from 8.3 percent to 6.7 percent because histori
cally the growth rate in the program has been between 6 percent and 7 
percent. If caseloads grow by 8.3 percent, instead of 6.7 percent, then the 
budget is underfunded by about $1 million. 

We believe that the budget caseload estimate is flawed for three rea
sons. First, we would expect the total W AP and SEP caseload to grow by 
a larger amount than in the past because of the expansion of the SEP, 
which began in the current year. This expansion is occurring due to the 
following factors: 

• Establishment of 10 new supported employment pr9grams annually 
for five years under a federal grant, beginning in 1986-87. 

• Enactment of a special rate structure for supported employment be
ginning in September 1986 (pursuant to Ch 972/86). 

• Widespread encouragement and enthusiasm for the supported em
ployment concept at the federal, state, and community levels. 

Second, while we agree with DOR that some of the caseload growth in 
SEP will be offset by reduced caseload in basic WAP, the department has 
no data from which to conclude that the basic W AP caseload will decrease 
by 2.6 percent in 1987-88. 

Third, the SEP caseload estimate for 1987-88 is based on the budgeted, 
rather than the actual caseload experience for 1986-87. Because the actual 
caseloads for the current year are running above the budgeted amounts, 
the 1987-88 caseload is probably understated. 

In sum, we have no analytical basis for recommending approval of the 
department's budget for WAP and SEP. The department advises that it 
will have additional caseload data available in time for the May revision. 
These data should provide a more accurate assessment of the impact of 
SEP on total caseload growth. Consequently, we withhold recommenda
tion on $61.2 million in General Fund support budgeted for W AP and SEP 
pending receipt of updated caseload estimates for these programs in May. 
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DEPARTMENT OF SOCIAL SERVICES 
SUMMARY 

The Department of Social Services (DSS) is the single state agency 
responsible 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 Depend
ent Children (AFDC) and the Supplemental Security Income/State Sup
plementary Program (SSI/SSP). In addition, welfare recipients, 
low-income individuals, and persons in need of protection may receive a 
number of social services such as information and referral, domestic and 
personal care assistance, and child and adult protective services. The 
budget proposes total expenditures by the department of $9.4 billion in 
1987-88. This is an increase of $364 million, or 4 percent, above estimated 
current year expenditures. Table 1 identifies total expenditures from all 
funds for programs administered by DSS, for the past, current, and budget 
years. 

Table 1 

Department of Social Services 
Expenditures and Revenues, by Program 

All Funds 
1985-86 through 1987-88 
(dollars in thousands) 

Actual Est Prop. 
Program 1985-86 1986-87 1987-88 
Departmental Support .............................. $229,192 $231,049 $222,586 
AFDC a 

.......................................................... 3,859,802 4,104,704 4,133,122 
SSI/SSP b ...................................................... 2,636,658 2,963,887 3,160,466 
Special Adult Programs ............................ 2,577 2,591 3,183 
Refugee Programs ...................................... 52,152 47,598 43,282 
County Welfare Department Adminis-

tration a .................................................. 650,215 710,976 757,864 
Social Services Programs a ........................ 771,697 1,000,912 1,104,562 
Community Care Licensing .................... 11,146 12,069 13,091 

Totals ...................................................... $8,213,439 $9,073,786 $9,438,156 

Funding Sources 
General Fund .............................................. $3,708,116 $4,250,161 $4,514,964 
Federal Funds b .......................................... 4,077,668 4,353,507 4,443,404 
County Funds .............................................. 416,955 453,431 459,237 
Reimbursements ........................................ 8,555 14,378 15,105 
State Children's Trust Fund .................... -851 2,340 5,415 
Special Deposit Fund ................................ 2,996 
Foster Family Home Insurance Fund .. -31 31 

a Includes county funds. 
b Includes SSI federal funds. 
C Not a meaningful figure. 

Change From 
1986-87 

Amount Percent 
-$8,463 -3.7% 

28,418 0.7 
196,579 6.6 

592 22.8 
-4,316 -9.1 

46,888 6.6 
103,650 lOA 

1,022 8.5 

$364,370 4.0 

$264,803 6.2 
89,897 2.1 
5,806 1.3 

727 5.1 
3,075 131.4 

31 NMF c 

Table 2 shows the General Fund expenditures for cash grant and social 
services programs administered by DSS. The budget requests a total of 
$4.5 billion from the General Fund for these programs in 1987-88. This is 
an increase of $265 million, or 6.2 percent, above estimated current year 
expenditures. 
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Table 2 

Department of Social Services 
General Fund Expenditures 

1985-86 through 1987-88 
(dollars. in thousands) 

Item 5180 

Actual Est. Prop. a 

Change from 
1986-87 

Program 1985-86 1986-87 1987-88 
Departmental Support .................... $68,138 $78,610 $72,022 
AFDC .............................................. : ... 1,789,787 1,952;302 1,985,342 
SSI/SSP ........................................... , .... t407,725 1,637,517 1,768,251 
Special Adult Programs .................... 2,565 2,516 3,108 
County Welfare Department Ad-

ministration ........................... : .... 124,965 140,635 156,863 
Social Services Programs ................ 306,636 430,584 520,995 
Community Care Licensing ............ 8,300 7,997 8,383 

Totals ............................................ $3,708,116 $4,250,161 $4,514,964 

a Includes proposed cost-of-living adjustments and other legislation. 

". . . 

OVERVIEW OF ANALYST'S RECOMMENDATIONS 

Amount 
$6,588 
33,040 

130,734 
592 

16,228 
90,411 

386 

$264,803 

Percent 
~8.4% 

1.7 
.8.0 
23.5, 

11.5 
21.0 
4.8 

6.2% 

We are recommending a net increase 6f $42.5 million from the amount 
proposed for expenditure from all funds. This amount consists of $17.4 
million from the General Fund and $25.1 million in federal funds. In 
addition, weare withholding recommendation on $2.5 million in proposed 
expenditures, pending receipt of additional information. Our recommen-
dations are summarized in Table 3. . 

Table 3 

Department of SQcial Services 
Summary of Legislative Analyst's Recommendations 

(dollars in thousands) 

Recommendations 
General 

Program Fund 
Department Support ................................... . $951 
AFDC .............................................................. .. 23,400 
SSI/SSP ...................................... : ....... ; ............ . 
Special Adults ................................................ .. 
Refugees ......................................................... . 
County Administration .... :; ......................... . -2,382 
Social Services .............................................. .. -5,000 
Community Care Licensing ...................... .. 402 
Cost-of-Living Adjustments ...................... .. 

Totals ....................................................... . $17,371 

Federal 
Fund 

$27,400 

-4,700 
2,419 

$25,119 

All Pending 
Funds (all funds) 

$951 
50,800 

-7,082 2,500 
-2,581, 

402 

$42,490 $2,500 
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Department of Social Services 

DEPARTMENTAL SUPPORT 

Item 5180-001 from the General 
Fund and Federal Trust Fund Budget p. HW 148 

Requested.1987--88 ..... , ................................................................... . 
Estimated 1986-87 ................................................. ; ......................... . 
Actual 1985-86 ................................................................................. . 

$81,675,000 
87,588,000 
76,693,000 

951,000 

Requested decrease (excluding. amount 
for salary increase,s) $5,913,000 (-.6.8 percent) 

Total recommended iricrease ..................................................... . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description . ., ... 
5180-001-001-Department of Social Services General 

Fund Amount 
$71,970,000 

Support 
5180-001-131-Department of Social Services 

Support 
Foster Family Home and 
Small Family Home 
Insurance 

(603,000) 

5180-001-890--Department of Social Services 
Support 

Reimbursements 

Total 

" Federal (140,751,000) 

9,705,000 

$81,675,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Statewide Automated Welfare System (SAWS). Recom

mend that the Legislature adopt supplemental report lan
guage requiring the Department bf Social Services to 
determine the cost~effectiveness of SAWS. 

2. Community Care Licensing. Increase Item 5180-001-001 by 
$951~OOO; Recommend tra~sfer of $951,000 from Item 
5180-151-001 for increasedfainily day care licensing due to 
the implementation of the Greater Avenues for Independ
ence program. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

723 

724 

The Department of Social Services (DSS) administers income mainte
nance, food stamp, and social services programs. It also is responsible for 
(1) licensing and evaluating nonmedical community care facilities and (2) 
determinirig the medical! vocational eligibility of persons applying for 
ben~fits under the Disability Insurance program, Supplemental Security 
Income/State Supplementary Program (SSIISSP), and Medi-Cal/medi-
cally needy program. . 

The department is authorized 3670.1 personnel-years to administer 
these programs in the current year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes expenditures of $81.7 million from the General 

Fund and reimbursements for support of the department in 1987--88. This 
is a decrease of $5.9 million, or 6.8 percent, from estimated current-year 
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expenditures. Of this amount, the budget has been reduced by $728,000, 
which is approximately 1 percent of the General Fund support, as a "spe-
cial adjustment." . 

The budget proposes expenditures from all funds, including reimburse
ments, of $222.6 million. This is $8.5 million, or 3.6 percent, below estimat
ed current-year expenditures. 

The expenditure tables which follow have not been adjusted to reflect 
any potential savings in 1986-87 which may be achieved in response to the 
Governor's December 22, 1986 directive to state agencies and depart
ments to reduce General Fund expenditures. 

Table 1 identifies the department's expenditures by program and fund
ing source for the past, current, and budget years. 

Table 1 

Department of Social Services 
Budget Summary 

198!H16 through 1987-88 
(dollars in thousands) 

Actual Est. Prop. 
Program 1985-86 1986-87 1987-88 
AFDC-FG&U ...................................... $4,249 $5,105 $4,988 
AFDC-FC ............................................ 22,014 16,784 16,901 
Child Support ...................................... 7,375 8,670 9,557 
SSI/SSP ................................................ 768 807 810 
Special Adult programs .................... 277 306 309 
Food Stamps ....................... , ................ 17,445 19,412 20,788 
Refugee· programs 

Cash Assistance .............................. 2,343 2,943 2,928 
Social Services ................................ 1,545 1,453 1,344 
Targeted Assistance ...................... 853 962 972 

Child welfare services ...................... 3,597· 3,678 4,027 
County Services Block Grant.. ........ 800 709 687 
IHSS ...................................................... 2,423 2,509 . 2,316 
Employment programs .................... 25,703 4,863 5,698 
Adoptions ............................................ 6,992 7,202 7,033 
Child Abuse Prevention .................. 1,867 2,113 2,058 
Community Care Licensing ............ 25,762 32,642 30,028 
Disability Evaluation ........................ 93,429 108,275 106,861 
Administration .................................... 11,750 12,616 6,009 
Special Adjustment ............................ -728 ---

Totals ............................................ $229,192 $231,049 $222,586 
Funding Sources 
General Fund ...................................... $68,138 $78,610 $72,022 
Federal funds ...................................... 149,439 143,490 140,751 
Reimbursements ................................ 8,555 8,978 9,705 
Special Deposit Fund ........................ 2,996 0 
State Children's Trust Fund ............ 64 2 77 
Foster Family Home Insurance 

Fund .............................................. -31 31 

a Not a meaningful figure. 

Change from 
1986-87 

Amount Percent 
-$117 -2.3% 

117 .7 
887 10.2 

3 .4 
3 1.0 

1,376 7.1 

-15 ,.-.5 
-109 -7.5 

10 1.0 
349 9.4 
-22 -3.1 

-193 -7.7 
835 17.1 

-169 -2.3 
-55 -2.6 

-2,614 -8.0 
-1,414 -1.3 
-6,607 -52.3 

-728 -100.0 ---
-$8,463 -3.6% 

-$6,588 -8.4% 
-2,739 -1.9 

727 8.1 

75 NMF a 

62 NMFa 
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Proposed General Fund Changes 
Table 2 shows the changes in the department's General Fund support 

expenditures that are proposed for 1987-:88. Several of the individual 
changes are discussed later in this analysis. 

Table 2 

Department of Social Services 
Departmental Support 

Proposed 1987-a8 General Fund Changes 
(dollars in thousands) 

1986-87 expenditures (revised) ........................................................................... . 

Proposed changes 
A. Workload adjustments 

1. Expiration of limited-term positions ..................................................... . -$2,619 
2. Reduction in one-time costs ... , .................. : .............................................. . 
3. Retirement benefits ................................................................................... . 
4. One-time administrative costs-disaster relief ................................... . 
5. Full-year cost of phased-in positions ..................................................... . 

Total .............................................................................................................. .. 
B. Cost adjustments 

1. One-time grant costs-disaster relief .................................................. .. 
2 .. Special adjustment ..................................................................................... . 
3. Board of Control claims ........................................................................... . 

Total ............................................................................................................... . 
C. Program adjustments . 

1. ,Reductions due to office automation ................................................... . 
2. Net cost of hearing officer upgrades ................................................... . 
3. Foster Care rates and audit appeals-extension of limited-term 

positions ....................................................................................................... . 
4. Child support and fraud prevention activities ........ ; .......................... . 
5. Transfer of Temporary Emergency Food Assistance program ..... . 
6. Greater Avenues for Independence ..... : ............................................... . 
7. Foster Family Home and Small Family Home Insurance Fund ... . 
8. Data processing equipment.. ................................................................... . 
9. Provision of bilingual services ................................................................. . 

10. County automation and fraud prevention activities ......................... . 
11. Community Care Licensing-establishment of permanent posi-

tions .......................................... ; ................................................... : ................. . 
12. Disability Evaluation Division-increase in state program ............. . 
13. Other ............................................................................................................. . 

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

1987-88 expenditures (proposed) ....................................................................... . 
Changes from 1986-87:, 

Amount ................................................................................................................. . 
Percent ................................................................................................................... . 

Proposed Position Changes 

-1,930 
28 

-2,150 
656 

-4,613 
-728 

8 

-89 
158 

485 
93 

364 
618 
388 
101 
21 

729 

1,498 
248 
146 

$78,610 

-6,015 

-5,333 

4,760 

$72,022 

-$6,588 
-8.4% 

The budget requests authorization for 3,807.5 positions in'1987-:88. This 
is a net increase of 51.5 positions, or 1.4 percent. The proposed net increase 
reflects an increase of 143 positions and a decrease of 91.5 positions. The 
single largest increase--43.1 positions-is due to continuation of specified 
positions in the Community Care Licensing Division necessary for the 
implementation of several pieces oflegislation. Most of the decrease-60.3 
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position~reflects decreased workload in the Disability EvaluationDivi
sion. Table 3 displays the position changes proposed for 1987-88. 

Table 3 
Department of Social Services 

Proposed Position Changes 
1987-88 

Total 
Existing Proposed 

Progrl/Ill Positions Reductions Additions Positions 
AFDC-FG/U ............................................ 291.6 -11.2 10.3 290.7 
Employment Programs .......................... 46.6 11.0 57.6 

GAIN ...................................................... (36.6) (-) (11.0) (47.6) 
WIN-Demo .............. ; ............................. (10.0) (-) (-), (10.0) 

AFDC-FC .................................................. 50.2 -0.8 28.6 78.0. 
AFDC-Child Support Enforcement .... 63.5 -0.6 6.6 69.5 
SSI/SSP ...................................................... 10.5 10.5 
Special Adult programs ........................ 3.5 3.5 
Food Stamps ............................................ 286.1 -10.5 23.2 298.8 
Refugee'programs .................................. 79.5 -0.3 2.0 81.2 

Cash Assistance .................................... (25.2) (-0.3) (1.0) (25.9) 
Social Services ........... : .......................... (14.0) (-) (0.5) (14.5) 
Targeted Assistance ............................ (40.3) (-) (0.5) (40.8) 

Disability Evaluation .............................. 1,913.2 -60.3 9.8 1,862.7 
In-Home Supportive Services .............. 43.5 -0.1 1.0 44.4 
Child Welfare Services .......................... 65.2 65.2 
County Services Block Grant .............. 14.6 0.2 14.8 
Adoptions .................................................. 147.8 -2.9 0.2 145.1 
Maternity Care ........................... ; ............ 0.7 0.7 
Deaf Access .............................................. 4.7 4.7 
Child Abuse Prevention ........................ 33.4 -2.1 3.0 34.3 
Community Care Licensing ................ 589.2' -0.8 43.1 631:7 
Services to other agencies .......... ; ......... 1ll.9 -1.9 4.0 114 

Totals .................................................. 3,756.0 -91.5 143.0 3,807.5 

ANALYSIS AND RECOMMENDATIONS 

Net Changes 
Amount Percent 

-0.9 -0.3% 
11.0 23.6 

(11.0) (30.0) 
(0) ,(0) 

27.8 55.4 
6.0 9.4 

12.7 4.4 
1.1. 2.1 

(0.7) (2.7) 
(0.5) (3.5) 
(0.5) (1.2) 

-50.5 -2.6 
0.9 2.0 

0.2 
. 
1.3 

-2.7 -1.8 

0.9 2.7 
42.3 7.2 
2.1 1.9 

51.5 1.4% 

We recommend approval of the following program changes that, are not 
discussed elsewhere in this analysis: . 

• An increase of $5 million, ($346,000 General Fund) due to transfer of 
the Temporary Emergency Food Assistance program from the De
partment of Education to the Department of Social Services. 

• An increase of $1.2 million ($618,000 General Fund) for the GAIN 
program to add 1 support position and extend 10 limited-term posi~ 
tions into the budget year. 

• An increase of $1.5 million from the General Fund to convert 26 
limited-term Community Care Licensing positions to permanent sta
tus and to continue 13.5 positions for one year. 

• An increase of $1.5 million ($729,000 General Fund) for increased 
county automation and fraud prevention activities. .' . 

• An increase of $915,000 ($248,000 General Fund) to provtde for in
creased workload and medical costs as a result of the settlement in the 

. Visser v .. Kizer court· case, .' .' 
'. An increase of $886,000 ($485,000 General Fund) for continuation of 

(1) 18 limited-term positions in the Foster Care Rates Bureau and (2) 
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1.5 positions for foster care rate appeals. 
• An increase of $512,000 ($280,000 General Fund) to implement vari

ous legislative measures regarding provision of bilingual services, 
child abuse prevention training, and hearing officer upgrades. 

• An increase of $634,000 ($388,000 General Fund) for operation of the 
Foster Family Home and Small Family Home Insurance Fund. 

• An increase of $125,000 ($101,000 General Fund) for purchase of addi
tional data processing equipment. 

• An increase of $68,000 (federal funds) for additional refugee statistical 
reporting requirements. 

• An increase of $40,000 (General Fund) to review county contracts for 
provision of In-Home Supportive Services. 

• A net increase of $392,000 ($93,000 General Fund) for child support 
and fraud prevention activities. . 

• A decrease of $2.2 million (federal funds) due to (1) decreased work
load in the Disability Evaluation Division (DED) and (2) the redirec
tion of funds to establish an overtime blanket to process the 
fluctuating, ongoing DED workload. 

• A decrease of $147~000 ($89,000 General Fund) due to efficiencies 
resulting from the office automation project. 

Enhanced Federal Funding For SAWS Is Unlikely 
We recommend that the Legislature adopt supplemental report lan

guage requiring DSS to report on whether the Statewide Automated Wel
Fare System will be cost-eFFective !lased on data From the San Diego 
automated intake and benefit computation pilot project. 

The 1987-88 budget proposes a total of $13.4 million ($5.3 million Gen
eral Fund) to support county costs associated with the development of the 
Statewide Automated Welfare System (SAWS) project. In addition, the 
budget requests $294,000 ($108,000 General Fund) in order to continue 
seven limited-term positions within the department that work on SAWS. 
The purpose of the project is to automate county welfare department 
operations in a manner that allows local control over the actual design and 
operation of the computer system. 

The budget assumes that the federal government will fund 50 percent 
of these automation costs. The federal government, however, will fund 90 
percent of these costs if it has approved a state's proposal for a statewide 
automated system. During the design of SAWS, the department attempt
ed to obtain this higher level of federal funding in order to reduce the cost 
of the project to the state and county governments. 

The DSS advises, however, that the federal government probably will 
not approve the state's request for enhanced funding. According to the 
department, the federal government does not consider the SAWS ap
proach-where counties are free to design local computer systems within 
the framework provided by DSS-to be a statewide computer system. 

The DSS estimates that the cost of SAWS will total roughly $200 million 
when complete. Since the state's share will likely total at least 25 percent 
of that amount, or $50 million, we believe that the Legislature needs 
information on the costs and benefits of the proposed system before large 
amounts of General Fund monies are invested. 

In . light of the significant fiscal effects of this project, DSS needs to 
carefully plan the next steps in the design of SAWS. The department is 
beginning a four-county pilot of the main SAWS component-automated 
intake and benefit computation. While we believe that automating these 
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activities will result in administrative savings, there are a number of ways 
to approach the task. The pilot project will test one such approach. A 
slightly different approach has been implemented already in San Diego 
County. According to DSS, San Diego County will complete a post-im
plementation evaluation of this project by December 1987. The evaluation 
will examine the cost-effectiveness of the San Diego approach to automa
tion. 

We think the findings from San Diego will provide valuable insight into 
the cost-effectiveness of both the San Diego and the state's pilot project 
approach to automating welfare department operations. The two ap
proaches are sufficiently similar that the findings from San Diego will 
generally apply to the state's pilot, as well. We recorrimend approval of the 
four-county pilot; we also think that the results from San Diego will allow 
any adjustments that might be needed to maximize the cost-effectiveness 
of SAWS. 

Therefore, we recommend that the Legislature adopt supplemental 
report language requiring DSS to report on whether SAWS will be cost
effective from the state's perspective based on the cost and benefits of the 
San Diego automated intake and benefit computation pilot project. 

The following language is consistent with this recommendation: 
'The Department of Social Services shall report to the fiscal committees 

and the Joint Legislative Budget Committee by January 1987 on the costs 
and benefits of the automated intake and benefit computation pilot 
project conducted in San Diego. This report also shall discuss the implica
tions of the results in San Diego on the proposed design of the Statewide 
Automated Welfare System (SAWS) project. The department shall use 
the data from San Diego to project the cost-effectiveness of SAWS to the 
state." 

Funds for Increased Day Care Licensing Should be Budgeted in This Item 
We recommend that $951~OOO be trimsferred from Item 5180-151-001 to 

thi .. item in order to handle increased day care licensing workload which 
will result from implementation of the GAIN program. (Increase Item 
5180-001-001 by $951~OOO.) 

In our analysis of the budget for the Greater Avenues for Independence 
(GAIN) program, we recommend that $951,000 be transferred from Social 
Services programs (Item 5180-151-001) to departmental support (Item 
5180-001-001). We make this recommendation in order to more properly 
reflect where funds for day care licensing should be budgeted. According
ly, we recommend that $951,000 be transferred from Item 5180-151-001 to 
the departmental support budget. 

Saturated Work Initiative Model 
Chapter 1314, Statutes of 1985, requires DSS to report to the Legislature 

on the success of San Diego County's Saturated Work Initiative Model 
(SWIM) project in helping AFDC recipients find a job and become self
supporting. The legislation also requires the Legislative Analyst to com
ment on the report's findings and conclusions. The department issued its 
first report in December 1986. A final report is due in December 1987. 

The design of the SWIM project is quite similar to that of the GAIN 
program, with two major differences. First, the two programs provide 
services in a different order. The GAIN program provides education and 
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job search training first and then provides skill training and work experi
ence for those individuals who do not find a job during the job search 
component. The SWIM project begins with job search and work experi
ence and delivers education and training for those who are not employed 
after job search. Second, the two programs serve slightly different groups 
of AFDC recipients. The SWIM project serves only AFDC recipients who 
are required to participate in job search activities. In contrast, the GAIN 
program will serve both recipients and new applicants for AFDC. 

The first report on the SWIM project primarily discusses the status of 
the project and the design of the evaluation, and therefore, makes no 
findings or recommendations. According to the report, all participants 
who will comprise the experimental and control groups have been regis
tered. As of October 1986, members of the experimental group were 
receiving services or had completed participation requirements. Because 
of the design of the evaluation, members of the control group are receiv
ing no special services. During the next year, the employment and earn
ings histories of participants in both groups will be measured. The 
December 1987 report will discuss thek experience and evaluate the ef
fectivenessofSWIM services. We will address these issues in our Analysis 
of the 1988-89 Budget. 

Department of Social Services 

AID TO FAMILIES WITH DEPENDENT CHILDREN 

Item 5180-101·from the General 
Fund and the Federal Trust 
Fund Budget p. HW 151 

Requested 1987-88 ........................................................................ $1,985,342,000 a 

Estimated 1986-87 ............................................................................ 1,952,302,000 
Actual 1985-86 ......................................................................... , ....... ; 1,789,787,000 

Requested increase $33,040,000 (+ 1.7 percent) .. 
Total recommended increase .............. ~....................................... $23,400,000 

a Includes $34,215,000 in Item 5180-181-001 (c) to provide a 3.6 percent eost-of-living adjustment effective 
January 1, 1988. 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-10l-001-Payments for children 
5180-101;89O,-Payments for children 
5180-181;001 (c)-Cost-of-Iiving adjustment 
5180-181 :a90-Cost-of-living adjustment 

Total 

Fund 
General 
Federal 
General 
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

Amount 
$1,951,127,000 
(1,929,487,000) 

34,215,000 
(37,949,000) 

$1,985,342,000 

AnalYSis 
page 

1. Aid to Families with Dependent Children-Family Group 
(AFDC-FG) Caseload. Recommend the Department of So-

730 
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cial Services advise the fiscal committees of its plan to incor
porate additional economic and noneconomic factors in its 
May revision estimate of AFDC-FG caseloads. 

2. Grant Savings From Fraud Reduction and Other Activities. 
Recommend the Department of Social Services provide the 
fiscal committees with specified information documenting a 
proposed increase in AFDC grant savings. 

3. Greater A venues Eor Independence (GAIN) Grant A void
ance Savings. Increase Item 5180-101-001 by $23.4 million 
and Item 5180-101-890 by $27.4 milJjon. Recommend 
augmentation of $54.8 million ($23.4 million General Fund, 
$27.4 million federal funds) budgeted as grant avoidance 
savings resulting from the GAINprogram because the de
partment cannot. provide data to show that these savings 
can reasonably be· expected to materialize: 

4. Adoption Assistance Programs. Recommend that the Legis
lature adopt supplemental report language requiring the 
department to collect specific information on the Adoption 
Assistance programs. 

GENERAL PROGRAM STATEMENT 

732 

734 

736 

The Aid to Families with Dependent Children (AFDC) program pro
vides cash grants to certain families and children whose income is not 
adequate to provide for their basic needs. Specifically, the program pro
vides grants to needy families and children who meet any of the following 
criteria: 

AFDC-FG. Families are eligible for grants under the AFDC-Family 
Group (AFDC-FG) program if they have a child who is financially needy 
due to the death, incapacity, or continued absence of one or both parents. 
In the current year, an average of 498,800 families each month will receive 
grants through this program. 

AFDC-U. Families are eligible for grants under the AFDC-Unem
ployed Parent (AFDC-U) program if they have a child who is financially 
needy due to the unemployment of one or both parents. In the current 
year, an average of 78,200 families each month will receive grants through 
this program. . 

AFDC-FC. Children are eligible for grants under the AFDC-Foster 
Care (AFDC-FC) program if they are living with a licen.sed or certified 
foster care provider under a court order or a voluntary agreement 
between the child's parent(s) and a county welfare or probation depart~ 
ment. In the current year, an average of 39,600 children each month will 
receive grants through this program. 

In addition, the Adoption Assistance program provides cash grants to 
parents who adopt children who have special needs. In the currenlyear, 
an average of 4,000 children each month will receive assistance through 
this program. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes expenditures of $1,985,342,000 from the General 

Fund for AFDC cash grants in 1987--88. This amount includes $1,951,127,-
000 in Item 5180-101-001 and an additional $34,215,000 requested in Item 
5180-181-001 (c) to provide a 3.6 percent cost-of-living adjustment (CO
LA) effective on January 1, 1988 to AFDC-FG and AFDC-U grants. The 
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Recipient 
Category 
Family Group ......... . 
Unemployed par-

ent ..................... . 
Foster Care b •••••••••• 

Adoption program .. 
Child support 

incentive pay-
ments to coun-
ties ..................... . 

Child support col-
lections ............. . 

Subtotals ......... . 

AFDC cash grants 
to refugees 

Time-expired ..... . 
Time-eligible ....... . 

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

General 

Table 1 
Expenditures for AFDC Grants by Category of Recipient 

1985--86 through 1987-418 
(dollars in thousands) 

Actual 1985-86 Estimated 1986-87 

Federal County Total General Federal County Total General 

Proposed 1987-88" 

Federal County Total 
$1,329,759 $1,555,878 $158,321 $3,043,958 $1,434,894 $1,572,933 $173,031 $3,180,858 $1,443,179 $1,571,231 $174,181 $3,188,591 

281,094 325,474 33,514 640,082 286,323 357,112 34,566 678,001 285,910 350,164 34,539 670,613 
231,687 78,250 12,371 322,308 269,214 83,523 14,428 367,165 292,948 89,056 15,703 397,707 

9,153 1,401 10,554 12,107 3,936 16,043 14,851 5,638 20,489 

lO,298 20,799 -31,097 15,530 22,759 •. -38,389 17,586 23,815 -41;401 

-72,204 -76,419 -8,477 -157,100 -65,866 -69,184 -7,713 "':142,763 -69,132 -72,468 -8,078 -149,678 

$1,789,787 $1,905,383 $164,632 $3,859,802 $1,952,302 $1,971,079 $175,923 $4,099,304 $1,985,342 $1,967,436. $174,944 $4,127,722 

(135,085) (148,888) (16,302) (300,275) (154,007) (177,564) (18,572) (350,143)(174,707) (201,430) (21,069) (397,206) 
(91,673) __ (91,673) (85,328) (85,328) . (79,263) (79,263) 

$1,789;787 $1,905,383 $164,632 $3,859,802 $1,952,302 $1,971,079 $175,923 $4,099,304· $1,985,342 $1,967,436 $174,944 $4,127,722 

"Includes 3.6 percent cost-of-living adjustment effective January 1, 1988. 
b Does not include reimbursements from the State Department of Education for severely emotionally disturbed children. 
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budget does not propose to provide a COLA in the rates paia to foster care 
providers. The total General Fund request for AFDC grants represents an 
increase of $33.0 million, or 1.7 percent, from estimated 1986-87 expendi
tures. 

As shown in Table 1, total expenditures from all funds for AFDC cash 
grants are budgeted at $4.1 billion in 1987-88. This is $28.4 million, or 0.7 
percent, above estimated current-year expenditures. 

The AFDC-FG program accounts for $3.2 billion (all funds), or 75 per
cent, of total estimated grant costs under the three major AFDC programs 
(excluding Child Support Collections) . The Unemployed Parent program 
accounts for 16 percent of the total and the Foster Care program accounts 
for 9 percent. 

Table 2 shows the factors resulting in the net increase of $33,040,000 in 
General Fund support proposed for the AFDC program in 1987-88. As the 
table shows, the largest cost increases projected for the budget year are 
attributable to: 

• Anticipated increases in AFDC-FC caseloads ($23.7 million) . 
• Increasing AFDC-FG and AFDC-U caseloads projected for 1987-88 

($21.3 million). 

Table 2 

Proposed 1987-88 General Fund Changes for AFDC Grants 
(dollars in thousands) 

Cost 
1986 Budget Act ....................................................................................................... . 
Adjustments to Appropriation -
1. Caseload increase 

a. AFDC-FG and u ............................................................................................ .. $35,641 
b. AFDC-FC 

1) Foster Family Home ............................................................................... . 11,411 
2) Group Home ............................................................................................. . 2,897 
3) Other ........................................................................................................... . 1,302 

Subtotal ............................................................................................................. . 
2. Court Cases ........................................................................................................... . 
3. Fraud Early Detection/Prevention ................................................................. . 
4. Child support collections ................................................................................... . 
5. Other adjustments ...... : ........................................................................................ . 

Total adjustment to appropriation ................................................................. . 
1986-87 expenditure (revised) ............................................................................. . 
1987-88 Adjustments 
1. Statutory 1987-88 cost-of-living adjustment... ................................................ . $66,316 

Adjustment for January 1, 1988 effective date ............................................. . -32,101 

Net cost-of-living adjustment ........................................................................... . 
2. Caseload increase 

a. AFDC-FG and U ............................................................................................. . $21,327 
b. AFDC-FC 

1) Foster Home ........................ ; .................................................................... . 
2) Group Home ................................................................. : ..... -...................... . 

10,166 
3,208 

3) SED Children ........................................................................................... . 11,560 
4) Other ........................ , .................................. , .... -........................................... . -1,200 

Subtotal ............................................................................................................. . 
3. State and federal legislation 

a. Ch 1075/86 (Supplemental Payment) ....................................................... . 2,231 

Total 
$1,874,108 

51,251 
15,505 
1,865 

11,143 
-1,570 
78,194 

$1,952,302 

34,215 

45,061 
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b. Ch 1441/84 (Technical Overpayment) ...................................................... 9 . 
c. Ch 1151/83 (Bonus Child Support Incentive) ........................................ 384 
d. HR 4179 DEFRA.............................................................................................. -112 

Subtotal ............................................................ : ................................................ . 
4. Court cases ............................................................................................................ .. 
5. Increased Grant Savings/Fraud Detection 

a. Fraud Early Detection/Prevention .......................................................... .. 
b. Asset Clearance Match ................................................................................ .. 
c. Income/Eligibility Verification .................................................................. .. 
d. Greater Avenues for Independence ........................................................ .. 

Subtotal ........................ : ................................................................................... .. 
6. Child support collections ................................................................................... . 
7. Child support incentives .................................................................................. .. 
8. Other adjustments ............................................................................................... . 

Total adjustments ...................................... : ......................................................... .. 
1987-88 expenditure (proposed) ............................... , .......................................... .. 
Change from 1986 Budget Act: 

Amount ................................................................................................................... . 
Percent .................................................................................................................. .. 

Change from 1986-87 estimated expenditure: 
Amount ........ ; ................................................. :, .............. ; ....................................... .. 
Percent .......................... , ........................................................................................ . 

-5,670 
263 

-2,384 
-40,205 

-3,266 

2,512 
-2,600 

-47,996 

1,572 
3,542 

33,040 
$1,985,342 

$111,234 
5.9% 

$33,040 
1.7% 

These increases are partially offset by reductions attributable to: 
• Grant savings resulting from implementation of the Greater Avenues 

for Independence (GAIN) program ($40.2 million). 
• Grant savings resulting from increased welfare fraud detection and 

prevention activities ($5,670,000). . 
• Increased child support collections ($3,266,000). 
Table 2 shows that the $33,040,000 increase proposed for 1987-88 repre

sents a 1.7 percent increase over the department's revised estimate of 
General Fund expenditures in the current year. The level of expenditures 
proposed in the budget, however, is $111.2 million, or 5.9 percent, above 
the amount appropriated by the 1986 Budget Act. 

Large Current-Year Increases in Estimated AFDC Grant Costs. 
The department estimates that General Fund expenditures in the current 
year will exceed the amount appropriated in the Budget Act by $78.2 
million. This increase results from (1) AFDC caseloads that are 1.6 percent 
higher than the caseloads assumed in the 1986 Budget Act ($35,641,000), 
(2) . unbudgeted costs caused by a loss in federal funding for costs stem
ming from a judgment against the state in the Simon v. McMahon court 
case ($14.6 million), (3) higher-than-anticipated increases in foster care 
caseloads ($15.6 million), and (4) lower-than-anticipated child support 
collections ($11.1 million). 

Caseloads and Grants 
Modest Caseload Increases. Table 3 shows that in 1987-88 AFDC 

caseloads are expected to increase by 13,240 persons, or 0.8 percent, from 
the revised estimate of caseloads in 1986-87. As the table shows, this in
crease reflects an addition of 14,500 persons, or 1.1 percent, in the AFDC
FG program, a reduction of5,300 persons, or 1.5 percent, from the AFDC
U caseload, and an increase of 3,500 children, or 8.8 percent, in the AFDC-
FC program.· .. 
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Table 3 

Aid to Families with Dependent Children 

Item 5180 

Average Number of Persons Receiving Assistance Per Month 
1985-86 through 1987-88 

ChangeErom 
Actual Est. Prop. 1986-87 

Program 1985-86 1986-87 1987-88 Number Percent 
AFDC-Family Group .......................................... 1,291,810 1,329,500 1,344,000 14,500 1.1% 
AFDC-Unemployed Parent ................................ 343,810 357,700 352,400 -5,300 -1.5 
AFDC-Foster Care .............................................. 36,119 39,600 43,100 3,500 8.8 
Adoption Assistance program ............................ 3,399 4,000 4,540 540 13.5 
Refugees' 

-Time-eligible .................................................. (58,110) (58,800) (55,800) (-3,000) -5.1 
-Time-expired .................................................. (166,450) (185,500) (206,300) (20,800) 11.2 

Totals ................................................................ 1,675,138 1,730,800 1,744,040 13,240 0.8% 

a Grants to refugees who have been in the United States less than 31 months (time-eligible) are· funded 
entirely by the federal government. Time-expired refugees-those who have been in the United 
States longer than 31 months-may qualify for and receive AFDC grants supported according to the 
normal sharing ratio. 

Maximum Payment Levels. Table 4 shows the maximum grant lev
els in 1986-87 for selected family sizes under the family group and unem
ployed parent components of the AFDC program_ The table also shows 
the maximum grant levels for 1987-88, based on the cost-of-living adjust
ment (COLA) proposed in the budget_ 

Table 4 

Maximum AFDC~FG and AFDC-U Grant Levels 
1985-86 through 1987-88 

Family Size 1985-86 
1............................................................................................................ $288 
2............................................................................................................ .474 
3 ............................................................................................................. 587 
4............................................................................................................ 698 
5............................................................................................................ 796 

1986-87 
$303 
498 
617 
734 
837 

1987-88" 
Amount Change 

$314 $11 
516 18 
639 22 
760 26 
867 30 

a Represents benefit levels after the proposed 3.6 percent cost-of-living adjustment takes effect on January 
1,1988. 

State law requires that AFDC grants be increased on July 1 of each year 
in order to adjust for the effects of inflation on the purchasing power of 
the grants. Under current law, AFDC COLAs are based on the increase 
in the California Necessities Index (CNI). The 1987-88 budget proposes 
a half-year COLA that would increase grants by the increase in the CNI
estimated at 3.6 percent-effective January 1, 1988. 

ANALYSIS AND RECOMMENDATIONS 
AFDC Caseload Estimating Process Needs Further Refinement 

We recommend that prior to budget hearings, the department advise the 
fiscal committees of its plan to incorporate additional economic and 
noneconomic factors in its May revision estimate of AFDC-FG caseloads. 

The budget proposes total expenditures of $3.2 billion (including the 
cost of the proposed 3.6 percent half-year COLA) in 1987-88 for cash 
grants to AFDC-FG recipients. This proposal assumes an average monthly 
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"basic" caseload of 506,400 AFDC-FG cases, which represents 1,350,600 
persons on aid. (The basic caseload represents the department's estimate 
of caseload before including effects of policy or program changes.) . This 
is an increase of 1.5 percent above estimated current-year basic caseloads. 

Compared to recent experience, a caseload increase of 1.5 percent 
would represent a significant reduction in the growth of the AFDC-FG 
program. For example, theriumber of persons. on aid increased 3 percent 
between 1984-8.5 and 1985-86. Moreover, the department estimates that 
AFDC-FG cases will increase by 2.8 percent between 1985-86 and the 
current year. Thus, 1987-88 caseloads are projected to grow at roughly half 
the existing rate of increase. Ifrecent caseload trends prevail, however, 
caseload growth will add $27 million to General Fund expenditures in the 
budget year. 

DSS Improves Projection Techniques. The department advises that 
its caseload projections for 1987-88 are based solely on anticipated changes 
in the state's population. According to DSS, that portion of the population 
that is most likely to receive AFDC-FG benefits-women aged 20 to 44-:-is 
expected to grow at a significantly slower rate during the next few years. 
In addition, the department states that the ethnic makeup of this popula
tion· is expected to change as well: the proportion of white and Asian 
women in this group is projected to decrease, while Hispanic and black 
representation is expected to increase. 

The DSS also anticipates that the rate at which these different groups 
receive aid will change. The department cites data demonstrating a 
changing caseload mix between 1979 and 1982 as evidence that the rates 
at which different ethnic gr()UPS receive AFDC-FG benefits continues to 
change over time. By projecting these three trends-slowing population 
growth, changing ethnic corriposition of the population, and changing 
rates of AFDC-FG grant recipiency-the department determined that 
the growth in AFDC-FG cases would slow dramatically. 

This method of projecting caseloads represents a significant departure 
from the past. Previously, the DSS based its caseload projections solely on 
past caseload trends. As a result, the department did nottake into consid
eration those factors that caused changes in the growth of the program. 
We believe the department should be commended for taking a major step 
toward understanding the trends that cause change in the program. 

Improvements Still Needed. While we recognize that the depart
ment has iinproved its estimating techniques for the AFDC-FG caseload, 
we believe that further refinements are needed before the; Legislature 
can feel confident that this methodology provides reliable estimates. Spe
cifically, we believe the following steps should be taken: 

• The Department Should Obtain More Recent Data on the Ethnic 
Composition of the AFDC-FG Caseload.. The department's most 
recent information dates from 1982. Based on this data, the DSS es
timated the ethnic composition of thecaseload in 1987-88. The de
partment, however, had to make arbitrary assumptions regarding the 
rate of change in ethnic composition in order to obtain this projection . 

. We believe that more recent data on the ethnic mix of the caseload 
would substantially improve the likelihood that the department's 

. budget estimate will be reliable. The DSS advises that it is collecting 
more recent data, which will be available to refine the budget-year 
estimate for the May revision. . 

• The Department Should Investigate the Impact of Other Economic 
and Noneconomic Factors 011 Regional AFDC-FG Caseload Trends. 
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Our analysis suggests that a number of other factors such as changes 
in refugee caseloads and economic conditions significantly affect pro
gqUD growth. In addition, our analysis suggests that an understanding 
of the causes of program growth can only be obtained by analyzing 
:egionaJ caselo~d trends. In s0II1;e respects, the st~te AFDC program 
IS an. aggregation of many reglOnal programs,mfluenced by local 
economic conditions, population growth, and attitudes towards work 
and welfare. Because ?f the su~stantial diversity in the st~te, no one 
model can aptly descnbe the different trends that occur m all areas. 
Therefore, if the DSS wantslo further improve its budget estimates, 
we believe that its investigation should include an analysis of regional 
caseload trends. 

We think these steps are desirable. Not only will the department's 
budget estimates improve, but so will its understanding of how the AFDC
FG program }Vorks. While the department's efforts to this point have 
improved the understanding of this program, we feel further investigation 
is warranted. Therefore, we recommend that prior to budget hearings, the 
department advise the fiscal committees on its plan to incorporate addi
tional economic and noneconomic factors in its May revision estimateo£. 
AFDC-FG caseloads. ., 

Gra~t Savings Are Overestimated 
We recommend that prior to budget hearings~ the department provide 

the fiscal committees with (1) additional documentation justifying the 
projected increase in the productivity of county fraud early detection 
programs and (2) an unduplicated count of total grant saVings that realisti
cally can be attained by specified activities. 

The budget contains at least seven program activities that the depart
ment estimates will resultin savings to the AFDC program. These savings 
will result due to (1) a reduction in the amount of grants provided to some 
recipients or (2) a reduction in the expected AFDC caseloads. The budget 
separately identifies five of these activities, which will result in total sav
ings of $194 million in AFDC grants ($84,2 million General Fund). This 
represents 4.6 percent of AFDCgrants budgeted for 1987-88. The depart
ment assumes that the budgetary impact of the other two activities is 
included in the estimate of the basic caseloadcosts. The five activities for 
which the department has· separate fiscal estimates are as follows: 

• Greater Avenues for Independence (GAIN). The budget esti
mates grant savings of $129.9 million in all funds ($55.6 million Gen
eral Fund) resulting from the GAIN program . 

..• Fraud Early Detection (FRED) Program. The FRED program is 
designed to detect and prevent fraud at the time anindividual applies 
fot AFDC and/ or food stamp benefits. The budget projects grant 
savings totaling $48.4 million ($21.7 million General Fund) due to this 
program;. 

• Asset Clearance Match. This activity reviews Franchise Tax 
Board files for. unreported interest or dividends owed by AFDC 
recipients. The budgeh~stimates grant savings of $10 million ($4.5 
million General Fund) due to these matches. 

• Income and Eligibility Verification System (IEVS). A federally 
mandated asset and.income verification system is anticipated to save 
$5.4 million ($2.4 million General Fund). 
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• Statewide Automated Welfare Systems. Automation of a central
ized data base designed to reduce the incidence of a person collecting 
AFDC simultaneously in two counties is estimated to save $208,000 
($93,000 General Fund). 

In addition to these five activities, there are two additional activities that 
result in grant savings, as follows: . 

• Payment Verification System. This system checks AFDC recipient 
records to ensure that specified government benefits, such as Unem
ployment Insurance, were reported by the recipient. 

• Integrated Earnings Clearance. The earnings clearance system 
notifies counties of recipient earnings that exceed a specified level in 
order to ensure the income was reported by the recipient. 

Based on our review,we have the following concerns with the depart
ment's estimate of savings. 

FRED Savings Are Based on Overly Optimistic Assumption. The· 
grant savings attributed to FRED are based on DSS' assumption· that 
county fraud investigators will increase the number of cases terminated 
from aid by 1.5 cases per month during 1986-87 and ari additional 1.5 cases 
per month in the budget year. This would be a40 percent increase in 
productivity above the level achieved during 1985-86, and result in an 
additional $12.6 million ($5.7 million General Fund) in budgeted savings 
for 1987-88. 

The department advises that this assumption is based on productivity 
increases experienced by three counties that first implemented the FRED 
program. According to DSS, county programs become more productive as 
they gain experience in detecting fraud. At the time this analysis was 
prepared, data that might confirm the department's expected productiv
ity improvements during 1986-87 were not available. The DSS advises this 
inf~rmatio? willbe .available in .early March. In light of the large two-year 
prOjected Increase In grant savmgs, however, we cannot recommend ap
proval of the proposed increase in grant savings until actual data confirm 
the trend toward higher productivity. For this reason,we recommend the 
department submit to the fiscal committees prior to budget hearings (1) 
the monthly amount of grant savings due to FRED that occurred during 
1986 and (2) an assessment of whether actual savings achieved during the 
first six months of 1986-87 is consistent with the revised current-year 
projection of FRED investigator productivity. . .. 

The Budget Overestimates the Net Impact of All These Activities. 
The department indicates that each of the savings estimates discussed 
above are determined separately from each other. According to the de
partment, the grant savings included in the budget represent only the 
additional savings that reasonably can be a.ttributed to each activity. 

Nevertheless, our analysis indicates that the budget double-counts the 
grant savings resulting from the reduction of an unknown number of 
cases. This is because the department's estimates do not explicitly consider 
the effect that each fraud reduction activity may have on the sameindivid
ual. For example, the department believes that GAIN will deter anindi" 
vidual who works-but does not report earnings to the county welfare 
department-from applying for aid. This because the mandatory partici
patiolY requirements ofthe GAIN program would make it difficult for a 
person to work and participate in the GAIN program. Without GAIN, the 
same individual might have applied for aid, but have had his or her un
reported earnings detected by the Integrated Earnings Clearance system 
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·or the FRED program. Because of the way the department estimated 
grant savings, the budget would count the savings from this person twice. 

In addition, many of these activities are very similar in nature. The IEVS 
program, for instance, will verify recipient income and assets to ensure 
that all income is reported. The Integrated Earnings Clearance and Asset 
Clearance Match programs also verify this information. While DSS in
dicated that each estimate 07 grant savings constituted only the additional 
savings associated with each specific activity, the department could not 
provide data to document this claim. . ' 

We think the budget should reflect an estimate of grant savings that 
includes an unduplicated count of the net savings that realistically can be 
attained. Therefore, to ensure that grant savings are not overestimated, 
we recommend that prior to budget hearings, the department provide to 
the fiscal committees a reconciliation of its estimates of AFDC grant sav
ings that result from specified program activities. 

GAIt\! Grant Avoida~ce Estimate, Lacks Credibility 
We recommend an augmentation of$54.8 million ($23.4 million General 

Fund, $27.4 million federal funds) budgeted as grant avoidance savings 
resulting from the GAIN program because the department can provide no 
data to show that these savings can reasonably be expected to occur. 
(Increase Item 5180-101-001 by $23.4 million and. Item 5180-101-890 by 
$27.4 million.) 

As discussed above, the 1987-88 budget estimates that the GAIN pro
gram will result in AFDC grant savings that total $129.9 million ($55.6 
million General Fund). Of this amount, $75.2 million in saviI]gs ($32.2 
million General Fund) is due to individuals finding jobs as a result of 
education and training services provided under the program. The remain
ing $54.8 million ($23.4 million General Fund) is due to "grant avoidance" 
-savings resulting from people who do not apply for aid or who terminate' 
aid rather than participate in the program. 

The department's estimate of grant avoidance savings is based on its 
assumption that 6 percent of mandatory GAiN participants will (1) never 
apply for aid or (2) terminate aid during the year. According to the 
department, these families have other sources of income on which they 
can depend in lieu of collecting AFDC benefits. For example, the depart
ment believes that families receiving income that is not reported for tax 
purposes would be discouraged from applying for grants due to GAIN 
participation requirements. . 

We believe that the departn;lent's arguments are not sufficiently con
vincing to warrant a reduction in anticipated AFDC grant expenditures 
of $54.8 million. First, the department could not demonstrate that any 
grant avoidance will' take place. When' asked to justify its estimate, DSS 
could not provide data to substantiate its claim. Indeed, we believe it is 
possible that the GAIN';program may increase AFDC caseloadsin the 
short run if individuals who would not ordinarily apply for aid register in 
order to take advantage of the program's training and education compo
nents. 

Second; the department could not provide data indicating that 6 per
cent of all mandatory program participants is the appropriate figure to 
include in the budget. The department advises that its estimate represents 
an educated guess of the actual figure. The department further indicates 
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that it does not expectto obtain actual data in the near future to substanti
ate its estimate. We believe the only possibility of obtaining actual data is 
through the study of the GAIN program by the Manpower Demonstration 
Research Corporation. At the earliest, however, this data will not be avail
able until 1990 . 
. . Without data to buttress it assertions, the estimate of grant avoidance 

included in the 1987-:-88 budget is without foundation. Programs such as 
the Employment Preparation Program (EPP) have proven that the GAIN 
program can help reduce the level of AFDC expenditures by requiring 
participation injob search and training programs. We think that the 1987-
88 savings estimate that is derived from tlie EPPexperience has a solid 
analytical foundation. The department's assertion that 6 percent of the 
mandatory caseload-in addition to the savings demonstrated by EPP
will voluntarily terminate or be discouraged from applying for aid, howev
er, has never been demonstrated. 

Therefore, since there is no data to suggest that the $54.8 million savings 
included in the 1987-88 budget represents a realistic estimate of savings 
that will be realized, we recommend that the fiscal committees increase 
Item 5180-101 for the support of AFDC grants by $54.8 million ($23.4 
million General Fund, $27.4 million federal funds). 

ADOPTION ASSISTANCE PROGRAMS 
The Department of Social Services currently administers two programs 

which assist in the adoption of children. The Aid for Adoption of Children 
. (AAC) program provides cash grant payments to adoptive parents of 
children with "special needs." The payments are available for up to five 
years with the possibility of an extension if the child's special needs war
rant it. The AAC program is funded solely from the General Fund. Cur
rently, this program is being phased out and is being replaced by the 
federal Adoption Assistance Program. 

The Adoption Assistance Program (AAP) was implemented in October 
1982 by P.L .. 96-272 and SB 14 to provide federal assistance to the states in 
the adoption of childreniwith special needs. Under the AAP, assistance is 
not limited to five years. Instead, adoptive parents may receive assistance 
until their child is 18 years of age or until age 21, if thEl child has a chronic 
condition that requires extended assistance. All special needs children 
who received assistance for the first time after October 1982 fall under the 
.AAP. . 

The adoption agency (state, county, or private) is responsible for deter
mining the eligibility of the child for the AAP / AAC program and the 
amount and duration of the grant for the child. A child is determined to 
have special needs if he or she is legally free for adoption and, without 
assistance, would be difficult to place in an adoptive home for one of the 
following reasons: 

• Age, three years or older. 
• Race, ethnic background, color, or language. 
• Physical, mental, emotional, or medical handicaps, or adverse paren

tal background. 
• Membership in a sibling group which should remain intact. 
The needs of the child, resources of the family, and available community 

resources must be considered when determining the amount and duration 
of the grant. Decisions regarding the amount and duration of the grant 
must be agreed to by the parents. 
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Adoption Assistance Programs Need Better Oversight 
. We recommend that the Legislature adopt supplemental report lan

guage requiring the department to collect specific information regarding 
the recipients of AAP / AAC and submit a report by December 1~ 1987 with 
its conclusions and recommendations regarding the need for stricter stand
ards. for determining the amount and duration of the grant. 

Based on our review,. we have two concerns with the department's 
oversight of the program. First, the department has inadequate informa
tion to explain the reasons for the increase in costs associated with this 
program. Second, the department has not established guidelines for adop
tion workers to use when determining the amount and duration of the 
grant. . 

Chart 1 

Adoption Assistance Program/Aid for Adoption 
of Children Expenditures by Fund (in millions) 

• General Fund 

o Federal Funds 

80-81 81-82 82-83 83-84 84-85 85-86 86-87 87-88 
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Department Lacks Adequate Caseload and Grant· Information. 
Chart 1 shows the growth in expenditures for the AAP / AAC program 
from 1980-81 through 1987-88. During this period, General FUnd expendi
tures increased at an average annual rate of 26 percent. The budget esti
mates that costs will increase by 23 percent between the current and 
budget years. . . . . , , 

The department indicates that this increase is due to growth in case
loads, grant amounts, and duration of payments. The department, howev
er, has little information available to explain why the caseloads of this 
program are increasing. In fact, there is reason to believe that the case
loads of the AAC component of this program should be decreasing, not 
remaining constant as projected by the department. This is because this 
program began to phase-out in October 1982~ Because the department has 
no available information on the AAC cases, there is no way to accurately 
identify the number of AAC cases that should be dropping from the 
current caseload. 

The department also lacks adequate information on thCO) causes for the 
current or projected increases in grant costs for this program. The depart
ment estimates that the average monthly grant for AAP / AAC will in
crease by nearly 13 percent during 1987-88. Such an increase could be due 
to several factors such as (1) an increasing number of children with more 
serious handicaps, (2) an increase in the number of foster parents who 
adopt children, or (3) lack of guidance for social workers in determining 
grant size and duration. The department, however, does not know what 
factors explain the increasing grant costs because it has no information 
regarding the characteristics of recipient families, the resources available 
to the families, or the particular needs of the child. 

Department Lacks Guidelines for Grant Awards. Currently, there 
are no specific standards for adoption workers to use when determining 
the amount and duration of the grant award. The only requirement is that 
the resources of the family and the community be "considered" in deter
mining the grant amount. This lack of guidelines may result in inequitable 
grant awards to adoptive parents. To the extentthat increasing costs are 
the result of inappropriate grant awards, a stricter standard for, awards 
may be necessary. . .. 

Although current law prohibits the department from using an income 
test in order to determfue eligibility for the AAP / AAC program, the 
department is allowed to use an: income test in order' to determine the 
amount and duration of the grant award. W.ebelieve that such guidelines 
would assure a more equitable distribution of grant payments and would 
allow the department some control over the costs of this program. 

Department Needs Better Information and Guidelines. Based on 
our analysis, we conclude that the lack of information regarding the AAP / 
AAC program and the lack of guidelines for adoption workers makes it 
difficult for the department to assure equitable assistance for adoptive 
parents and to accurately assess and control the costs, of the program. In 
order to address these problems, the department should collect and ana
lyze information regarding the recipients' of assistance under the AAP / 
AAC program. This information should include the following for recipi-
ents of each program: "i '. 

~ Range of grant amount. 
• Reason for payment. 
• Characteristics of those families and children receiving payments, 
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including the' number of children who are classified as severely emo
tionally disturbed. 

• Length of payment. 
Based on analysis of this information, the department should provide 

the LegislatlJre with recommendations regarding the need for stricter 
standards for determining the amount and duration of the grant award. 

To ensure that this occurs, we recommend that the Legislature adopt 
the following supplemental report language: .. 

"The Department of Social Services shall report to the Legislature by 
December 1, 1987 on the characteristics of recipients of assistance under 
the Adoption Assistance Program/Aid for Adoption of Children pro
gram. The report' shall include, but not be limited to, the following 
information, by program: 
". Range of grant amount payments. 
". Reason for payment. 
". Characteristics of those families and children receiving payments, 

including the number of children who are classified as severely emo~ 
tionally disturbed. ' 

". Length of payment. 
"Based on an analysis of this information, the report should include 

recommendations regarding the need for stricter standards for deter
mining the amount and duration of the grant award." 

Department of Social Services 

STATE SUPPLEMENTARY PROGRAM FOR THE AGED, BLIND, 
AND DISABLED 

Item 5180-111 from the General 
Fund and Federal Trust Fund Budget p. HW 152 

Requested 1987-88 ..... ~ .......................... : ........................................ $1,768,251,000 a 

Estimated 1986-87 ..................................................... : ..... ~ ............... 1,637,517,000 
Actual 1985-86 ............................................................................... 1,407,725,000 

Requested increase $130,734,000 (+8 percent) 
Total recommended reduction ................................................ None 

U This amount includes $41,822,000 proposed in Item 5180-181-001 (a) to provide a 3.6 percent cost-of-living 
increase, effective April 1, 1988. 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-111-001-Payments to aged, blind, and dis

abled, 
5180-111-890-Payments to aged, blind, and dis

abled 
5180-181-001 (a)-Payments to aged, blind, and 

disabled-COLA 
5180-181-890-Payments to aged, blind, and dis

abled-COLA, refugees 

Total 

Fund 
General 

Federal 

General 

Federal 

, Amount 
$1,726,429,000 

(11,552,000) 

41,822,000 

(134,000) 

$1,768,251,000 
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Caseload Estimates. Recommend that the department 

advise the fiscal committees of its plan to incorporate addi
tional factors in its May revision estimate of Supplemental 
Security Income/State Supplementary Program caseloads 
and average grant costs. Further recommend that the 
Legislature adopt supplemental report language that re-
quires the department to establish a system for tracking 
applicants with Acquired Immune Deficiency Syndrome 
and AIDS-related conditions. 

2. Continuing Disability Reviews. Recommend that the de
partment advise the fiscal committees of its plan to incorpo
rate additional factors in its May revision estimate of savings 
due to the resumption of continuing disability reviews. 

GENERAL PROGRAM STATEMENT 

AnaIysis 
page 

744 

747 

The Supplemental Security Income/State Supplementary Program 
(SSI/SSP) provides cash assistance to eligible aged, blind, and disabled 
persons. Aperson may be eligible for the SSI/SSP program if he or she is 
elderly, blind, or disabled and meets the income and resource criteria 
established by the federal government. 

The federal government pays the cost of the SSI grant. California has 
chosen to supplement the federal payment by providing an SSP grant. The 
SSP grant is funded entirely from the state's General Fund. In California, 
the SSI/ SSP program is administered by the federal governmentthrough 
local Social Security Administration (SSA) offices. 

During the current year, an estimated 698,566 persons will receive as
sistance each month under this program. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $1.8 billion from the General 

Fund for the state's share of the SSI/SSP program in 1987-88. This is an 
increase of $130.7 million, or 8 percent, above estimated current-year 

Table 1 
SSI/SSP Expenditures 
1985-86 through 1987-88 
(dollars in thousands) 

Category of Recipient 
Aged ....................................................................... . 
Blind ....................................................................... . 
Disabled ................................................................ .. 

Totals ............................................................ .. 
Funding Sources 

General Fund ................................................... . 
Federal Funds b .............................................. .. 

Actual 
1985-86 

$836,472 
90,347 

1,709,839 

$2,636,658 

$1,407,725 
1,228,933 

a Includes 3.6 percent COLA, effective April 1, 1988. 
b Includes federal funds to support SSP costs for refugees. 

Est. 
1986-87 

$936,438 
100,254 

1,927,195 

$2,963,887 

$1,637,517 
1,326,370 

Percent 
Change 

Prop. a From 
1987-88 1986-87 
$988,666 5.6% 
107,384 7.1 

2,064,416 7.1 
$3,160,466 6.6% 

$1,768,251 8.0% 
1,392,215 5.0 
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expenditures. The budget also assumes that .federal expenditures for the 
SSI/SSP pr9gram will be $1.4 billion. This is an increase of $65.9 million, 
or 5 percent, above estimated federal expenditures in the (:!urrent year. 
The budget estimates that combined state and federal expenditures for 
the SSI/SSPprogram will be $3.2 billion, which is an increase of $196.6 
million, or 6.6 percent, above estimated current-year expenditures. 

Table 1 shows SSI/SSP expenditures, by category of recipient and by 
funding source, for the years 1985-86 through 1987-88. 

Table 2 shows the budget adjustments that account for the increase in 
SSI/SSP expenditures proposed for 1987-88. Significant changes proposed 
in General Fund costs include: 

• A $95.8 million increase to fund the full-year cost in 1987-88 of the 5.1 
percent COLA provided for SSI/SSP grants on January 1, 1987. 

• A $41.8 million increase to provide a 3.6 percent COLA for grants, 
beginning April I, 1988. 

• A $34.7 million decrease due to increased federal funds available to 
provide a 3.3 percent COLA on January 1, 1988 for SSI grants. 

• A $16.2 million decrease due to increased social security benefits, 
which increase beneficiary income, resulting in reduced grant costs 
for SSI/ SSP. 

• A $41.9 million increase to fund an estimated 2.6 percent caseload 
growth. . . 

• A $5.1 million increase because the federal government has ceased to 
provide reimbursements to the state for errors made by the federal 
government in administering the SSI/SSP program. 

• A $2.2 million decrease in caseload because the state has resumed its 
review of the eligibility.of disabled SSI/SSP recipients. 

Table 2 

SSI/SSP 
Proposed Budget Changes 

1987-88 
(dollars in thousands) 

1986-87 expenditures (revised) ............................................... . 
Proposed Changes: 
1. Basic caseload increases ........................................................ ' 
2. Cost-of-living adjustment-1986-87 

a. Full-year cost of 1/87 grant increase ........................... . 
3. Cost-of-living adjustment (General Fund)-1987-88 

a. Statutory 3.6 percent grant increase (1/88) .............. .. 
b. Adjustment for April 1, 1988 effective date .............. .. 
c. Net cost-of-living adjustment ........................................ .. 

4. Cost-of-living adjustment (Federal funds)-1987-88 
a. Estimated federal SSI increase-:- (1/88) .................... .. 
b. Estimated social security benefit increase (1/88) .. .. 

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

General 
Fund 

$1,637,517 

41,939 

95,795 

(83,462) 
(-41,640) 

41,822 

-34,733 
-16,150 

($128,673) 

Federal 
Funds· 
$1,326,370 

38,265 

9,440 

(134) 
(-) 
134 

34,733 
-10,162 

($72,410) 

Total a 

$2,963,887 

80,204 

105,235 

(83,596) 
( -41,640) 

41,956 

-26,312 

($201,083) 
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5. Program adjustments 
a. Decreased federal reimbursement for errors .......... .. 
b. Resumption of disability reviews ................................ .. 
c. Court case .......................................................................... .. 
d. Other .................................................................................. .. 

Subtotals ............................................................................ .. 
1987-88 expendifures (proposed) .......................................... .. 
Change from 1986-87: 

Amount .................................................................................... .. 
Percent.. .................................................................................... .. 
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5,152 
-2,188 

-91 
-812 

($2;061) 
$1,768,251 

$130,734 
8.0% 

-5,152 
-2,158 

-68 
813 

( -$6,565) 
$1,392;215 

$65,845 
5.0% 

-4,346 
-159 

1 

(-$4,504) 
$3,160,466 

$196,579 
6.6% 

a Includes federal funds of $10,633,000 in 1986-87 and $11,552,000 in 1987-88 to support SSP costs for 
refugees. 

ANALYSIS AND RECOMMENDATIONS 
Eligibility Requirements 

The Social Security Administration (SSA) administers the SSI program. 
In addition, the SSA will administer a state's SSP program ifit is requested 
to do so by the state. When the SSA administers a state's SSP program, as 
it does in California, federal eligibility requirements are used to determine 
an applicant's eligibility for both the SSI and SSP programs. 

To be eligible for the SSI/ SSP program, individuals must fall into one 
of three categories-aged, blind, or disabled. In addition, their income and 
resources cannot exceed certain specified limits. 

With one exception, the eligibility requirements for the SSI/SSP pro
gram are essentially unchanged from the current year. The Deficit Reduc
tion Act of 1984 (DEFRA) increased the limit for personal and real 
property by $100 for individuals and $150 for couples for each year of a 
five-year period beginning January 1, 1985. This provision therefore will 
increase the resource limits which individuals may meet and remain on 
aid to $2,000 and $3,000, respectively, by 1989. 

Status of the Current-Year Budget 
The department's latest estimate of General Fund costs for the SSI / SSP 

program in 1986-87 is $1,637,517,000. This is $37.2 million, or 2.3 percent, 
above the amount appropriated in the 1986 Budget Act. The major factors 
that account for the increase are as follows: 

• Costs have increased by $10.3 million due to a 0.7 percent increase in 
caseload above the level assumed in the Budget Act. 

• Costs have increased by $26 million because the amount of federal 
funds provided for COLAs to SSI/SSP grant recipients and the in
crease in social security benefits on January 1, 1987 were less than 
anticipated. The budget assumed an increase of 3 percent for both the 
SSI grant and social security benefits, while the actual increase on 
January 1, 1987 was 1.3 percent. 

• Costs have increased by $5 million due to an increase in the average 
SSI/ SSP grant amount. . 

• Costs have increased by $2.1 million because the amount of savings 
resulting from disability reviews was less than antiCipated. 

• Costs have decreased by $5 million due to a reduction in the cost of 
a court case (Livermore v. Heckler). 
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Grant Levels and Cost-of-Living Adjustments 
The maximum grant amount received by an SSI/SSP recipient varies 

according to the. recipient's eligibilitycateg()ry. For example, in 1987 an 
aged or disabled individual can receive up to $560 per month, while a blind 
individual can receive up to $627. In addition to categorical differences, 
grant levels vary according to the recipient's living situation. The majority 
of SSI/SSP recipients reside in independent living arrangements. Other 
recipients reside in (1) independent living arrangements without cooking 
facilities, (2) the household of another person, or (3) nonmedical board 
and care facilities. The grants provided to these individuals differ from the 
grants received by individuals in independent living arrangements. 

Potential Supplemental Rates Eor Board and Care Facilities. The 
highest maximum grant level is provided to recipients who reside in 
nonmedical board and care faCilities. In 1987, an individual in such a 
facility can receive up to $632 per month. During the most recent period 
for which data are available-December 1985 through November, 1986-
General Fund payments to recipients in these facilities totaled $200.9 
million, or approximately 13 percent, of total SSP grants to all recipients 
for the same period. 

Maximum grants for board and care facilities may increase, depending 
upon the Legislature's action on the 1987-88 budget and legislation to 
establish supplemental rates for those facilities; Chapter 1127, Statutes of 
1985, required the Health and Welfare Agency to submit an implementa
tion plan to· the Legislature by December 1, 1986 that would establish 
three levels of care inboard and'care facilities that serve elderly persons. 
The legislation further required that the report include recommendations 
for (1) a supplemental rate structure for facilities providing higher levels 
of care and (2) appropriations in the 1987-88 budget to implement the 
levels of care system. Although the report has not yet been submitted to 
the Legislature, the department informed us that it has been completed, 
and was under review at the time this analysis was prepared. Legislation 
has been introduced (SB 50) to implement the three levels of care to the 
extent that funds are appropriated by the Budget Act for supplemental 
rates. The budget, however, does not propose funding for increased rates. 
Our review indicates that the General Fund (SSP) will bear the full cost 
if the Legislature proposes to fund supplemental rates because no addi-
tional federal SSI funds will be available for this purpose. ' 

Federal and State COLA Requirements. Cost-of-living increases for 
the SSI/SSP grant are governed by both federal and state law. As regards 
federal law, the Social Security Act Amendments of 1983 require Califor
nia to maintain its SSP grants at or above the July 1983 level. This means 
that for aged or disabled individuals-who represent the largest groups of 
recipients-the state must provide at least $157 per month in addition to 
the SSI grant provided by the federal government. Table 3 shows that the 
SSP grant levels proposed in the budget exceed those required by federal 
law. 

Existing state law requires that the total SSI/SSP payment levels be 
adjusted, effective January 1, 1988, based on the change in the California 
Necessities Index (CNI) during calendar year 1986. The Commission on 
State Finance is required to calculate the CNI and will announce the 
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actual change in the CNI for calendar year 1986 during March 1987. The 
commission's calculation, therefore, will be available for use in calculating 
the actual grant adjustments required by current law in the budget year, 
prior to when the Legislature completes action on the budget. 

Budget Proposes to Delay COLA. The budget assumes enactment 
of legislation that will delay the cost-of-living increase for SSI/SSP grants 
from January 1 until April 1, 1988. Accordingly, the budget proposes a 3.6 
percent increase in the maximum SSI/ SSP grants on April 1, 1988 although 
the federal government will provide a COLA, currently estimated at 3.3 
percent, to the SSI portion of the grant on January 1, 1988. 

Budget Proposes to Reduce SSP Grants. Instead of increasing the 
total grant amount by providing the federal COLA to recipients on Janu
ary 1, 1988, the budget proposes to decrease the SSP portion of the grant 
by the amount of the increase in the SSI portion. Lowering the SSP grant 
results in a General Fund savings of $22.7 million. Table 3 shows that the 
state's SSP grants decrease from January through April due to the increase 
in the federal SSI amount. 

The proposal to delay implementation ofthe SSI/SSP COLA until April 
1, 1988 also results in additional savings of $19.1 million, for a total of $41.8 
million of savings to the General Fund. (The proposal and our recommen
dation are discussed as part of our analysis of the COLAs proposed for the 
department's public assistance programs, Item 5180-181-001.) 

Table 3 

Maximum Monthly SSI/SSP Grant Levels 
Calendar Years 

1987 and 1988 
19&9b Change from 1987 to 

January- April- f!nuary19&9 
Category of Recipient a 1987 March c December d Amount Percent 
Aged or Disabled 

Individual 
Total Grant .......................... $560 $560 $580 

SSI ...................................... 340 351 351 $11 3.2% 
SSP .................................... 220 209 229 -11 -5.0 

Couple 
Total Grant .......................... 1,039 1,039 1,076 

SSI ...................................... 510 527 527 17 3.3 
SSP .................................... 529 512 549 -17 -3.2 

Blind 
Individual 

Total Grant ...................•...... 627 627 650 
SSI ...................................... 340 351 351 11 3.2 
SSP .................................... 287 276 299 -11 -3.8 

Couple 
Total Grant ............ ~ ............. 1,221 1,221 1,265 

SSI ...................................... 510 527 527 17 3.3 
SSP .................................... 7ll 694 738 -17 -2.4 

Aged or Disabled Individual 
Non-Medical Board and 

Care 
Total Grants ........................ 632 632 655 

SSI ...................................... 340 351 351 11 3.2 
SSP .................................... 292 281 304 -11 -3.8 

a Unless noted, recipients are in independent living arrangements. 
b Governor's Budget proposes to increasE'; SSI/SSP grant level on April 1, 1988. 
C Assumes a 3.3 percent increase in SSI grants, effective January 1, 1988. 
d Assumes a 3.6 percent increase in the total SSI/SSP grant, effective April 1, 1988. 

April 1988 
Amount Percent 

$20 3.6% 
11 3.2 
9 4.1 

37 3.6 
17 3.3 
20 3.8 

23 3.7 
11 3.2 
12 4.2 

44 3.6 
17 3.3 
27 3.8 

23 3.6 
11 3.2 
12 4.1 
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Estimate of SSI/SSP Caseload MayBe Too Low 
We recommend that prior to budget hearings, the department advise the 

fiscal committees of its plan to incorporate additional factors in its May 
revision estimate of SSI/SSP caseloads and average grant costs. 

The budget proposes total expenditures of $3.2 billion for grants to 
SSIISSP recipients (including the cost of the proposed 3.6 percent COLA 
that will take effect April 1, 1988). This proposal assumes an average 
monthly SSIISSP caseload of 716,792, which is an increase of 2.6 percent 
above estimated current-year caseloads. Table 4 compares the projected 
caseload in each recipient category for 1986-87 and 1987-88 . 

. Table 4 

SSI/SSP 
Average Monthly Caseload 

1985-86 through 1987-88 

Eligibility Category 

Aged ......................................................... . 
Blind ......................................................... . 
Disabled ................................................... . 

Totals ...................................... ; ....... ;; ... . 

Actual 
1985-86 

266,785 
19,439 

393,583 

679,8fJl 

Est. 
1986-87 

270,008 
20,000 

408,558 

698,566 

Prop. Percent Change 
1987-88 From 1986-87 

273,125 1.2% 
2G;600 3.0 

423,067 3.6 

716,792 2.6% 

Compared to the most recent actual experience, a caseload increase of 
2.6 percent would represent a reduction in the growth of the SSII SSP 
caseload. For example, Table 5 shows that the number of recipients in
creased 3.2 percent between the first six months of 1985-86 and the same 
period in 1986-87. Although this is only a difference of 0.6 percent above 
the level projected by the department, General Fund costs will increase 
by up to $16 million for 1987-88 if the caseload continues to grow at this 
accelerated rate. 

Table 5 

Actual Growth In SSI/SSP Caseload 
July through December 

1985-86 and 1986-87 

July-December 
Eligibility Category 1985-86 1986-87 

Aged ......................................................................... . 265,877 270,149 
Blind ......................................................................... . 19,283 19,847 
Disabled ................................................................... . 390,153 406,850 

Totals ..................................................................... . 675,313 696,846 

Percent Change 
From 1985-86 

1.6% 
2.9 
4.3 

3.2% 

In addition, the department has not allowed for an increase in the 
average basic grant award between 1986-87 and the budget year. The 
average grant level increased in the current year, resulting in an addition
al $5 million of General Fund costs above the amount in the 1986 Budget 
Act. It is likely that the average grant will continue to increase in 1987-88, 
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particularly due to the rapid growth in the disabled· caseload which re
ceives a higher maximum grant amount than the aged caseload. Therefore 
the proposed budget is likely to underfund SSI / SSP by at least an addition-
al $5 million from the General· Fund. . . 

Upward Trend in Aged and Disabled Caseloads. . The recent growth 
in the caseload-particularly evident in the current year-represents a 
change from prior years. For example, the disabled caseload declined 
from 1981 through 1983. Recently, however, it has been growing at a 
quickening pace. For the first six months of 1986-87, the disabled caseload 
increased by 4.3 percent above the level in the same period in 198~6; 
The department, however, projects only a 3.6 percent growth in the dis
abled caseload from the current year to 1987-88. This is particularly signifi
cant because the disabledcaseload is almost 60 percent of the total 
caseload. Moreover, while the number of aged SSl/SSP recipients was 
decreasing from 1980 to 1985, since March 1985 the. number of aged recipi
ents.has been growing at a steadily increasing rate. To the extent that the 
department does not recognize these increases, the budget may be under
funded, as we discuss in the following pages. 

Department of Social Services (DSS) Improves Projection Methodolo
gy. The department advises that its SSl/SSP·caseloadprojectionsare 
based on (1) prior-year caseload growth and (2) anticipated changes in 
the state's population. As regards the aged caseload, the department has 
determined that growth in this caseload closely mirrors growth in the total 
aged population. As aresult, the department projected the aged caseload 
based on growth in the total aged population. For the disabled population, 
the department based its caseload projection on actual caseload trends in 
1984-85 and 1985-86. The department indicates that it may include other 
factors in its estimate of the disabled caseload for the May revision. 

The method used to project the aged caseloadrepresents a significant 
departure from the past. Previously, DSS based its caseload projections 
solely on past caseload trends, rather than considering factors that caused 
changes in caseload growth. To the extent that the department's new 
methodology considers underlying factors such as population growth, 
caseload projections are likely to improve~ We believe the depattment 
should be commended for initiating this new approach. 

While we recognize that the department has improved its estimating 
techniques, we believe that the department needs to consider the follow
ing factors about the SSI/SSPc~seldadbefore the Legislature can be confi
dent that its methodology provides reliable estimates. 

Extent of Caseload·Growth Due to AIDS and Other Disabling Condi
tions Is Unknown. The causes of the accelerating growth in the dis-. 
abled easeload are unknown. The department, ap.d the federal Social 
Security Administration (SSA) speculate that the Gaselqad has grown par
tially due to the slowness of the current disability review process. Under 
this review process, some SSl/SSP recipients are terminated from aid 
because they are no longer considered disabled as a result of an improve
ment in their medical condition. Although these disability reviews were 
resumed in early 19$6, the SSA has sent fewer cases to the department for 
review than the state had expected to receive, and the rate of termination 
for those cases has been lower than anticipated. .. 

Although the slowness of terminations contributes to th~. growing dis
abledpaseload, it is likely that other factors also account for the growth 



746 / HEALTH AND WELFARE Item 5180 

STATE SUPPLEMENTARY PROGRAM FOR THE AGED, BLIND, AND DISABLED 
-Continued 
in this caseload. This is evident because the caseload began to increase 
prior to the moratorium on disability reviews. It is possible that more 
persons with specific disabilities are applying for SSI/SSP than in the past. 
For example, the disabled caseload may be growing as a result of the 
Acquired Immune Deficiency Syndrome (AIDS) epidemic. The SSA 
monitored SSI claims from individuals with AIDS for a period of two years. 
The SSA is currently monitoring the claims of those with AIDS-related 
conditions (ARC). The SSA indicates that the total nurp.ber of claims by 
those with AIDS for SSI/SSP and Social Security Disability Insurance 
(SSDI) increased by 70 percent during the period November 1985 
through October 1986, compared to the number of claims prior to Novem
ber 1985. TheSSA informs us that it is not continuing to maintain statistics 
on the number of persons. with AlpS who apply for, or receive ~SI. 

In the past, more applicants WIth AIDS and ARC have apphedfor 
assistance under SSDI, than under SSI/SSP, because they had work histo
ries which made them eligible for SSDI benefits. In the future, it is possible 
that an increasing number of individuals with AIDS and ARC will be 
eligible for SSI/SSP rather than SSDI. This is because the proportion of 
AIDS and ARC cases transmitted as a result of needle sharing by drug 
abusers is likely to increase. This population may include a higher propor
tion of persons with sporadic work histories than the current population 
with AIDS and ARC. (For further discussion of demographic changes in 
the AIDS population, please see Item 4260 of the Analysis, and The 1987-88 
Budget: Perspectives and Issues.) 

Immigration Bill May Cause Caseload Growth. Althoughim
plementation of the Immigration Reform and Control Act of 1986 (IRCA, 
PL 99-603) may increase'SSI/SSP caseloads, the budget does not consider 
its effect on caseloads for 1987-88. This act permits certain illegal immi~ 
grants to gain legal status after completing an application process through 
the Immigration and Naturalization Service (INS). The act is likely to 
result in an'increase in California's SSI/SSP caseload because, according 
to the 1980 Census, about 50 percent of all illegal immigrants reside in this 
state. It is difficult to estimate the number of new recipients that may 
result from IRCA because the federal government has not yet determined 
how itwill implement various provisions of the act; (For further discussion 
of PL 99-603, please see The 1987-88 Bildget: Perspectives and Issues.) 

Broader Information Base Can Improve Estimate. Based on our re
view, we believe the department should take the following steps toim
prove its estimate of the SSI/SSP caseload:' .' . 

• Establish a System to Track the Growth in the NUInbeibf SSIISSP 
Recipients With AIDS and ARC. '. Until the department collects 
such data itwill not be able to project the potential impact of this 
population on the SSI/ SSP caseload. 

• Investigate Dats to Identify Trends Among Disabled SSl/SSP Recipi
ents. Currently, the' department collects' characteristics data on 
disabledSSI/SSP applicants. The department should use this data to 
identify trends in the SSI/SSP disabled caseload, thereby improving 
its projection of caseload growth. . . 

• Identify the Potential Impact of IRCA on the SSIISSP Caseload in 
1987-88. The federal government is likely to determine how it 
will implement certain provisions of the act before the department 
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prepares the May revision of estimates. The department should use 
this information to prepare its caseload estimates for 1987-88. 

• Adjust Growth Projections Based On Recent Experience. As dis
cussed previously,actual caseload growth and the average_l>asic grant 
amount are running above the depa:t:Wient's projectimis.~ Thus~ the 
department's estimate understates the costs attributable to these fac-
tors. ' 

We believe that these steps will improve the department's estimate of 
the caseload for 1987-88, and will provide valuable information on what 
factors are driving the growth in this program. Therefore, we recommend 
that prior tQ budget hearings, the department advise the fiscal committees 
on its plan to incorporate the above factors in its May revision estimates 
of expenditures. We further recommend that the Legislature adopt sup
plemental report language that requires the department to implement a 
system to identify applicants with AIDS and ARC, and compile statistical 
information using that system. . 

The following language is consistent with this recommendation: 
"The Department of Social Services shall implement a system by Sep

tember 1, 1987 to identify and track those applicants for aid under Title 
II and Title XVI who have a diagnosis of Acquired Immune Deficiency 
Syndrome (AIDS) or AIDS-related conditions (ARC). In addition, the 
department shall compile statistical information on these individuals, in
cluding (1) the number of applicants that are found eligible and ineligible 
for aid, (2) the category of eligibility (Title II, Title XVI,or cOij.current), 
and (3) the date ofCa) application and (b) final determination of eligibili-
ty status." ' 

Continuing Saga of Continuing Disability Reviews 
We recommend that prior to budget hearings, the department advise the 

fiscal committees of its plan to revise its estimate of savings due to the 
resumption of continuing disability reviews (CDRs). 

In 1980, Congress enacted amendments to the Social Security Act (PL 
96-265) which expanded the requirement for periodic reviews of both 
disabled Social Security and SSI/SSP recipients in order to determine their 
continued eligibility for benefits (referred to as "continuing disability 
reviews"-CDRs). These reviews resulted in thousands of appeals to the 
federal courts by individuals whose grants were reduced or, terminated. 
As a result, on April 1, 1984 the Secretary of Health and Human Services 
(HHS) imposed a moratorium on the CDR process, pending further legis
lative action. Congress'established new standards for disability'reviews in 
the Social Security Disability Benefits Reform Act of 1984 (PL 98-460). 
Based on this legislation, HHS prepared new CDR regulations which were 
effective December 6, 1985. As a result, disability reviews resumed in 
California in January 1986. . 

The Disability Evaluation Division (DED) within the department is 
responsible for performing, the disability reviews for the Social Security 
Administration (SSA) , and determining whether beneficiaries should be 
continued or terminated from aid. The DED advises that SSA has sent 
CDR cases at a much slower rate than anticipated. This is due in partto 
federal fiscal constraints which have reduced the funding levels for both 
SSA and DED positions that process CDRs., " 

The budget assumes that resumption of the CDRs will resultin ~avings 
to the General Fund because these reviews will identify some SSI/SS£ 
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reCipients as ineligible for assistance. The department estimates that the 
General Fund savings will total $987,000 in 1986-87 and $3.2 million in 
1987-88, despite· the slow-down in the number of cases sent to the state. 

We have reviewed the department's savings estimate, and have identi
:fied a number of factors which could cause the savings from CDRs to be 
either higher or lower than what the budget assumes. We believe that the 
department can improve its estimate if it takes into account the following 
factors: 

• The Total Number of Cases Which Will be Reviewed in the Current 
. and Budget Years Will Probably Be Lower ThantheNumber Estimat

ed in the Budget~ Thereby Reducing Savings: This is primarily be~ 
cause the SSA has not been releasing cases at the rate thatis projected 
by the department. The department expects that 14,000 cases will be 
reviewed in both the current and the budget year. The most recent 
estimates from the SSA, however, indicate that it will send approxi
mately 7,000 cases in 1986-87, and possibly 10,000 cases in 1987-88. If 
DED processes the number of cases identified by SSA, then the Gen
eral Fund savings will be $800,000 lower than the department projects 
for 1987-88. 

• The Percentage of Ca$es Terminated from Aid May Be Higher Than 
the Department Projects~ Thereby Increasing Savings. The de
partment estimates that on average 10 percent of the cases reviewed 
will be terminated from aid. However, the actual termination rate has 
been 12.3 percent for the 7,000 cases which DED processed prior to 
October 1, 1986. In addition, the SSA has informed DED that it in
tends to send a high proportion of "medical improvement expected" 
(MIE) cases for review in 1987-88. These are the cases which are most 
likely to result in a relatively high termination rate. If the termination 
rate is actually 12 percent, rather than 10 percent~ the General Fund 
savings for the budget year will be $643,000 higher than estimated by 
the department. 

• The Appeals Rate May be Lower Than the Department Expects~ 
Thereby Increasing Savings. Recent experience with CDRs has 
resulted in an appeals rate of about 20 percent by the SSI/SSP 
benefiCiaries who were terminated by DED. The department; 
however, assumes that 80 percent of those individuals who are found 
ineligible for aid will appeal this decision. The department further 
assumes that 60 percent of those appeals will be denied, resulting in 
terminations from aid. To the extent that there are fewer appeals than 
the department estimates, savings will be greater for both the current 
year and 1987-88. 

It is difficult to accurately estimate the amount of savings the state will 
realize as a result of the new CDR regulations because the state has had 
little experience with these regulations. Currently, DED has information 
about the actual termination and appeals rates it has experienced during 
the past year of processing CDRs, and the number of CDR cases that it 
expects to process in 1987-88. The department should use this information 
to prepare its May revision of estimated savings as a result of CDRs. 

Therefore, we recommend that prior to budget hearings, the depart
ment advise the fiscal committees of its plan to revise its estimate of 
savings due to the resumption of CDRs. 
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Department of Social Services 

SPECIAL ADULT PROGRAMS 

Item 5180~121 from the General 
Fund and the Federal Trust 
Furtd Budget p. HW 153 

Requested 1987-88 .............................................. : .......................... . 
Estimated 1986-87 .................................................... ; ...................... . 
Actual 1985-86 ................................................................................. . 

Requested increase $592,000 (+23.5 percent) 
Total recommended reduction ....................... ;' ........................... . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-121-()()1~pecial AdUlt Programs 
518();.121-8~pecial Adult Programs 

GENERAL PROGRAM STATEMENT 

Fund 
General 
Federal 

, $3,108;000 
2,516,000 
2,565,000 

None 

Amount 
$3,108,000 

(75,000) 

The Special Adult programs consist of three distinct program elements 
designed to fund the emergen<:!y and special needs of Supplemental Secu
rity Income/State Supplementary Program (SSIISSP) recipients. These 
elements are the (1) Special Circumstances program, which provides 
financial assistance for emergency needs, (2) Specjal Benefits program, 
which provides a monthly food allowance for guide dogs belonging to 
blind SSI/SSP recipients, and (3) Temporary Assistance for Repatriated 
Arriericans program, which provides assistance to needy U.S. citizens re
turning from foreign countries. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes a General Fund appropriation of $3,108,000 for the 

Special Adult programs in 1987-88. This is $592,000, or 23 percent, more 
than estimated General Fund expenditures for this program in the current 
year. This increase results primarily from projected expenditure growth 
in the Special Circumstances program.', ", 

The budget also proposes $75,000 in federal funds to provide cash assist
ance to repatriated Americans. This is the same amount as is estimated for 
expenditure'in the current year. " 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes General Fund expenditures in 1987-88 that are 92 

percent higher than the amount initially appropriated for Special Adult 
programs in 1985-86. During 1985-86, flooding in many parts of the state 
resulted in increased expenditures for emergency needs under the Special 
Circumstances program. Final expenditures were almost 60 percent high
er than the amount that had been appropriated for 1985-86. 

Despite the fact that extensive flooding has not reoccurred, the depart-
, " 
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SPECIAL ADULT PROGRAMS-Continued 

ment is projecting significantly increased expenditures for both the cur
rent and budget year. The growth rate was estimated based on the in
crease in expenditures between 1984-85 and 1985--86, adjusted for 
expenditures during the flood months. The Department of Social Services 
anticipates that expenditures for the Special Circumstances program will 
continue to increase at the same rate. Qllr analysis indicates that the 
proposed increase is appropriate. 

Department of Social Services 

REFUGEE CASH ASSISTANCE PROGRAMS 

Item 5180-131 from the Federal 
Trust Fund Budget p. HW 159 

Requested 1987-88 ...... , ................................................................... $43,113,000 a 

Estimated 1986-87 ............................................................................ 47.,429,000 
Actual 1985--86 ................................................................................... 52,110,000 

Requested decrease $4,316,000 (-9.1 percent) ., . 
Total recommended reduction .................................................... None 
a lncl~des $381,000 proposed in Item 5180-181-890 as a 3.6 per~ent cost-of-living incre~~e effective January 

1,1988. . . . . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-131-8!JO..-.cRefugee programs-local assistance 
5180-181-8!JO..-.cRefugee programs-local assistance, 

COLA 

Total 

GENERAL ·PROGRAM STATEMENT 

Fund 
Federal. 
Federal 

Nnount 
$42,732,000 

381,000 

$43,113,000 

This item appropriates federal funds that pay for the costs of cash grants 
and medical assistance provided to refugees and Cuban/Haitian entrants 
who are eligible for assistance and who have been in this country for less 
than 31 months. Refugees who have been in this country for morethan 
31 months, and who meet applicable eligibility tests, receiveassistaIice 
under the Aid to Families with Dependent Children (AFDC), Supple
mental Security Income/State Supplementary Program (SSI/SSP), Medi
Cal, and county general assistance programs. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes expenditures .of $43,113,000 in federal Junds for 

cash and medical assistance provided through the Refugee Cash Assist
ance program to refugees and entrants in 1987-88. This represents a r¢duc
tion of $4.3 million, or 9.1 percent, compared with estimated current~year 
expenditures for these programs. . 

The $4.3 million decrease consists of (1) a $4,697,000 reduction due to 
a 12 percent reduction in projected caseloads and (2) a $381,000 increase 
proposed in Item 5180-181-890 as a 3.6 percent cost-of-living adjustment 
that would take effect on January 1, 1988. 
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We discuss the impact of delaying the statutory cost-of-living adjust
ment in our discussion of Item 5180-181-001. Legislative action to change 
the amount or effective date of COLAs on AFDC grants would also affect 
increases provided to individuals receiving Refugee Cash Assistance." 

Department of Social Services 

COUNTY ADMINISTRATION OF WELFARE PROGRAMS' 

Item 5180-141 from the General 
Fund and Federal, Trust Fund Budget p. HW 154 

Requested 1987-88 .;.' ................ ; ...................................................... $156,863,000 
Estimated 1986-87 ....................................................... ;.................... 140,635,000 
Actual 1985-86 ................................................ ,................................. 125,256,000 

Requested increase $16,228,000 (+ 11.5 percent) 
Total recommended 'reduction ............................................... : ... . 
Recommendation pending ....................................... ~ ...... ~ ............ . 

2,382,000 
2,500,000 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-141-001-County administration 
51BO-141-890-County administration 

Fund 
General 
Federal 

"Amount 
$156,863,000 
(402,644,000) 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Income and, Eligibility .Verification System (IEVS). 

, Reduce Item 5180-141-001 by $1.8 million and Item 5180-141-
'890 by $3.5 million. Recommend reduction of $5.3 mil
lion to reflect a more cost-effective targeting of county case 
reviews. Further recorrir:p.end adoption of supplemental re
port language requiring the Department of Social Services 
(DSS) to collect data needed to maximize savings and mini
mize costs under IEVS. 

2. County Cost Control. Withhold recommendation on $2.5 
million from the General Fund pending receipt of a final 
implementation plan for establishing county productivity 
targets. , ',' 

3. Allocating County Overhead Costs.' Recommend the 
Legislature adopt supplemental report language requiring 
DSS to report on the costs and savings that may result from 
changing the way county overhead costs are apportioned to 
various county-administered welfare programs. 

4. Greater Avenues for Independence (GAIN) Administrative 
Savings. Reduce Item 5180-141-001 by $582,000 and Item 
5180-141-890 by $1.2 million. Recommend reduction of 
$1.8 million in order to account for administrative savings 
that will result from Aid to Families with Dependent Chil
dren (AFDC) caseload reductions due to services provided 
under the GAIN program. 

Analysis 
page 
754 

756 

756 

758 
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COUNTY ADMINISTRATION OF WELFARE PROGRAMS-Continued 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriation for the state's share 

of costs incurred by counties in administering (1) the Aid to Families with 
Dependent Children (AFDC) program, (2) the Food Stamp program, 
and (3) special benefits for aged, blind, and disabled recipients. It also 
sUJlJlorts the cost of training county eligibility andnonservice staff. In 
addition, this item identifies the federal and county costs of administering 
child support enforcement and cash assistance programs for refugees. 

OVERVIEW OF THE BUDGET REQUEST . 
The budget proposes an appropriation of $156.9 million from the Gen

eral Fund as the state's share of the costs that counties will incur in 
administering welfare programs during 1987-88. This is an increase of 
$16.2 million, or 11.5 percent, over estimated current-year General Fund 
expenditures for this purpose. The $156.9 million includes $5.4 million to 
fund increased General Fund costs resulting from the estim~ted 3.6 per
cent cost-of-living adjustment (COLA) granted by the counties to their 
employees during 1986-87. In accordance with the policy established by 
the Legislature in recent budget acts, counties will pay fQr any COLAs 
granted to county employees in the budget year using county and federal 
funds. The state will fund its share 'of these costs starting in 1988-89. 

The budget proposes total expenditures of $757.9 million for county 
administration of welfare programs during 1987-88,as shown in Table 1. 
This is an increase of $46.9 million, or 6.6 percent, over estimated current
year expenditures. 

Proposed General Fund Changes 
Table 2 displays the adjustments to General Fund expenditures for 

county administration proposed for 1987-88. The net increase of $16.2 
million primarily reflects the following factors: (1) $5.4 million needed to 
fund the estimated 3.6 percent retroactive COLA, (2) $4.4 million in 
additional funds due to higher-than-antiCipated welfare caselmids (basic 
costs), (3) $2.8 million in additional funding for automation projects 
( SAWS), and (4) $4.2 million in support of a federally ma,ndated income 
and asset verification system.' . 

Table 2 

County Administration of Welfare Programs 
Proposed 1987-88 General Fund Changes 

(dollars in thousands) 

1986-87 expenditures (revised) ................................. , .............•.......................... 

A. Adjustments to Ongoing Costs or Savings 
1. AFDC Administration 

a. Basic Caseload Costs· ....................................................... ; ................... . 
b. Court Cases/Legislation ., ................................................................... . 
c. Fraud Prevention Detection ............................................................. . 
d. Income and Eligibility Verification System ................................... . 
e. Statewide Automated Welfare System (SAWS) ........................... . 
f. Other ....................................................................................................... . 

Subtotal ................................................................. : ............................. . 

Cost 

$3,106 
488 

-223 
1,591 
1,473 
-399 

Total 
$140,635 

$6,036 
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County Welfare Department Administration 
00 
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Budget Summary 
1985-86through 1987-88 
(dollars in thousands) 

Actuai 1985-86 Estimated 1986-87 Proeosed 1987-88 
Recipient Category . State Federal County Total State Federal County Total State Federal County Total 
1. AFDC Administra-

tion ............................ $93,764 $149,947 $1ll,845 $355,556 $107,915 $206,258 $115,304 $429,477 $117,997 $214,953 $117,339 $450,289 
2. Nonassistance Food 

Stamps .......... ; ........... 23,943 91,133 27,583 142,659 28,483 63,619 28,572 120,674 34,678 76,967 31,622 143,267 
3. Child Support En-

forcement ................ 3,619 87,820 41,568 133,007 100,529 44,600 145,129 101,777 46,940 148,717 
4. Special Adult Pro-

grams ........................ 1,561 60 1,621 1,910 69 1,979 2,090 2,090 
5. Refugee Cash Assist-

ance .......................... 8,828 16 8,844 0 4,832 63 4,895 0 4,285 66 4,351 
6. Staff Development .. 1,862 3,493 2,035 7,390 1,991 4,483 2,307 8,781 2,063 4,644 2,390 9,097 
7. Adoption Assistance 116 22 138 27 14 41 35 18 53 ::e 

--- --- --- --- --- --- --- --- t"l 
Subtotals .................. $124,865 $341,243 $183,107 $649,215 $140,326 $379,735 $190,915 $710,976· $156,863 $402,644 $198,357 $757,864 > 

8. Local Mandates ........ 291 -291 309 -309 t3 
9. Employffient ::e 

a. GAIN ...................... > 
b. WIN-Demo .......... 100 900 1,000 Z 

0 
c. Other ........... : ........... 

~ 
Totals., ...................... $125,256 $342,143 . $182,816 $650,215 $140,635 $379,735 $190,606 $710,976 $156,863 $402,644 $198,357 $757,864 t"l 

t"' 

~ 
~ 
t"l 
....... ... en w 



754 / HEALTH AND WELFARE Item 5180 

COUNTY ADMINISTRATION OF WELFARE PROGRAMS-Continued 
2. Nonassistance Food Stamps Administration 

a. Basic Caseload Costs .......................................................................... .. 
b. Fraud Prevention/Detection ............................................................ .. 
c. SAWS ....................................................................................................... . 
d. Income and Eligibility Verification System .................................. .. 
e. Voluntary Quit Sanction ................................................................ , .... . 

Subtotal .............................................................................................. .. 
3. Other Programs 

a. Basic Caseload Costs .......................................................................... .. 

Subtotal.. .................................................................... ~ ........................ .. 

B. New Costs 

$1,198 
33 

1,266 
2,659 
-168 

1. Retroactive COLA (3.6%) ...................................................................... $5,398 

Subtotal .............................................................................................. .. 

C. Elimination of Local Mandates.................................................................... -309 

$4,988 

$115 

$5,398 

Subtotal................................................................................................ -309 

1987-88 expenditures (proposed) .................................................................... .. 
Change from 1986-87: 

Amount .............................................................................................................. .. 
Percent .............................................................................................................. .. 

ANALYSIS AND RECOMMENDATIONS 
Income and Eligibility Verification. System 

$156,863 

$16,228 
11.5% 

We recommend a reduction of $5.3 million ($1.8 million General Fund 
and $3.5 million federal funds) in order to reflect a more cost-effective 
targeting of county case review under the Income and Eligibility Verifica
tion System. We further recommend that the Legislature adopt supple
mental report language directing the Department of Social Services to test 
a number of different levels of follow-up in order to determine the most 
effective targeting of county case reviews. (Reduce Item 5180-141-001 by 
$1.8 million and Item 5180-141-890 by $3.5 million.)_ 

The 1987--88 budget proposes $22 million ($5.2 million General Fund, 
$5.2 million county funds, and $11.6 million federal funds) for support of 
the Income and Eligibility Verification System (IEVS). Of this amount, 
$7.7 million is budgeted for activities under the AFDC program and $14.3 
million under the Food Stamp program. This system, which is required by 
federal law, is designed to electronically review the names of AFDC, Food 
Stamp, and Medicaid recipients and applicants in order to verify that these 
individuals accurately report income, assets, and other government bene
fits-such as Unemployment Insurance-to county welfare departments. 
The department expects the system to be fully implemented by Septem
ber 1988. 

IEVS Overlaps Existing Systems. California currently operates a va
riety of computerized fraud detection and eligibility verification systems. 
Specifically, DSS checks income, assets, and government benefits received 
by AFDC recipients. Once IEVS is ftilly operational, the following changes 
will result: . 

• Applicants, as· well as. recipients, of AFDC would be reviewed for 
unreported sources of income and assets. Currently, only recipients 
receive these rev:iews. 

• Individuals who receive only food stamp benefits would be subject to 
these reviews. Currently, these individuals are not subject to such 
reviews. 
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• Counties would be required to follow-up on all information received 
from the automated fraud systems. Currently, counties have the op
tion of investigating cases where computer reviews indicate that fami-
lies have sources of income.· . 

We discuss implementation of IEVS in our analysis of Medi-Cal adminis
tration expenditures (please see Item 4260). In that analysis, we reach the 
following conclusions: 

• . Targeting Needed. The budget requests funds to review 100 per
cent of the cases where income and· assets are found-no·. matter 
whether $1 or $100,000 of income or !!-ssets are identified by the com
:Ruter review. We think that by targeting follow-up to those cases with 
the highest potential return, the state will realize large administrative 
savings without a large reduction in the level of grant savings assumed· 
in the budget. ; 

• Automation of Case Reviews May Increase Savings. The budget 
proposal assumes manual review of cases. We believe that automating 
a portion of the follow-up activities would achieve major savings to 
the state. 

Clearly, the state must comply with the federal I~VS requirement. We 
believe that a reasonable response to this mandate. is to maximize the 
savings and minimize the cost of IEVS. In order to achieve this goal, the 
state should follow-upon less than 100 percent of the cases. The depart
ment, however, does not have the necessary data to most effectively target 
follow-up. activities. Until that data are available, we believe that the 
existing level of follow"up would provide the most cost-effective targeting 
guidelines for IEVS. 

Therefore, in orderto implement IEVS in a cost-effective manner, we 
recommend that the Legislature: 

1. Reduce proposed IEVS funding by $5;3 million ($1.8 million General 
Fund, $3.5 million federal funds) in order to reduce the level of follow-up 
from 100 percent to the level of case review currently established for 
existing fraud activities. This level of follow-up is based on the depart
ment's past assessment that cases warrant review only when identified 
resources exceed a set dollar amount. Our recommendation would require 
counties to follow-up on all cases where reviews indicate follow-up is 
warranted. Since counties do not currently follow-up on all targeted cases, 
our recommendation. would substantially increase the existing level of 
county case reviews. 

2. Require DSS to gather data necessary to target cases for each of the 
types of income,assets, and benefits. With this data, the department will 
be able to determine the level of case review that yields the highest level 
of fraud detection while minimizing administrative costs. 

3. Require DSS to report to the Legislature on the extent to which 
county case reviews can be automated. 

The following supplemental report language is consistent with this rec
ommendation: 

"The Department of Social Services shall test a variety of follow-up 
thresholds under the Income and Eligibility Verification·System (IEVS) 
program in order to determine the amount of follow-up that is needed to 
ensure that the program maximizes savings at the lowest possible· costs. 
The department shall report by December 1, 1987 to the Legislature 
concerning the extent to which local follow-up activity can be automated. 
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This report shall include an assessment of the costs and savings of automat
ing the various components of county IEVS workload." 

Cost Control Study Could Affect Costs in 1987-88 
We withhold recommendaUon on $2.5 million from the General Fund 

proposed for county administration of AFDC pending receipt of a final 
implementation plan for establishing productivity targets from the De
partments of Social Services and Health Services. 

The 1986 Budget Act requires· the Departments of Social Services and 
Health Services to conduct a study' of the current cost control plan that 
is used for funding county administration of the AFDC, Food Stamp, and 
Medi-Cal programs. The County Welfare Directors Association (CWDA) 
also is participating in the study. The current cost control plan establishes 
productivity levels for each county's eligibility workers. Using these tar
gets, the department calculates allowable county administrative costs. 

The base year used to set productivity targets for AFDC administration 
is 1980-81. This means that, for the purpose of funding county operations, 
eligibility worker targets were last updated during 1980-81. While DSS 
adjusts targets to compensate for changes in workload associated with 
policy changes, any increases or decreases in worker productivity due to 
innovations in local administration, such as automation, are not reflected 
in productivity targets. . 

The outcome of the required study of caseload targets could significant
ly affect the level of funding needed to support AFDC and Food Stamp 
program administration in the budget year. According to DSS, for in
stance, updating the base year for AFDC and food stamp productivity 
targets to 198~6 would result in General Fund savings of $7.5 million, or 
4.8 percent, from the level proposed for 1987.:...88. The department further 
advises that, should the Legislature approve these" higher targets,DSS 
would suggest a three-year phase-in period, in order to allow counties time 
to adjust. This phase-in schedule would reduce budget-year savings to $2.5 
million. 

The 1986 Budget Act states the Legislature's intent to act on one of three 
cost-control alternatives: (1) if the state departments agree with the 
CWDA on a method of determining targets, then the agreed-upon plan 
should be implemented; (2) should the parties not agree on a methodolo
gy, any alternative method proposed by CWDA would be considered by 
the Legislature; and (3) should no new proposal be satisfactory, the act 
states the Legislature's intent to update the base year used to set produc
tivity targets. 

Until the joint cost control report is submitted, the Legislature cannot 
act. Since an update of the base year would result in substantial General 
Fund savings, we withhold recommendation on $2.5 million from the 
General Fund pending receipt of the final cost control study. 

County Welfare Department Overhead Costs 
We recommend that the Legislature adopt supplemental report lan

guage requiring the department to report by December 1~ 1987 on the 
impact of changing the method used to allocate county welfare depart-
ment overhead costs.. ' . 

County administrative allocations are determined in two parts. First, 
support for direct costs-salaries and benefits of workers who directly 
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provide services-,-are calculated based on county-specific productivity 
targets (see above discussion). The remaining administrative staff (over
head) costs are then allocated to each program operated by county wel
fare departments based onthe program's share of direct service costs. This 
cost allocation plan is designed to ensure that each program pays for its 
appropriate share of the costs 6f operating the welfare departments. 

It is important to accurately distribute overhead costs because state and 
county funding shares for administration differ by program. The Medi~Cal 
and GAIN programs, for example, require no county funds; thus, adminis
trative costs are shared equally by the state and federal governments. The 
administrative costs of the Food Stamp and AFDC programs are shared 
between the federal government (50 percent) and state and county gov
ernments (25 percent each). Thus, if administrative costs attributable to 
the· GAIN program are charged to the AFDC· program, counties would 
pay more than their fair share of overhead costs. 

New Method of Allocating· Overhead Contemplated. According to 
DSS, the complications of introducing the GAIN program into the alloca- .. 
tion method-and the potential for unintended cost shifts-prompted the 
department to look for alternatives to the current overhead cost system. 
Instead of allocating overhead costs based on service costs, beginning in 
1988-89 counties would be required to track a large proportion of actual 
overhead costs resulting from the operation of each program (referred to 
as "direct charge"). 

Changing the overhead allocation methodology to a direct charge sys
tem may result in cost shifts, however. This would occur if the current 
system does not accurately charge programs for the costs generated by 
each program. While it is likely that counties will experience relatively 
small cost shifts, these small shifts could add up to a significant amount of 
General Fund costs or savings to the state. 

The department advises that it cannot make any projection of the cost 
impact of direct charging until after the completion of a pilot study which 
will begin in April 1987. This pilot will measure the extent to which cost 
shifts occur due to direct charging. 

Since direct charging may result in significant General Fund costs or 
savings, we believe the Legislature needs to know what the department 
plans to do regarding changing the overhead allocation methodology as 
well as the poteIltial fiscal consequences of any change in the way over
head costs will be allocated. For these reasons, we recommend that the 
Legislature adopt supplemental report language requiring DSS to report 
by December 1, 1987 on (1) its plan to revise the method used to allocate 
county welfare department overhead costs, (2) the anticipated impact of 
this change on each county, (3) the department's plan to temporarily or 
permanently reduce the impact on individual counties, and (4) the cost 
or savings to the state due to shifts in the amount of overhead attributed 
to the operation of AFDC, Food Stamp, GAIN, Medi-Cal, and other social 
services programs. 

The following language is consistent with this recommendation: 
"The Department of Social Services shall report by December 1, 1987 

to . the fiscal committees of the Legislature and the Joint Legislative 
Budget Committee on its plan to revise the way county welfare depart
ment overhead costs are allocated beginning in 1988-89. This report 
shall fully describe the department's proposal and shall include the 
following information: (1) the total cost or savings to the state due to 
shifts in the amount of overhead attributed to the operation of the Aid 
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to Families with Dependent Children, Food Stamp, Greater Avenues. 
for Independence, Medi-Cal, and other social services programs admin
istered by county welfare departments; (2) the costs or savings that· 
each county would experience due to cost shifts; and (3) the depart
ment's plan to temporarily or permanently reduce the impact of these 
shifts on individual counties." 

The GAIN Program Will Result in Administrative Savings 
We recommend a reduction of $1.8 million ($582,000 from the General 

Fund and $1.2 million from federal funds) in order to reElect the adminis
trative savings of caseload reductions resulting from education and train
ing services· provided under the GAIN program.. (Reduce Item 
5180-141-001 by $582,000 and Item 5180-141-890 by $1.2 million). 

The Greater Avenues for Independence (GAIN) program provides ed
ucation and training services to AFDC recipients in order to help them 
find employment. The 1987--88 budget reflects savings in AFDC grants 
resulting from GAIN participants finding jobs, thereby reducing or elimi
nating their need for state assistance. The 1987,...88 budget proposes $130 
million in grant savings due to GAIN. (Please see Item 5180-101 for a more 
complete discussion of this estimate.) 

The budget, however, does not propose corresponding savings in AFDC 
administrative costs due to the GAIN program. The department advises 
that not all increases in employment will result in administrative savings. 
This is because some individuals will not earn enough to be terminated 
from aid. For these families, AFDC grants will be reduced, but not elimi
nated. Thus, no administrative. savings would result from families that 
receive a reduction in their AFDC grant due to income from employment. 

There would be administrative savings to county welfare departments 
however, for families who are terminated from aid. This is because the 
counties would no longer have to review these cases monthly. In order to 
accurately reflect this reduction, we relied upon administrative cost data 
from the Manpower Demonstration Research Corporation study of the 
San Diego Employment Preparation Program. Using this data and DSS 
projections of GAIN caseloads, we estimate that administrative savings 
due to GAIN will total $1.8 million ($582,000 General Fund, $1.2 million 
federal funds). 

Therefore, in order to reflect the administrative savings that realistically 
can be expected to result from caseload reductions due to education and 
training services provided under the. GAIN program, we recommend a .. 
reduction of $582,000 from the General Fund and $1.2 million in federlll 
funds. 
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Department of Social Services 

SOCIAL SERVICES'PROGRAMS 

Item 5180-151 from the General 
Fund and Federal Trust Fund Budget p. HW 155 

Requested 1987-88 ............................................... , .......................... $520,318,000 a 

Estimated 1986-87 ........................................................................ : ... 430,584,000 
Actual 1985-86 ................................................................................... 306,636,000 

Requested increase $89,734,000 (+20.8 percent) 
Total recommended reduction ..................................................... $5,000,000 

a This amount includes $25/i,OOO proposed in Item 5100-1Bl-00l (b) for cost-of-Iiving increases. 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-151-OO1-Social Services Programs, local as

sistance 
51BO-151-890-Social Services Programs, local as

sistance 
5180-181-001 (b)-Social Services Programs, local 

assistance 

Total 

Fund 
General 

Federal 

General 

Amount· 
$520,062,000 

(492,462,000) 

256,000 

$520,318,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Child Welfare Services (CWS).,.--Case Definitions: Rec- '765 
ommend that the Legislature adopt supplemental report 
language requiring the department to develop uniform 
ease definitions for the CWS program. . 

2. CWS-Workload Guidelines. Recommend that the 766 
Legislature adopt supplemental report language requiring 
the department to review its current workload g~delines. 

3. CWS-Corrective Action. Recommend that the Legis-767 
lature adopt supplemental report language requiring the 
department to develop corrective action plans in order to 
bring the adininistrafion of the CWSprogr~m into compli-
ance with state and federal regulations. -

4. CWS-Caseload. Estimates. Recommend that prior to 769 
budget-hearings, the department advise the fiscal commit-
tees on its progress in adjusting its estimate of caseloads to 
account for specific factors. 

5. County Services Block Grant-Funding. Recommend 77.0 
that the Legislature adopt supplemental report language .. 
requiring the department to determine the appropriate . 
funding and staffing levels for the programs in the County.· 
Services Block Grant. . 

6. Office of Child Abuse Prevention-Primary Prevention 773 
Programs. Recommend that the Legisl~ture adopt sup
plemental report language requiring the departinent to 
report on the performance of the Primary Prevention Pro
grams and their impact on the CWS system. 

25--75444 
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7. Office of Child Abuse Prevention-Child Abuse Preven- 776 
tion and Intervention Programs. Recommend that the 
Legislature adopt supplemental report language requiring 
the department to modify its current evaluation system. 

8. In-Home Supportive Services (IHSS)-Federal Funds. 782 
Reduce Item 5180-151-001 by $400,000 and increase Item 
5180-151-890 by $400,000. Recommend a reduction in 
General Fund support to reflect.an increase in available 
federal Title XX funds. Further recommend that the Legis
lature adopt Budget Bill language requiring the depart-
ment to use specified federal funds that revert to it for 
support of the IHSS program. 

9. IHSS-Court Case Costs. Recommend that the depart- 783 
ment advise the fiscal committees on the basis for its esti-
mate of the cost of retroactive payments for a court case. 

10. IHSS-Preadmission Screening (PAS). Reduce Item 784 
5180-151-001 by $3.2 million. Recommend a reduction 
in General Fund support to reflect a lower number of 
referrals from the PAS program to IHSS. 

11. IHSS-Contract Costs. Recommend that the depart- 784 
ment advise the fiscal committees on the basis for its pro
jection that contract costs will not increase in 1987--88. 
Further recommend that the Legislature adopt supple-

. mental report language requiring the department to sub
mit a report on the reasons for contract cost increases, and 
its plan to control these costs. 

12. IHSS-Workers' Compensation Costs. Recommend that 786 
the department advise the fiscal committees on the basis 
for its estimate that workers' compensation costs will in
crease by 82 percent in 1987--88. 

13. IHSS-Mid-year Allocation Formula. Recommend that 786 
the department advise the fiscal committees on its plan for 
the mid-year allocation of IHSS funds in the current year 
and in 1987--88. 

14. Greater Avenues for Independence (GAIN)-Redirection 788 
of Available Resources. Recommend that prior to 
budget hearings, the department report to the fiscal com
mittees on its revised estimate of the amount of existing 
resources that may be redirected and used to provide edu
cation and training s~rvices to participants in the GAIN 
program. 

15. GAIN-Administrative Links to Existing Programs. 790 
Recommend that prior to budget hearings, the depart-
ment advise the fiscal committees of the actions that are 
needed to ensure that existing resources will be available 
to GAIN participants. 

16. GAIN-Maximize Federal Funding. Increase Item 5180- 791 
151-890 by $2.8 million. Recommend increasing federal 
funding in order to reflect the full amount of funds that are 
available to the state for the operation of employment pro
grams for Aid to Families with Dependent Children 
(AFDC) recipients. 

17. GAIN-Availability of Additional Federal Funds. Rec- 791 
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ommend that the department submit along with the May 
revision an assessment of the GAIN activities that are eligi
ble for support with specified federal funds. 

18. Work Incentive Demonstration (WIN-Demo)-Funding 792 
Needs. Reduce Item 5180-151-890 by $781,000 arid in
crease reimbursements by $1.4 million. Recommend 
reducing $781,000 in federal funds and redirecting a like 
amount in General Fund support from the WIN-Demo 
program to the GAIN program in order to accurately re-
flect the funding needs of the Employment Development 
Department under the WIN-Demo program. Further rec
ommend increasing DSS. reimbursements for the GAIN 
program by $1.4 million in order to recognize the availabili-
ty of federal Job Service funds. 

19. GAIN-Child Care Licensing Funds. Reduce Item 5180- 792 
151-001 by $1.4 million. Recommend that $1.4 million 
from the General Fund for the support of child care licens-
ing activities be transferredto other items where this fund-
ing properly belongs. . 

20. GAIN~Remedial Education Expenses. Recommend 793 
that prior to budget hearings, DSS report to the fiscal com
mittees regarding its proposed policy for allowing countY 
remedial education costs to exceed the amount provided 
by average daily attendance reimbursement. 

GENERAL PROGRAM STATEMENT 
The Department of Social Services (DSS) administers various programs 

that provide services, rather than cash, to eligible persons who need gov
ernmental assistance:The six major programs providing these services are 
(1) Other County Social Services (OCSS), (2) Specialized Adult Services, 
(3) Employment ServiCes, (4) Adoptions, (5) Refugee programs, and (6) 
Child Abuse Prevention. 

Federal funding for social services is provided pursuant to Titles IV-A, 
IV-B, IV-C, IV-E, and XX of the Social Security Act and the Federal 
Refugee Act of 1980. In addition, 10 percent of the funds available UJider 
the federal Low-Income Home Energy Assistance (LIHEA) block grant 
are transferred to Title XX social services each year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget requests an appropriation of $520.3 million from the Gen

eral Fund to support social services programs in 1987-88. This is an in
crease of $89.7 million, or 21 percent, above estimated. current-year 
expenditures. 

The budget proposes. $1.1 billion in expenditures from all funds to sup
port social services. This amount consists of $1 billion in appropriated 
funds (state and federal funds), $85.7 million in county expenditures, and 
$5.3 million from the State Children's Trust Fund. Table 1 displays pro
gram expenditures and funding sources for these programs in the past, 
current, and budget years. . 
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Table 1 
Department of Social Services 

Social Services Programs 
Expenditures From All Funds .. 

1985-86 through 1987-88 a 

(dollars in thousands) 

Actual Est. Prop.' 
Program i985-86 1986-87 1987-88 b 

A. Other County Social Services ...... $289,212 $355,964 $395,940 
1. Child Welfare Services .............. 216,770 280,580 318,389 
2. County Services Block Grant .. 72,351 75,384 77,551 

B. Specialized Adult Services ............ 397·,520 434;184 479,674 
1. In-Home Supportive Services ... 391,922 428,488 473,978 
2. Maternity Home Care ................ 2,184 2,254. 2,254 
3. Access Assistance for· DeaL ...... 3,414 ·3,442 3,442 

C. Employment Services .................... 17,454 121,514 154,453 
1. GAIN .............................................. 3,727 45,100 109,123 
2. WIN-Demo .................................. 12,118 30,135 13,219 
3. JTP A ............... ::;';:: ......................... 1,609 3,453 
4. Other ............ :.; ......... ;; .................... 42,826 32,m 

D. Adoptions ........................................... 15,685 ·20,950 21,032 
E. Refugee Assistance .......................... 34,316 43,979 30,332 

1. Social Services .............................. 15,680 28,070 15,495 
2. Targeted Assistance .................... -2 14,694 14,533 
3. RDP ................................................ 18,638 1,215 304 

F. Child Abuse Prevention ................ 17,601 24,321 23,131 

Totals· .......... ; ................................... $771,697 $1,000,912 $1,104,562 , 
Funding Sources 

. General Fund C .................................. $306,636 $430,584 $520,995 
Federal Funds ................... : ................ 396,802 481,257 492,462 
County Funds ...................................... 69,174 86,733 85,767 
Children s Trust Fund ...................... ~915 2,338 5,338 

Item 5180 

Changef'rom 
1986-87 

Amount .. Percent 
$39,976 11.2% 
37,809 13.5 
2,167 2.9 

45,490 10.5 
.45,490 10.6 

32,939 
64,023 

-16,916· 
~3,453 

-10,715 
82 

-13,647 
-12,575 

-161 
-911 

-1,190 

$103,650 

$90,411 
11,205 
-966 
3,000 

27.1 
142.0 

-56.1 
-100.0 
-25.0 

0.4 
-31.0 
-44.8 
-u 

-:-75.0 
-4.9 

10.3% 

21.0% 
2.3 

-1.1 
128.0 

a Includes actual 1985-86 and anticipated 1986-87 and 1987-88 county expenditures, . 
b Includes funds for 1987-88 COLAs ($256,000 from the General Fund and $28,000 in county funds). Also 

included in these amounts is the Child Welfare Services COLA for 198tHl7. 
C Includes General Fund expenditures of $520.3 million requested in the Budget Bill and $677,000 from 

other appropriations. 

Significant Budget Changes 
Table 2 shows that the propose~level of expenditures from all funds for 

social services in 1987-88 is $1.1 billion, which is anincrease of $103 million 
or 10 percent, above estimated current-year expenditures. It also shows 
the various changes in funding for social services programs that' are 
proposed in the budget year. The more significant of these changes are as 
follows: 

• A $31.1 million increase due to anticipated growth inpaseloads under 
the Child Welfare Services' (CWS) program. . ... 

• A $10.1 million increase to adjust for an unallocated budget reduction 
in the current year in the CWS program. 

• A $29.5 million increase in the IHSS program due to increased case
loads. 

• A $16.9 million decrease in the Work Incentive (WIN) program due 
to the change over from WIN to the Greater A venues for Independ
ence (GAIN) program in 29 counties. 
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• A $64.0 million increase in employment programs due to an increase 
from 27 to 56 in the number of counties operating a GAIN program . 

• A $13.6 million decrease in social services programs for refugees due 
to the carryover of funds from 1985-86 into the current year. 

Table 2 
Department of Social Services 

Proposed 1987-88 Budget Changes 
Social Services Programs 

All Funds· 
(dollars in thousands) 

1986-87-expenditures (revised) .................................. : ....................................... .. 
A. Proposed changes: 

1. Other County Social Services 
a. CWS increased caseload ...................................................................... .. 
b. CWS prior-year COLA costs ........................................ : ...................... . 
c. Reduction in costs for severely emotionally disturbed children. 
d. CWS Appeals .......................................................................................... .. 
e. Restoration of current year reduction .............................................. .. 
f. One-time restoration of budget reduction ........................ : .......... : ... . 
g. IHSS administration increased caseload ................................... ; ...... .. 
h. Other IHSS administration costs ...................................................... .. 
i. APS demonstration projects net savings .......................................... .. 

2. In-Home Supportive Services 
a. Increased caseload ......................................................... ; ...................... .. 
b. Miller vs. Woods ·court case ............. ; ....... , ...... , .................................... .. 
c. Time-per-task savings ............................................................................. . 
d. Gatekeeper iricreased caseload ................. , ......................................... . 
e. Restoration of program reductions .................................... : .............. . 
f. Workers' compensation increased costs ............................................ .. 
g. Other IHSS increased costs ................................................................ .. 

3. Employment Services 
a. WIN program phase-out ...................................................................... .. 
b. }TPA child care ..... ; ................................................................................ .. 
c. Reductions in other employment programs ..... ; ............................ .. 
d. GAIN program expansion .................................................................. .. 

4. Adoptions 

$31,145 
1,139 
-961 
1,442 

10,088 
-5,044 

2,180 
63 

-76 

29,542 
8,667 

-1,427 
1,791 
2,047 
3,548 
1,038 

-16,916 
-3,453 

-10,715 
64,023 

a. Enhanced private agency reimbursement .; ............................... ;...... 82 

5. Refugee Programs 
a. Reduced carryover ........................ ;......................................................... -13,647 

6. Child Abuse Prevention 
a. Federal grant programs ........................................................................ -1,190 

B. Proposed COLAs 
,L IHSS Statutory maximum .. ·.......................................................................... 284 

$1,000,912 

. 39,976 

45,206 

32,939 

82 

-13,647 

-1,190 

284 
1987-88 expenditures (proposed) ........................................................................ $1,104,562 

. Change from 1986-87: 
Amount .............................. ,..................................................................................... $103,650 
Percent .................................. , .................................................................. , ....... ,.... 10.3% 

The proposed increase of $103.6 million from all funds consists of (1) a 
General Fund increase of $90;4 million, or 22 percent, (2) a federal funds 
increase of $11.2 million, or 2.3 percent, (3) a decrease in county funds of 
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$966,000, or 1.1 percerit, and (4) an increase of $3 million from the State 
Children's. Trust Fund. The General Fund bears a larger share of the 
increase in the cost of social services programs for the following reasons: 

• County Share Limited. Because the county share of costs for sev
eral of theset.rograms is limited, increased costs are borne by the 
General Fun . For example, state law limits the increase in the coun
ties' share of CWS program costs to the percentage cost-of-living 
increase provided in the program. In addition, the counties do not 
share in the costs of the GAIN program which are anticipated to 
increase by 142 percent in 1987-88. Asa result, the General Fund will 
support most of these increased costs for the GAIN program. 

• Limited Federal Funds. The amount of federal funds made avail
able to California is not based on the cost of the programs, but on 
federal appropriation levels and thestate's share of the nation's popu
lation (or other demographic measures). Thus, although expendi
tures for the programs supported by Title XX (IHSS) are budgeted 
to grow by 10 percent in 1987-88, ,California's Title XX allocation for 
federal fiscal year 1988 (FFY 88) is expected to be only 1.8 percent 
more than the state's allocation for FFY 87. 

ANALYSIS AND RECOMMENDATIONS 
OTHER COUNTY SOCIAL SERVICES 

Proposed Funding for OCSS. The budget prQposes total spending 
of $395.9 million for the Other County Social Services (OCSS) program in 
1987-88. This amount consists of $59.2 million in federal funds (Titles IV -A, 
IV-B, and IV-E), $271.7 million in General Fund support, and $65.0 million 
in county funds. The total amount proposed for OCSS is $39.9 million, or 
11 percent, more than is estimated to be expended in 1986-87. 

Of the amount requested for OCSS, $318.4 million is proposed for the 
Child Welfare Services (CWS) program. This amount includes $11.1 mil
lion (all funds) to fund an average statewide 3.6 percent COLA estimated 
to be provided by county welfare departments to their CWS staff in 1986-
87. The balance of the OCSS request-$77.5 million-is proposed for the 
County Services Block Grant (CSBG). The budget does not propose a 
COLA for OCSS to compensate for inflation in 1987-88. 

County Services Block Grant (CSBG). The CSBG programs include 
In-Home Supportive Services (IHSS) administration, out-of-home care 
and protective services for adults, information and referral, staff develop
ment, and 13 optional programs. 

Child Welfare Services (CWS). The CWS program provides serv
ices to abused and neglected children and children in foster care and their 
families. The program has four separate elements: 

• The Emergency Response program requires counties to provide im
mediate social worker response to allegations of child abuse and ne
glect. 

• The Family Maintenance program requires counties to provide ongo
ing services to children (and their families) who have been identified 
through the Emergency Response program as victims,. or potential 
victims, of abuse or neglect. 

• The Family Reunification program requires counties to provide serv
ices to children in foster care who have been temporarily removed 
from their families because of abuse or. neglect. . 

• The Permanent Placement program requires counties to provide case 
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management and placement services to children in foster care who 
cannot be safely returned to their families. 

The Department Has No Uniform Case Definitions for the Child Welfare Serv
ices Program 

We recommend that the Legislature adopt supplemental report lan
guage requiring the Department of Social Services to develop uniform 
case definitions for the Child Welfare Services program and to provide 
these definitions to the Legislature by March 1, 1988. 

During the last couple of years the Department of Social Services (DSS) 
and county welfare departments have attempted to reach agreement on 
the definition of a case for the four components of the Child Welfare 
Services (CWS) program: Emergency Response, Family Maintenance, 
Family Reunification, and Permanent Placement. Case definitions are 
particularly important in the current year because the 1986 Budget Act 
requires that the allocation of CWS funds to counties be based 50 percent 
on caseloads. The Budget Act also expresses Legislative intent that by 
1988-89 county allocations for the CWS program will be based 100 percent 
on caseloads. It is our understanding that the department and the counties 
have reached agreement on the definition of a case for all components of 
CWS except Emergency Response (ER). 

The department advises that it is difficult to define .ER "cases" because 
there is no agreement as to the point at which a report of child abuse 
should be considered an ER case. A case could exist at the time a report 
is made; at the time of intake into the ER program; or, at the time of 
disposition from the ERprogram. Currently, the department assumes that 
an ER case exists only after it has gone to the point of disposition. In other 
words, counties are given credit for ER cases once the case has been 
disposed of through closure or transfer to another CWS program. This . 
method has two major shortcomings: 

• It does not take into account staff time spent on (1) ER reports that 
do not contain sufficient information to warrant an investigation and 
(2) investigations that result in a social worker being unable to find 
the alleged victim. Thus, counties will not receive reimbursement for 
these activities. . 

• It does not identify the amount of time a case may be in ER before . 
it is disposed of. A case may receive service for two days or two weeks 
before disposition, but it is counted for a month. As a result, counties 
may be over paid depending on the actual time a case was receiving 
services. 

In view of these shortcomings, the department should take the follow
ing steps in order to assure that the counties are being reimbursed appro
priately and that the state is paying no more than what each case requires. 
First, the department should group the ER activities according to the 
amount of time involved, thereby establishing two or more types of ER 
cases. Second, the department's budget proposal should be based on esti
mates of the amount of social worker time required for each type of case. 
Third, the department should then allocate funds to counties according to 
these factors. This would assure that the counties are reimbursed accord
ing to the work performed and that the department is paying only for 
actual ER activities. . . 

The department and the counties are apparently near agreement on 
case definitions for the Family Maintenance,Family Reunification, and 
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Permanent Placement programs. The department should formalize the 
case. definitions for these programs and then base its budget proposal and 
allocations on these definitions. This would provide some assurances to the 
Legislature and the counties that only the actual services provided would 
receive reimbursement. 

Therefore, we recommend that the Legislature adopt supplemental 
report language requiring the department to adopt case definitions and 
report on the definitions by March 1, 1988. The following language is 
consistent with this recommendation: 

"The DepaItment of Social Services sh~l adopt case definitions for each 
of the four Child Welfare Services (CWS) programs and budget and 
allocate funds according to these case definitions. The department shall 
develop a case definition for the Emergency Response (ER) program 
that will: . 
".. Account for all activities performed· on reports of child abuse. 
". Group referrals according to .the activities J>erformed for example, 

referral cases could be comprised of the following activities: 
-Report taken, but insufficient for response. 
--'-Attempted response, but no investigation. 
-Investigation and closure without further action. 
"Service cases could be comprised of the following: 
-Reports that result in an intake to ER. 
-Intakes that are transferred to other CWS programs. 

". Determine the length of time cases receive services in ER. 
"The department shall provide these case definitions to· the Legislature 

by March 1, 1988." 

The Department's CWS Workload Guidelines Are Inadequate 
We recommend that the Legislature adopt supplemental report lan

guage requiring the Department of Social Services to review its current 
workload guidelines and report on the results of this review by April 1, 
198~' 

The Department of Social Services· (DSS) builds its budget proposal for 
the CWS program based on workload guidelines for each of the fourCWS 
components. These workload guidelines represent the number of cases 
that the "average" social worker should be able to carry. The department 
assumes that social workers can carry the following number of cases per 
month: 

• 15.8 cases for the Emergency Response program. 
• 35 cases for the Family Maintenance program. 
• 27 cases for the Family Reunification program. 
• 54 cases for the Permanent PhlCement program. 
Recently, the accuracy of these workload guidelines has been called into 

question. 
Emergency Response Guidelines Are Questionable. The depart

ment maintains that the workload guideline for Emergency Response 
(ER) is too low. Specifically, the department believes that the guideline 
of 15.8 casel) per month does not. adequately account for the varying 
lengths of time that a case will remain in ER. For example, the workload 
guideline does not account for the increasing number of ER cases that are 
investigated and closed without any further action by an ER social worker. 
Recent data indicates that as of January 1985, 61 percent of all ER cases 
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were closed after investigation without further action. By June 1986, 77 
percent of allER cases were closed after investigation without further 
action. This results in a decreasing amount of work done on ER cases over 
time. Because the 15.8 workload guideline has never been revised, it does 
not account for this decline in the amount of work performed per case. 

The Family Maintenance Guideline Is Questionable. The Family 
Maintenance (FM) guideline of 35 cases per month has been called into 
question by a recent department review of the CWS system. This review 
uncovered 3,300 FM cases statewide that were not active and not receiv
ing services, but for which the state had been allocating funds to the 
counties. This resulted in the state paying for a workload that was lower 
than the established guideline. .: 

The adequacy of the FM guideline also is called into question by the 
relatively slow, growth in the FM program compared to the caseload 
growth in the Family Reunification and Permanent Placement programs. 
In 1987-88, the department estimates that the FM caseload will grow by 
2.2 percent while the Family Reunification and Permanent Placement 
caseloads will grow by about 8.7 percent. This difference in growth rates 
may indicate that social workers are placing children in foster care in 
order to manage their caseloads in FM. 

Department Needs to Time Study Activities to Determine Appropriate 
Workload Guidelines. In order to resolve the questions surrounding 
the workload guidelines in the ER and FM programs, we recommend that 
DSS time study the activities of these programs. Based 011 the results of 
this study, the department should revise its guidelines used in the budget 
proposal and the allocations to the counties. 

The following supplemental report language is consistent with this rec-
ommendation: 

"The Department of Social Services shall perform. a time study of the 
Emergency Response and Family Mairitenance programs. The study of 
the Emergency Response program should determine the number of 
each type of Emergency Response case that can be managed by a social 
worker. The study of the Family Maintenance program should empha
size the amount of time needed to provide appropriate efforts to avoid 
out-of-home placement for a child. The study shall be made of an ade
quate number of cases in a representative sample' of counties. The de
partment shall report the results of the study to the Legislature by April 
1, 1988." . . 

The Department Needs to Take Corrective Action in Child Welfare Services 
Program 

We recommend that the Legislature adopt supplemental report lan
guage requiring the Department of Social Services to develop a corrective 
action plan by December 1~ 1987 in order to bring the administration of 
the Child Welfare Services program into compliance with state imd fed
eral regulations. 

In the fall of 1986 the department conducted a review of the Child 
Welfare Services system in all 58 counties. This r.eview was conducted in 
anticipation of the federal government's review which is scheduled for 
1987. The review evaluated counties' performance in such areas as devel
oping case plans, maintaining proper case files, and reviewing cases within 
the required time frames. It was not designed to evaluate the quality or 
effectiveness of services provided by the county welfare departments to 
abused children and their families. ' 
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The state reviewed five "critical elements" and 26 "essential elements" 

of the CWS program. The critical elem~nts measured compliance with 
federal law requirements such as (1) keeping assessments or reassess
ment~ of case plans current and (2) holding permanent placement hear
ings within .18 months of placement. These elements were weighted more 
heavily than the essential elements. The essential elements were designed 
to' measure county compliance with state .. regulations regarding such 
things as court and administrative reviews and completeness of required 
documents. 

The results of the state's review indicates that county performance was 
poor: 37 counties, or 63 percent, failed the review. In general, the prob
lems fell into three categories: 

• Deficiencies in the most basic requirements of the. CWS system, such 
as the lack of service plans for some clients. 

• Inadequate or inaccurate case record keeping. 
• Noncompliance with regulations regarding specific time frames for 

such activities as social worker visits with clients. . 
Corrective Action Is Needed So As Not to Jeopardize the Availability of 

Federal Funds. At the time this analysis was prepared, the depart
ment had no· plans to take corrective action to bring the counties into 
compliance with state and federal regulations. The department acknowl
edges that if the counties' poor performance continues during the fed~ral 
audit, the results would jeopardize up to $19 million in federal Title IV-E 
funds. . ' 

In view of this potentially significant fiscal impact, it is important for the 
Department of Social Services (DSS) to determine how the problems 
identified by its review can be resolved. There are several steps that the 
department should take in order to improve county performance. 

First, the department should study those 21 counties that passed the 
state's compliance review in order to determine the factors, such as re
sources and management practiCes, that account for their good perform
ance. The DSS should then determine what successful management or 
service practices may be replicable in other counties. 

Second, where county staff failed to maintain current service plans and 
the court and administrative reviews were not done within the legal time 
frames, DSS should move quickly to determine why counties are not in 
compliance with these basiC requirements and develop corrective meas
ures. Where inadequate record keeping is the reason for noncompliance, 
the department should develop "model" case files and forms for use by 
counti~s that identify all the information required by the regulations. 
These models should be designed so that their proper use will assure 
counties of Gompliflnce with state and federal regulations. . 

Third, many counties have expressed concern. that the department's 
regulations go beyond the intent of state and federal law. State and federal 
law allow the courts to determine the necessity and frequency of visits 
between social workers and clients. The department, however, imposes 
strict regulations regarding the frequency of social worker visits. For ex
ample, regulations require that social workers make visits to families in the 
F:Mprogramevery 15 days during the first 90 days that the case is open. 
It is unlikelr that every child in the FM program is going to need this 
precise leve of service. By assuming that all children will require the same 
level of service, the department's regulations may result in unnecessary 
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cost to the CWS program." , 
, We, believe that where the usefulness of the regulations is in question 

or 'the regulations are in conflict with court practices, the department 
should work with the coiInties to re-evaluate those regulations and adjust 
them as necessary. , 

Given the counties' generally poor perfonn'ance in the state review and 
the potential federal funds at stake, we recommend that the Legislature 
adopt supplemental report language directing the department to develop 
corrective action plans for those counties that failed the state's review. 
The following language is consistent with this recommendation: 

"The Department of Social Services, in consultation with representa
tives from county welfare departments, shall develop a corrective ac~ 
tion plan for the Child Welfare Services (CWS) program that will. bring 
the administration of the program into compliance with state and fed
eral regulations. The department shall report to the l.egislature by 
Dec,ember, 1987 on the corrective action measures adopted. The deve: 
lopment ofthis plan shall inClude, but notbe limited to, the following: 
". Measures to bring all failing counties' CWS cases up to a minimum 

standard of compliance with federal regulations. 
". A study of passing counties to determine the successful managem~nt 

and service practices that may be replicable in other counties. 
". Model case files and forms for counties to use that will bring records 

and files into compliance with federal and state regulations." 

Costs for EmergencY Response and Family Maintenance Are Potentially Un-
derestimated ' 

We recommend that prior to budgethearings, the department advise the 
fiscal committees of its progress In adjusting its estimate of costs for the 
Child Welfare Services Program to reflect the impact of more recent 
caseload growth and other outreach and educational programs. 

Our analysis of the department's caseload estimates of the Emergency 
Response (ER) and Family Maintenance (EM), programs indicates that 
the growth in these two programs is potentially underestimated. This is 
because the department did not adequately consider certain information 
when puilding its projections for 1987-88. This potentially could result in 
an underestimate of the costs ofthe Child Welfare Services (CWS) pro
gram of approximately $10.4 million ($6.7 million General Fund). 

The department estimates that the caseloads in the ER program will 
increase by 9.6 percent in 1987-88. This projection was built iIsing four 
years of actual caseload data. The first of these four years, however, corre
sponds to the year before the implementation of the current ER program. 
The second year of data corresponds to the phase-iil year of the ER pro
gram. By in9luding data from these years, the department understated the 
subsequent growth in the program. This is because requirements of the 
current ER program, such as mandated child abuse reporting, have result
ed in significantly increased caseloads. After making adjustments to ac
count for these factors, we estimate that the ER caseloads will grow by 15 
percent, rather than 9.6 percent, in 1987-88. 

The department estimates that the FM caseload will grow by 2.2 per
cent in 1987-88. This projection was made using data tha:t included the 
phase-in year of the program. Again, by including these data the depart
ment understated the subsequent growth in the FM program. If we adjust 
for this fact, we estimate that the FMcaseload will grow by5.8 percent, 
rather than 2.2 percent in 1987-88. ' 
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In addition, other factors ml:!.y increase the ER and FM. caseloads in 
1987-88. For example, the heightened public awareness created byout
reach and education programs will tend· to keep abuse reporting at a 
higher level than it would be otherwise. .. 

In estimating the cost of the CWS program, the department should 
consider the more recent caseload trends in ER and FM programs as well 
as the impact of programs outside the CWS system. Therefore, we recom
mend that prior to budget hearings, the department advise the fiscal 
committees on its progress in adjusting its caseload estimates to reflect 
these factors. 

Staffing and Funding Levels of CSBGShould Be Reviewed 
We recommend that the Legislature adopt supplemental rep(jrt lan

guage requiring the Department of Social Services to deteiminethe·appro
priate funding·and staff levels of the programs in the County Services 
Block Grant and rep~rt its findings to the Legislature by January 1,1988. 

The County Services Block Grant (CSBG) includes funds for adminis
tration of the In~Home Supportive Services (IHSS) program, Adult Pro
tective Services (APS) , Information and Referral, Staff Development and 
13 optional programs. The budget proposes $76.8 million for CSBG for 
1987-88. This consists of: (1) $49.2 million for IHSS administration-an 
increase of $2.2 million due to increased caseloads-and (2) $27.6 million 
for the other services combined. Funding for these other services has been 
capped at about this amount for the past four years. 

The department allocates the CSBG funds to the counties as a block 
grant. As a result, the counties have the authority to shift funds among the 
various programs within the block grant. Thus, the counties determine the 
amount of funding each program receives. . 

There are minimal state regulations governing the operation of the 
block grant programs with the exception of IHSS administration. As re
gards IHSS administration, the state has established specific regulations 
regarding time frames for determining eligibility and conducting needs 
assessments and reassessments. In April 1985 the department reviewed a 
sample of cases to determine the counties' compliance with these regula
tions. The results of this review showed that: (1). in 20 percent of the cases, 
the counties failed to determine eligibility within the required 30 day time 
limit; (2) in 17 percent of the cases, the counties failed to conduct needs 
assessments within the 30 day time limit; and (3) in 12 percent of the cases, 
the counties failed to conduct the annual reassessment on time. 

There may be several reasons. for the counties' failure to comply with 
these regulations, including the following: . 

• Counties may emphasize other block grant programs such as APS or 
staff development at th~ expense of IHSS adminIstration. For exam
ple, the budget assumes that IHSS social workers will carry 127 cases 
each month. In sollie counties, however, social worker caseloads ap
proach 300 a month. In these instances, the state is paying for more 
social workers than the county is using, thereby making funds avail-

. able for other CSBG programs. . 
.. Counties are not reimbursed for the actual cost of a social worker. The 

budget assumes that the cost of an IHSS social worker is about $10,000 
less than the actual cost of a social worker in other county· adminis
tered welfare programs, such as Child Welfate Services. . 
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At the time this analysis was prepared, there was not adequate informa
tion to determine the extentto which these factors explain the counties' 
inability to comply with the IHSS administration requirements. It is im
portant for the department to determiIle adequate funding and staffing 
levels for programs in the block grant for two reasons. First, to the extent 
that counties are unable to meet the requirements of the. IHSS program, 
services to recipients will decline. . . . 

Second, in the past few years the Legislature has shown increased inter
est in the establishment of program requirements for the APS program. 
If the current APS. pilot projects result in recommendations for specific 
service levels, the Legislature should know what resources are available 
to fund these requirements. 

Therefore, we recommend that the Legislature adopt supplemental 
report language requiring the department to determine the funding and 
staffing levels that are necessary to fullfil the requirements of the current 
CSBG programs. The department also' should determine the amount of 
resources that will be available from the CSBG to fund any additional 
requirements that result from the APS pilot projects. The following lan
guage is consistent with this recommendation: 

"The Department of Social Services shall submit a report to the Legisla
ture by January 1, 1988 that identifies the funding and staffing levels that 
are necessary to fulfill the current requirements of the programs in the 
County Services Block Grant. The department also shall determine the 
amount of resources that will be available from the County Services 
Block Grant to fund any additional requirements that may result from 
the current Adult Protective Services pilot projects. This report shall 
utilize county-specific information that is availaple from the depart
ment's computerized data base. The report shall include, but not be 
limited to, the following county-specific information for a representa
tive sample of counties: 
". The extent of county compliance with the regulations for the IHSS 

administration program. 
". The caseloads carried by IHSS social workers. 
". The extent of services provided by counties in the Adult Protective 

Services, Information and Referral, and Staff Development pro
grams. 

". The amount of any county overmatch for the County Services Block 
Grant." 

. OFFICE OF CHILD ABUSE PREVENTION 
The Office of Child Abuse Prevention (OCAP) within the Department 

of Social Services (DSS) administers a large number of child abuse preven
tion and intervention programs throughout the state. Most of these pro
grams were established and funded initially by specific legislation. In 
subsequent years, funding was provided by the various Budget Acts. Table 
3 shows the programs administered by OCAP and illustrates several im
portant points about these programs. 

• OCAP Funds Three Types of Services: (1) direct services such as 
counseling, respite care, and parent education provided under .AB 
1733, (2) prevention and training progranlS for school children, par
ents, and teachers provided by AB 2443, and (3) innovative ("experi
mental") treatment and prevention services funded through AB 1562 
and the State Children's Trust Fund (SCTF). 
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.• The General Fund Provides the Bulk of Support for These Services. 
Specifically,71 percent of the funds comes from the General Fund, 
28 percent from the SCTF, and 1 percent from federal funds. 

• Eligibilityfor Direct Services Includes All Children Who AreAbused 
or Neglected or At Risk of Abuse or Neglect. However, several of 
the programs are targeted at specific groups such as newborn infants 
and children who are currently in the Child Welfare Services (CWS) 
system. ' 

It should be noted that OCAP and county welfare department staff do 
not provide direct services. Instead, these services are provided by private 
nonprofit agencies. 

Programs 

AB 1733 
CoUnty Programs 

Innovative Programs 

Training and Tech
nical Assistance 

AB 2443 
Northern Training 
Center 

Southern Training 
Center· 
Primary Prevention 
Projects 

AB 1562 
In-Home Services 

Self-Care Projects 

State Children's Trust 
Fund 

Perinatal TraGking 

Service Directory 

Various Evaluations 

Table 3. 

Child Abuse Prevention Programs 
1987-88 

(dollars in thousands) 

Services Eligibility 

Various child abuse and 
neglect prevention/inter
vention services 

Services to Asian, Hispanic 
and developmentally dis
abled children. and their 
families 
Workshops and staff train
ing for county programs 

Program and technical as
sistance to Northern Pri
mary Prevention Programs 
(PPPs) and to OCAP 
Program and Technical As

. sistance to Southern PPPs 
Classroom and workshop 
training in child abuse and 
neglect prevention 

Crisis counseling, support
ive and follow'up services 
Public education regarding 
"latchkey" children 

Parent edUCation and 
counseling 

Statewide directory of 
child abuse/neglect pre
vention services 
Evaluations of AB 1733, AB 
1562, AB 2443, and Perina
tal Projects 

Children abused/neglect
ed or at risk and their 
families regardless of in
come 
Asian, Hispanic and deve
lopmentally disabled chil
dren at risk of abuse or 
ne~lect 
na 

Children enrolled in pub
lic school or preschool and 
parents and teachers 

Selected children who are 
de~endents of the Court 
na 

Children from the last 
trimester of pregnancy 
through age six months 
who are at-risk of abuse/ 
ne~lect 
na 

Funding" 

$9,360 
General· Fund 

$1,040 
General Fund 

$312 
General Fund 

$600 
General Fund 

$600 
General Fund 

$9,000 
General Fund 

$1,200 
General Fund 

$225 
General Fund 

$340 
SCTF 

$88 
SCTF 

$723 
SCTF 
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Informational Videos Reporting by mandated re- na b 

porters and clergy; abuse 
issues in the Asian and His-
panic Communities 

Federal Grants 
National Council on Development of self- ~a b 

Child Abuse and Ne- evaluation modules for 
glect prevention programs 

Totals 
Funding Sources 

General Fund 
State Children's 

Trust Fund 
Federal Funds 

a Includes $1.8 million in expenditures which will occur in subsequent years. 
b Not Applicable. 

$400 
SCTF 

$193 
Federal Funds 

$24,900 

$17,600 

$7,100 
$193 

There are two sources of support for child abuse prevention programs 
which are not shown in Table 3. First, most counties have their own 
Children's Trust Funds. The counties are not required to report the 
amount of revenue in their funds to the state or the specific uses of these 
funds. Revenues to these funds are from. surcharges on birth certificates 
issued by local health departments, gifts, bequests, any funds appropriated 
by the county boards of supervisors, and interest payments. 

Second, the Office of Criminal Justice Planning (OCJP) also administers 
various child abuse prevention and intervention programs at the local 
level. In 1987-88, OCJP will provide $935,000 to local.child abuse treat
ment and prevention programs through the Victims of Crime Act and the 
Juvenile Justice and Delinquency Prevention Act. A pilot project for 
homeless youth also will be funded at $920,000 through OCJP. 

Review of the Child Abuse Primary Prevention Training Program 
Chapter 1638, Statutes of 1984 (AB 2443), established child abuse pri

mary prevention programs in schools throughout California. The purpose 
of these programs is to provide training and education to children, par
ents, and school staff in order to reduce child abuse and neglect. 

The budget proposes $10.2 million to support these programs in 1987-88. 
Of this amount, $9 million will be distributed to 81 providers serving 131 
areas throughout the state. Providers receive contracts ranging from $50,-
000 to about $150,000. Two training centers, one in northern California and 
one in southern California also will· be funded at a combined annual 
amount of $1.2 million. These centers provide information, training, and 
technical assistance to the 81 service providers. 

Department Should Review Performance of Programs 
We recommend that the Legislature adopt supplemental report lan

guage that requires the Department of Social Services to submit a report 
by February 1, 1988 on the performance and administration of the primary 
prevention program. 

We have reviewed the primary prevention projects administered by 
OCAP and have the following concerns with their operations 

Program Goals and Performance Need Review. The OCAP estab
lished a goal of serving 1.3 million school children during the first year 
(December 1985 through December 1986) of operation of the primary 
prevention programs. The most recent data available shows, however, 
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that the programs made child abuse prevention presentations to 356,401 
children during the first six months of operation (December 85 through 
May 86). At the time this analysis was prepared, the data for the last six 
months of the year were not available. If this trend continues, we estimate 
that the programs will provide services to 708,000 children during the first 
year of operation, or 53 percent of its' goal. 

This apparently modest beginning may be the result of establishing an 
optimistic goal of serving 1.3 million children in the first year. This goal 
may have been unrealistic considering the various problems associated 
with the program's implementation. For example, most of the local pro
grams experienced start-up delays in hiring staff and establishing working 
relationships with local school districts. In addition, because schools are 
closed for part of December, the providers had fewer weeks during that 
month to make their presentations. Furthermore, even if the established 
goal is appropriate, the curricula used by some of the contractors may not 
be the most efficient way to provide information to different age groups. 
For example, a video presentation for older students with one presenter 
may be a more efficient use of staff time than a live skit that uses three 
presenters in one session. . 

Now that the first year of operation is over, OCAP should re-evaluate 
its projected service goals to take into consideration factors such as schqol 
schedules, relationships with school districts, and the economies attained 
by providers of different sizes and with different curricula. 

OCAP Is Working to Determine Curricula Effectiveness. Currently, 
OCAP does not know which of the program contractors are using the most 
effective curricula for preventing child abuse and neglect. This is mainly 
because the. program is new. Wh~n the program started, OCAP had no 
experience in reviewing curricula for child abuse prevention presenta
tions, and therefore could not provide direction to contractors regarding 
the content of their presentations. 

The OCAP has tentative plans to have a consortium of contractors 
evaluate the various curricula in order to determine the appropriateness 
of their. content and style. As a result of this review, OCAP expects to 
develop a "menu" of curricula from which the providers can choose. This 
study should provide OCAP with an opportunity to more clearly identify 
the cost-effectiveness ofthe contractors' services and the need for target
ing services. 

OCAP Does Not Know What Impact. the Primary Prevention Programs 
Have on County Welfare DepartmentCaseloads. Currently, OCAP 
does not know if reports of abuse which originate from the primary pre
vention programs have had a substantial impact on the workload of county 
welfare departments. Although, the primary prevention programs record 
the number of abuse reports made to courtty welfare departments they do 
not follow up to determine if the county responded to the report. 

To the extent that reports of abuse from the primary prevention pro
grams turn out to be unfounded or unsubstantiated, then these programs 
are needlessly increasing the workload of the county welfare departments . 

. On the other hand, the primary prevention programs are likely to bring 
to the attention of county officials actual cases of abuse that otherwise 
would have gone undetected. In order to determine which of these situa
tions is more prevalent, the primary prevention programs should track the 
disposition of the reports 9f abuse they make to counties. Such follow-up 
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should include a determination of the final disposition of the report. 
Currently, OCAP does not have information on the capability of the 

primary prevention programs to track their own reports of abuse. This 
capability may vary depending on factors such as (1) the size of the service 
area, (2) the relationships between the programs, law enforcement, and 
child protective agencies, and (3) the time constraints of the program 
staff. A survey of the programs could provide this information. • 

If the programs have the capability of traci<:ing their reports of abuse, 
the department could establish a system for tracking at least a sample of 
the reports of abuse generated by these programs. This information would 
be useful in determining the impact of these programs on CWS caseloads. 

Program's Performance and Impact Should Be Studied. In view of 
the problems we have identified, we recommend that the Legislature 
adopt supplemental report language requiring OCAP to submit a report 
by February 1, 1988 that examines the perforIpance of the primary pre
vention programs and their impact on the Child Welfare Services case
loads of the county welfare departments. The following supplemental 
report language is consistent with this recommendation: 

"The Department of Social Services shall report by February 1, 1988 on 
the performance of the Child Abuse Primary Prevention Program and 
its impact on the Child Welfare Services system. This report shall in
clude the following: 
"1. Revised performance goals that account for factors such as school 

schedules, and the relationships of the primary prevention pro
grams with school disticts. 

"2. Results of a study of the cost-effectiveness of different curricula and 
the department's recommendations regarding the most effective 
curricula from which the providers can choose. 

"3. Recommendations of the department regarding the need for target
ing primary prevention services to specific groups of children, par
ents, and teachers. 

"4. Results of a survey of providers to determine their capability to 
follow-up on their own reports of child abuse. 

"5. Conclusions of the department regarding the feasibility of imple
menting a system for the tracking of child abuse reports from the 
primary prevention programs." 

Review of the Child Abuse Prevention and Intervention Projects 
Chapter 1398, Statutes of 1982 (AB 1733), appropriated $10 million in 

order to establish child abuse prevention and intervention projects state
wide. Chapter 1398 continues to be funded at an annual rate of $10.4 
million. Of this amount, $1 million is set aside to fund 10 "innovative" 
prevention and intervention projects. The remaining $9.4 million is al
located to counties according to a specified formula. There are 167 county 
projects statewide. 

County boards of supervisors use the funds allocated to them to contract 
with private nonprofit or public agencies to provide services to children 
who are abused or neglected or are at high-risk of abuse and neglect. Some 
of the services typically provided are: (1) counseling, (2) crisis interven-

. tion, (3) child developmenttherapy, (4) respite care, (5) 24-hour care, (6) 
transportation, (7) advocacy services, and (8) referral. services. Many of 
these services are identical to the services provided under the Child Wel
fare Services (CWS) program. 
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Information Collection from the Local Projects Should be Improved 
We recommend that the Legislature adopt supplemental report lan

guage requiring the Office of Child Abuse Prevention to modify its current 
evaluation system to include client-specific and project-specific informa
tion and report by February 1,1988 on the results of its evaluation of the 
projects' relative effectiveness. . 
. The 1984 Budget Act required the Office of Child Abuse Prevention 
(OCAP) to develop and implement a system for evaluating the county 
projects established as a result of Chapter 1398. The system was to measure 
overall project performance with regard to client outcomes, community 
impact, program costs, and the types and extent of services offered. In 
addition, the evaluation system was to develop information about how 
well private contractors coordinated with public child welfare services 
agencies in regards to needs assessment planning and case referral. 

The Usefulness of the Current Evaluation System is Limited. In re
sponse to the requirements of the 1984 Budget Act, the department devel
oped an evaluation system that identifies: (1) the services provided by 
contractors, (2) a sample of the population served, (3) personnel costs and 
resources, and (4) client responses to services received for all projects in 
aggregate. Because the evaluation simply aggregates the data coHected 
from all projects there is no indication as to which projects are providing 
the most cost-effective services. This is because the evaluation system is 
unable to identify: (1) which types of services are provided to which types 
of clients and (2) which services are most effective for particular client 
groups. 

Evaluation Should Measure Project's Relative Effectiveness. In or
der to determine which services are most cost-effective, OCAP should 
develop a method of measuring the "relative effectiveness" of AB 1733 
programs. A measure of relative effectiveness would enable OCAP to 
compare the results of services offered by various projects with those of 
other projects having similar clients. Measures of effectiveness could in
clude: (1) the extent ofreabuse, (2) avoidance of out-of-home placements 
for a specified amount of time, and (3) length of stay in foster care. 

In order to develop a measure of relative effectiveness, several refine
ments need to be made in the collection of data from the projects. Specifi
cally, client-specific data should be gathered on a sample of recipients. The 
data should include information about the client which can be used to 
measure the effectiveness of programs-for example, length of time in 
foster care. In turn, these data could be compared with project-specific 
data such as services provided, frequency and length of services, objec
tives of services, contact with CPS agencies, referral and acceptance re
quirements, and caseloads of project workers. We believe that this 
information would give a much clearer picture of the effect of the projects. 

OCAP Evaluation System Should Incorporate Data From Other 
Sources. Currently, OCAP is awaiting the results of a study of several 
"self-evaluation" modules that twelve projects are completing. These 
modules are used to identify for the project staff the strong and weak 
points of the programs that they are operating. The OCAP also has asked 
the counties that contract for services under AB 1733 to provide the state 
with a description of how well the programs operate in the different 
counties given the needs and resources available in each county. If the 
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results of these activities prove to be, useful, the information gathered 
could be incorporated with the data described here to strengthen OCAP's 
evaluation of the projects. 

It is difficult to measure the effectiveness of prevention programs with
out controlled longitudinal studies that are rather expensive. For these 
reasons, we believe that a measure of the programs' relative effectiveness 
is the most appropriate evaluation method for AB 1733 programs. There
fore, we recommend that the legislature adopt supplemental report lan
guage requiring OCAP to modify its current evaluation system to include 
client-specific and project-sps.cific information and report by February 1; 
1988 on the results of the evaluation of the projects' relative effectiveness. 
The following language is consistent with this recommendation: 

"The Office of Child Abuse Prevention shall modify its current evalua~ 
tion system to include client-specific and project-specific information on 
a sample of clients. Based on this information, the office shallsubrriit a 
report to the Legislature by February 1, 1988 on'the relative effective
ness of the projects. This report shall include a comparison of the follow
ing client-specific and project-specific information: 

"For clients: 
". Age of child. 
".Relationship of child to abuser. 
". Type and severity of abuse. 
". Instances of reabuse. 
". Dependency status. 
". Length of time iri placement. 
". Voluntary or court-ordered participation. 
". Services received from other agencies. 
"For projects: 
". Services provided. 
". Frequency and length of services. 
". Objectives of services (for example, to maintain the child ,at home 

or to return the child to the family). 
". Relationship to CPS agencies. 
". Referral and acceptance requirements. 
". ·Caseloads of proj~ct workers." 

IN-HOME SUPPORTIVE SERVICES 
TheIn-Home Supportive Services (IHSS) program provides assistance 

to eligible aged, blind, and disabled persons who are unable to remain 
safely in their own homes without assistance. While this implies that, the 
program prevents institutionalization, eligibility for the program is not 
based on the individual's risk of institutionalization. Instead, an individual 
is elIgible for IHSS if he or she lives in his or her own home-or is capable 
of safely doing so if IHSS is provided-and meets specific criteria related 
to eligibility for SSIISSP. 

An eligible individual will receive IHSS services if the county deter
mines that (1) these services are not available through alternative re
sources and (2) the individual is unable to remain safely at home without 
the services. 

The primary services available through the IHSS program are: 
• Domestic and related services such as routine cleaning, meal prepara-

tion, and shopping. ' 
• Nonmedical personal services such as feeding, bathing, and dressing. 
• Essential 'transportation. 
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• Protective supervision, such as observing the recipfent'sbehavior to 
safeguard him or her against injury. ..... 

• Paramedical services which are performed under the direction of a 
licensed health care professional and necessary to maintain the recipi-
ent's health. . 

The IHSS program is administered by county welfare departments un
der broad guidelines that are established by the state. Each county may 
choose to deliver services in one or a combination of ways: (1) by individ
ual providers (IPs) hired by the recipients, (2) by private agencies under 
contract with the counties, or (3) by county welfare staff. .. 

IHSS Faces Possible Deficit in the Current Year 
The department estimates that expenditures for the IHSS program will 

exceed the current-year appropriation by $2 million. This increase ispri
marily due to an 11 percent'cost increase for contract agencies. The de
partment indicates that it will not know the actual amount of the deficit 
until April 1987 when the counties submit an updated estimate of their 
IHSS costs for 1986-87. Until then, the department indicates that it does 
not intend to implement program reductions in order to keep the IHSS 
program within the amounts appropriated by the 1986 Budget Act. 

Based on our analysis we conclude that the deficit may be higher or 
lower than estimated by the department because in several counties, the 
department assumed that the deficit amount would be something other 
than the shortfall projected by the county. For example, iuone county the 
department assumed a deficit that was $2 million lower than the amount 
projected by that county, although in another county it assumed a deficit 
that was almost $1 million higher than that county's estimate. To the 
extent that counties are unable to actually reduce their costs by the 
amount that the department assumes, the deficit may be higher than $2 
million. To the extent, however, that counties are able to limit their costs 
by more than the department assumes, the deficit may be lower than $2 
million. .... .. 

It should be noted that the deficit would be about $11 million higher, 
except that the department was able to shift unexpended funds from an 
IHSS court case to cover other shortfalls in the program. The higher deficit 
would have existed primarily due to federal and General Fund budget 
reductions in 1986-87, not because of unexpected program growth. 

Proposed Budget-Year Expenditures 
The budget proposes expenditures of $474 million for the IHSS program 

in 1986-87. This. is an increase of $45.5 million, or 10 percent, above es
timated current-year expenditures. The significant changes that account 
for the increase are as follows: 

• A $29.2 million increase to fund an estimated 6.5 percent increase in 
basic caseload, and a 2.7 percent increase in average hours per case. 

• An $8.8 million increase for retroactive payments to recipients as a 
result of the projected settlement of the Miller v Woods court case. 

• A $3.5 million increase due to an estimated 82 percent increase in 
workers' compensation costs. . 

Table 4 displays IHSS program expenditures, by funding sources, for the 
past, current, and budget years. The table shows that, while expenditures 
for the IHSS program from all funds are expected to increase by 10per-
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cent, expenditures from the General Fund and county funds are expected 
to increase by 25 percent. 

Funding Sources 

Table 4 
Department of Social Services 

IHSS Program 
Expenditures and Funding Sources 

1985-86 through 1987-88 
(dollars in thousands) 

Actual 
l!i85-86 

Est. 
1986-87 

General Fund ............................................................. . $82,550· 
297,121 

12,251 

$119,558 
292,542 

16,338 
Federal funds ............................................................ .. 
County funds ............................................................. . 

Totals ...................................................................... .. $391,922 $428,438 

Prop. 
1987-&J 
$149,876 a 

303,578 
20,524" 

$473,978 a 

Change 
From 

1986-87 
25.4% .' 
3.8 

25.4 

10.6% 

a Includes $284,000 to provide a 3.6 percent statutory cost-of-living adjustment to raise the maximum 
payment level for specified recipients, effective January 1, 1988. 

The significant increase in General Fund and county expenditures is 
primarily due to the fact that the budget proposes an increase of only 3.8 
percent in federal funds for the IHSS program. As a result, the General 
Fund and county funds bear a larger share of the increase in total program 
costs. Chart 1 shows that the General Fund and county share of total 
program expenditures is· expected to increase from 21 percent in 1985-86 
to 31 percent in 1987-1988. 

Chart 1 
In-Home Supportive Services . .. 
Percentage of Funds by Funding Source 
1985-86 and 1987-88 

1985-86 

1m State and County Funds 

E:J Federal Funds 
1987-88 
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Expenditure Growth Driven By Caseload, Service Hours, and Costs 
Chart 2 displays expenditures in the IHSS program for a nine-year 

period from 1979-80 through 1987-88. Prior to 1980-81 expenditures grew 
at an average annual rate of 22 percent. Expenditures then grew at a 
relatively slow rate (2.9 percent) between 1981-82 and 1983-84 as a result 
of the implementation of Senate Bill633(Ch 69/81) which made signifi
cant changes in the IHSS program. Since 1983-84, expenditures have in
creased at an average annual rate of 13 percent, although in the past two 
years the growth rate has decreased slightly. 

Chart 2 

In-Home Supportive Services Expenditures 
1979-80 through 1987·88 (In millions) 
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Three Major Cost Drivers. Three elements drive the growth in 
IHSS expenditures...;:,...the number of service recipients (caseload); the 
number of hours of service provided to each recipient (average hours per· 
case) ; and the cost of the individual providers (IPs), contract agencies and 
welfare staff that provide the services. Many different factors determine 
the growth rates of each element, as discussed below. 

Caseload Continues Upward Trend. Table 5 displays the monthly 
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caseload by service delivery type, for the past, current, and budget years. 
The table Showfi that caseloads are estimated to grow by about 6.5 percent 
between 1986-87 and 1987--88. This is slightly higher than the growth 
experienced between 1984-85 and 1985--86, but consistent with the growth 
in prior years. . 

Service provider types 

Table 5 

Department of Soc·ial Services 
IHSS Program 

Average Monthly Caseload 
By Provider Type 

1985-86 through 1987-88 

Actual Est. 
1985-86 198~7 

Individual providers ............................................ .. 89,246 95,593 
Contract agencies ................................................ .. 20,901 22,274 
County welfare· staff .......................................... .. 1,732 1,400 

Percent 
Change Percent 

Prop. From of Total 
1987-88 198~7 1987-88 
101,964 6.7% 80.3% 
23,597 5~9 18.6 
1,400 1.1 

Totals ........................................................................ lll,879 119,267 126,961 6.5% 100.0% 

In the Analysis of the 1986-87 Budget Bill (please see page 978), we 
identified several important factors external to the IHSS program that 
cause public demand for IHSS to increase. In addition to those factors, the 
following also will affect caseload growth in 1987--88: 

• To the Extent That Counties Provide Outreach to Those Who May Be 
Eligible for. Services, the IHSS Caseload is Likely to Increase. 
Pursuant to Ch1l9/86 (SB 274) the department required each county 
to report on its IHSS outreach methods in its 1986-87 county plan. 
Counties indicate that their outreach efforts range from no. outreach 
activities to frequent participation in workshops and meetings with 
other organizations that are involved with disabled and elderly per
sons. 

• IHSS Caseloads Are Likely to Increase to the Extent That the Poten
tially Eligible Population Increases. Between 1986 and the year 
1990, the population over age .65-a major source of IHSS cases-is 
expected to grow at twice the rate of the total population. (For a 
further discussion of demographic and other changes that may in
crease the IHSS caseload, please see our discussion of California's 
Long-Term Care System in The 1987-88 Budget: Perspectives and 
Issues.) 

Increase in Average Hours of Service Per Case Tapers Oft The de
partment estimates that the average hours of service will increase by 2.7 
percent in 1987--88 as shown in Table 6. This is a slower rate of growth than 
experienced in the past when the annual growth rate was 4.5 percent, In 
the future, the following factors may change the· growth rate in average 
hours: . 

• Program Uniformity May· Increase or Decrease A verage Hours. 
The department has implemented a statewide computerized data 
base in order to increase the uniformity of service hours that counties 
award to clients. It also plans to implement a statewide uniform needs 
assessment process by October 1987. These two innovations could 
either increase or decrease the growth in service hours. For example, 
to the extent that most counties currently provide higher average 
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: hours of service than are appropriate, greater program uniformity is 
. likely to cause the growth in average hours to decrease. 

• Growth in Severely Impaired Caseload Will Increase Hours. The 
percentage of IHSS recipients who are severely impaired is increas
ing. This is significant because these recipients generally require 
more than three times as many service hours as other recipients. 

Table 6 

Department of Social Services 
IHSS Program 

Average Monthly Total Hours of Service 
By Provider Type 

1985-86 through 1987-88 

Actual 
Service provider types 1985-86 
Individual providers .............................................................. 75.82 
Contract agencies ......................................................... ;......... 24.90 
County welfare staff .............................................................. 10.91 
Totals a...................................................................................... 65.32 

a Average of the three modes, weighted by caseload. 

Est. 
1986-87 

77.67 
24.42 
10.35 
66.86 

Prop. Percent Change 
1987-88 from 1986-87 

79.67 2.6% 
24.67 1.0 
9.88 -4.5 

68.68 2.7% 

Cost of Services By' Contract Providers Climbs. The costs of the 
IHSS program are increasing in part due to the rapid increase in the cost 
of services prOvided by contractors. For example, contract costs increased 
11 percent in 1986-87 compared to a: 5 percent increase in costs for individ
ual providers (IPs). In general, contract costs are increasing due to wage 
and benefit increases for service providers, and increases in other costs 
such as workers' compensation and administration. (Please see Item 5180-
181 for further discussion of contraetagency COLAs; and,our recommen-
dation below regarding contract costs). . . 

In the future, costs for IPs also may increase for two reasons. First, the 
Legislature may act to provide higher wages, supervision or training for 
IPs. Second, some counties may use IPs as an alternative to escalating 
contract costs. In the current year, for example, one county may cancel 
its contract due to cost increases, and several counties are considering the 
possibility of supervision for IPs. 

Additional Federal Funds Available for IHSS 
We recommend a reduction of $400,000 in General Fund support for the 

IHSS program, and a corresponding increase in federal fund support to 
reflect the availability of additional federal funds. We further recommend 
that the Legislature adopt Budget Bill language that requires the depart
ment to use all specified federal funds that revert to it to support the IHSS 
program, thereby freeing up General Fund monies. (Reduce Item 51.80-
151-001 by $400,000 and increase Item 5180-151~890 by $400,000). 

The budget proposes federal fund expenditures of $304 million to sup
port the IHSS program in 1987-88. We estimate that at least an additional 
$400,000 in federal Title XX funds are available to support the costs of the 
IHSS program in 1987-88. These funds remain from the $6 million in 
federal Title XX funds which were provided to the State Department of 
Education (SDE) in Ch 1282/83 for child care services. .' 

The SDE has annually carried over a portion of the $6 million since 
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1983-84, because (1) it did not contract for the full amount of funds and 
(2) some agencies did not spend the full amount of contracted funds. The _ 
1987 Budget Bill does not propose using these funds for the child care 
program in 1987-88. As a result, the unexpended balance-at least $400,000 
-will revert to DSS on July 1, 1987. To the extent that child care agencies 
are unable to spend their entire allocation in 1986-87, additional funds, up 
to a total of $1 million, would revert to DSS. 

Because these federal funds can be used in place of General Fund 
monies to support the IHSS program, we recoIIWlend a General Fund 
reduction of $400,000 and a Federal Fund increase of $400,000. In the event 
that additional federalfunds revert to DSS, we recommend that the Legis
lature adopt Budget Bill language that requires the department to use 
such funds in lieu of General.Fund monies to support the IHSS program. 
The following Budget Bill language is consistent with this recommenda
tion: 

"The Department.of Social Services shall use all federal Title XX funds 
that revert to it from the D_ epartment of Education's (SDE) "Child 
Care and Employment Act" program in lieu of General Fund monies 
budgeted in this item for-the In-HomeSupportive Services program." 

Court Case Costs Are TOG High 
We recommend that prior to budget hearings, the department advise the 

fiscal committees on the basis for its projection that retroactive payments 
in two court cases will be more than twice as high as payments in other
so~ial services court cases. 

The budget proposes $9 million ($8.1 million General Fund and $0.9 
million county funds) for retroactive payments to IHSS providers as a 
result of the Miller v Woods court case and a related policy change. Of the 
$9 million, $8.7 million is for retroactive payments associated with the 
Miller v Woods case. As a result of this case all spouses and housemates who 
provided protective supervision,and in some cases medical transporta
tion, to IHSS recipients during specified periods are to receive retroactive 
payments for providing that service. As regards the Miller v Woods case, 
the department and the plaintiffs' attorney indicate that they are likely to 
reach an agreement in the next several months on the terms of the settle
ment. 

Our analysis indicates that the cost of the retroactive payments may be 
substantially lower than the amount proposed in the budget. The depart
ment's estimate assumes that 38 percent of the eligible population will 
receive retroactive payments. It indicates that this estimate is based on 
experience in other court cases. The department, however, advises that 
in those cases-for example, Aid To Families With Dependent Children 
(AFDC) cases-only five to 15 percent of the eligible population actually 
received retroactive payments. 

We do not know why the department assumes that the percentage of 
eligible recipients who will receive payments in this case will be more 
than double the percentage in AFDC cases. One possible explanation is 
that the IHSS caseload is more stable than the AFDC caseload. Therefore, 
a higher proportion of the population whose' providers are eligible for 
retroactive payments may still receive IHSS, and advise their providers to 
claim their retroactive payments. 

Although it is true in general that the IHSS caseload is more stable than 
the AFDC caseload, the specific group of IHSS recipients affected by this 
court case is probably among the least likely to remain on the caseload for 
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long periods of time, or to have the ability to claim the retroactive pay
ments. These recipients require protective supervision, which means that 
they are unable to "supervise" themselves. Many of them have Alz
heimer's disease or other seriously disabling conditions that are likely to 
result in institutionalization. 

Therefore, we recommend that prior to budget hearings the depart
ment explain to the fiscal committees the basis for its estimate that 38 
percent. of eligible recipients will claim retroactive payments. 

Pre-Admission Screening Results in Few New IHSS Recipients 
We recommend a General Fund reduction of $3.2 million in order to 

reflect' a lower number. of referrals from the Pre-Admission Screening 
(PAS) program to IHSS. (Reduce Item 5180-151-001 by $3;2 million.) 

Chapter 1?37, Statutes of .1984 (AB 2226) requi~e~ the Dep~rtment of 
Health ServIces (DHS) to Implement a preadmIssIon screerung (PAS) 
program in five of its field offices starting in 1984-85. Chapter 213, Statutes 
of 1986, required DHS to implement the program statewide on July 1, 
1986. The purpose of the program is to determine if Medi-Cal recipients 
who are ~pp~icant~ for nursing ho~e pl~cement could be more approp~i
ately mamtamed m the commumty usmg horne-based health and SOCial 
services. 

Since 1984-85, DSS has attributed a portion of its total IHSS costs to the 
PAS program. These costs are based on the assumption that the PAS 
program increases the number of persons who are referred to IHSS. The 
department estimates that the PAS program will result in General Fund 
costs of $3.4 million to the IHSS program in 1987-88. 

Our analysis indicates that the department's estimate of the number of 
cases that will be referred from the PAS program to IHSS is too high. The 
department assumes that the PAS program will increase the IHSS caseload 
by 90 cases each month. Based on actual experience, however, DHSad
vises that in the first six months of statewide implementation the PAS 
program has diverted a total of only 23 persons to the community, with 
four referred to IHSS. . 

Assuming that the PAS program diverts a total of 50 persons to the 
community in the current year, we estimate that it may double that 
number to 100 persons in 1987-88. This increase would occur due to in
creased familiarity with the program by DHS staff, and· the organizations, 
such as hospitals, that make referrals for nursing home placement. Even 
if all 100 persons who were diverted receive IHSS, this would result in 
General Fund costs of $171,000 in 1987-88, or $3.2 million less than the. 
amount proposed in the budget. . 

Therefore, we recommend a General Fund reduction of $3.2 million in 
order to more accurately reflect the cost of services for recipients that the 
PAS program will refer to IHSS in 1987-88. 

Contract Costs Increase 
We recommend that prior to budget hearing the department advise the 

fiscal committees of the basis for its projection that contract costs will not 
increase in 1987~. We further recommend that the Legislature adopt 
supplemental report language requiring the department to submit a re-. 
port by September 1~ 1987 on the reasons for contract cost increases and 
its plan to control those costs. 



Item 5180 HEALTH ,AND WELFARE / 785 

Seventeen counties contract with private agencies to provide IHSS. In 
the current year, the budget proposes $51 million for these contract costs. 
The department assumes that the total cost of these contracts will increase 
by $355,000 in 1987-88 (excluding increases due to the number of hours 
of service provided by contract agencies). This is an increase of less than 
one percent, even ,though average ,contract costs increased by about 11 
percent in 1986-87 (excluding the state-mandated incrt:).ase for provider 
wages). 

The department has not reviewed the contracts to determine which 
line items;-such as workers' compensation, w~ges, benefits or administra
tive costs-have been primarily responsible' for the increase in contract 
costs.' . 

Cost Increases May Result from Lack 9f Competition. Qur analysis 
indicates that one expJanation for growing contract costs may be the lack 
of competition in the contract process. Currently, eleven of the seventeen 
contract counties contract with one company. Both the department and 
the counties advise that many bidders inquire about the IHSS contracts; 
but few bid. Although the department advises that it receives at least 
three bids for each county's contract, the counties advise that in general 
only one 01' two of the bidders meet the minimal qualifications and can 
be considered serious bidders. 
, The following factors may explain the low number of bidders: . 
. • The counties n:~quire contractors to have sufficient assets to operate 

for one month without reimbursement. Small, local agencies often do 
not have sufficient resources to meet this requirement . 

• Incumbent contractors have information about actual contract ex
penditures that provides them with a basis for predicting future con
tract costs. This gives them an advantage over other bidders. 
Although the state audits the contracts, it ~s sometimes difficult for 
bidders to gain access to information on actual expenditures by exist
ing contractors. Without that information, it is more difficult for bid
ders to estimate the potential costs of the contract. 

Department Lacks Plan to Control Costs. The department does not 
have a statewide plan to control contract costs, but rather is controlling 
these costs on a county-by-county basis. For example, in the current year 
the department has indicated to one county that it will not fund the 
increase in its IHSS costs resulting from its new contract. Therefore, the 
county advise~ that it is likely to cancel its contract. In other. counties, 
however, the department proposes to fund the increased contract costs. 
At the time this analysis was prepared, the department could not identify 
any consistent criteria it was applying as the basis for its decisions regard~ 
ing county contract costs. 

Based on the actual increase in contract costs in prior years, our analysis 
indicates that these costs are likely to increase by more than the amount 
proposed in the budget for 1987-88. Therefore, we recommend that the 
department advise the fiscal committees of the basis for its projection that 
contract costs will increase by only $355,000 in 1987-88. In addition, these 
costs are likely to continue to increase in future years ,unless the depart
ment develops a plan to limit these increases, rather than addressing the 
problem on a county-by-county basis. Therefore, we further recommend 
that the Legislature adopt supplemental report language requiring the 
department to submit a report by September 1, .1987 on the reasons for 
increases in contract costs and its plan to control these costs. The following 
supplemental report language is consistent with this recommendation: 



786 / HEALTH AND WELFARE Item 5180 

SOCIAL SERVICES PROGRAMS-Continued 

"The Department of Social Services shall submit a report to the Legisla
tureby September 1, 1987 on the reasons for increases in contract costs 
and its plan to control those costs. " 

Workers' Compensation Costs Are Potentially Ov~rstated 
We recommend that the department advise thenscalcommittees of the 

basis for its projection that workers' compensation costs will increase by 
82 percent in 1987~8. . 

The budget proposes $7;~ million from the General Fund to pay work
ers' compensation costs in 1987-88 to individuals who have become dis
abled .while working as IHSS providers. This is 82 percent above the 
amount currently estimated for 1986-87. The department advises that this 
projected incre~seis based on the following factors: (1) the growth rate 
in workers' compensation costs in prior years (65 percent), (2) a "cush
ion" for unanticipated costs (lOpercent), and (3). caseload growth (7 
percent). . ... 

We recognize that it is difficult to estimate the costs of workers' com
pensation claims due to uncertainty as to the number of potential claim
imts in. a given year. Nevertheless, our analysis indicates that it is unlikely 
~hat thes~ costs will increase at the r~te projected by the depar~ent. '!his 
IS because the annual growth rate m these costs has been' slowmg smce 
1982-83. The increase was 65 percent in 1985-86, the last full yeat for which 
We have actual data. In addition, the growth rate seems to have stabilized 
at this level: costs increased by about 65 percent between the first six 
months of 1985-86 and the first six months of 1986-87. 

Given the most recent actual experience, we recommend that the de
partmentadvise the fiscal committees on the basis forits projection that 
IHSS workers' compensation costs will increase by 82 percent in 1987-88. 

Mid-Year Allocation Methodology is'Unknown 
We recommend that the department advise thefiscal committees of its 

plan for mid-year allocations of IHSS funds in the current year and in 
1987~8. 

The department annually notifies each county of its initial allocation of 
IHSS funds in July. In geileral, the allocations are lower than what each 
county will spend because the department usually holds back some funds 
which. it will distribute to the counties through a second allocation later 
in the fiscal year. Prior to this second allocation of funds, the department 
solicits updated countyestiInates of expenditures for the fiscal year. Based 
on' its review of these data, it allocates the remaining funds. To the extent 
that the budget does not provide sufficient funds and the Legislature 
provides a deficiency appropriation, the' department may also allocate 
funds for a third time. 

Each time the department allocates funds, it uses a different methodolo
gy to distribute these monies amongst the counties.· In general, it deter
mines the methodology for its initial allocation of funds in consultation 
with the County Welfare DireCtors Association (CWDA). The methodolo
gy for the second allocation of funds, however, is determmed by the 
department. This allocation is significant because until it occurs a county 
cannot determine if its IHSS program will be fully funded. 

To the extent that a county does not receive sufficient funds du.ring this 
second allocation for its IHSS program, current law requires the county 
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to submit, and the department to approve a servic~ reduction plan. These 
service reductions would be much more. drastic if implemented later. in 
the fiscal'year, rather than earlier. For example, ·if the department re
quires a county to reduce services by $100,000 begiiming in January, it can 
spread the reductions over a six month period and implement less severe 
service reductions; If the reductions do not begin until May, however, a 
county would reduce services much more drastically because' it· would 
have only a two month period to achieve savings of $100,000. 

The department advises that it has not yet developed a methodology for 
the mid-year allocati6n in the current year. It further advises that it has 
not established either its allocation or mid-year allocation methodology for 
1987-88.. . . 

Due to the significance of the departrilent'smid-year allocation me
thodology for continuity of services in the IHSS program, we recoIIlmend 
that the department'advise the Legislature on its plan' for its second 
alloc~tion offunds in 1986-87, and for its mid-year allocation in the budget 
year. 

EMPLOYMENT PROGRAMS FOR AFDC RECIPIENTS
Greater Avenues for Independence (GAIN) 

The· DSS provides education arid training services to recipients of Aid 
to Families with Dependent Children (AFDC) in order to help them find 
jobs and become' financially independent. In total, the budget proposes 
$154.5 million from all sources for support of these programs. Of this 
amount $109.1 million is requested for the GAIN program in 1987-88. The 
remaining $45A million is requested forothet employment programs ad
ininistered by DSS in 1987-88. This includes $13.2 million for the Work 
Incentive Demonstration (WIN-Demo) program, and a $31 million trans" 
fer of federal funds to the State Department of Education (SDE) to par
tially support state-subsidized child care costs of AFDC recipients who are 
in training orlooking for employment. . . . 

The GAIN program will encompass all other employment programs 
administered by DSS by January 1989; when all counties are required to 
implement GAIN. (Currently, DSS estimates that all but two counties will 
begin program operation before the end of 1987-88.) As the GAIN pro~ 
gram begins in a county, the WIN-Demo and the Employment Prepara
tion Program (EPP) will terminate. The budget reflects this trend, 
proposing a 56 percent reduction in total funding for WIN-Demo and a 94 
percent cut in EPP support from current-year funding levels. . 

Funding Needs Are Uncertain 
Because the GAIN program is relatively new and is in the process of 

being expanded statewide, total program funding needs in 1987-88 are 
very difficult to calculate; In The 1987-88 Budget: Perspectives and Issues, 
we discuss the major factors that affect the GAIN program's resource 
needs. In addition, however, there are two other factors that maysignifi
cantlyaffect the amount of monies necessary to fully fund the program: 
aCtual start-up dates of county operations and the need by GAIN partici~ 
pants for remedial education. We discuss these two issues below. 

County Start-Up Dates. The dates when counties initiate GAIN op
erations will dramatically affect program costs. Specifically, if counties 
initiate GAIN on the dates they have indicated, then the budget does not 
contain enough funds' for the program. For example, the 1987-88 GAIN 
budget assumes that all counties will begin operations two months later 
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than indicated by the counties. According to DSS, this assumption reflects 
the start~up experience of the first 10 counties. If most counties actually 
begin operation when they have indicated-instead of when assumed by 
the budget-we estimate that GAIN program costs iIi the budget year will 
increase by $50 million.. . 

On the other hand, counties may begin GAIN operations even lat€;)r than 
the date they have indicated, which would reduce the funding needs of 
the program. Infact,.our discussions with Los Angeles County suggest that 
the courity will not begin GAIN implementation until 1988-89, although 
the budget assumes that this county will start iinplementation during the 
last quarter of 1987-88. Because the county accounts for approximately 
one-third of allAFDC recipients in the state,. we estimate that 1987-:88 
GAIN program funding needs would decline 5 percent, or $13 million 
should Los Angeles· County not begin operations during the budget year. 

Funding for Remedial Education. The GAIN budget for 1987-88 
may not contain sufficient funds for the remedial eduation needs of par
ticipants. According to. the department,45 percent. of all GAIN partici
pants will be assessed as needing remedial education (that is, basic 
education, English-as-a-second-Ianguage, or high school instruction). The 
GAIN budget assumes that 20 percent of program participants will receive 
remedial education prior to participating in the job search component. 
The budget, however, does not include funds to provide remedial educa
tion to participants who elect to receive it after the job search component. 
The department advises that funding for additional education services
including remedial education after job search-is included as part of the 
allocation for training costs. . . 

Our analysis indicates, however, that the allocation of funds for training 
costs. t::ould support. additional education costs or training costs for pro
gram participants, but not both. Thus, to the· extent that participants 
require both ~ducation and training, we estimate that the .1987-88 GAIN 
budget proposal could underestimate program needs by up to $15 million. 
The department advises that the experience of counties currently operat
ing the GAIN program will provide an indication of whether additional 
funds are needed. Any need.ed adjustments would be made in the May 
revision. . 

GAIN Funding Sources Probably Are Overstated 
We recommend that prior to budget hearings, the department report to 

the fiscal committees on its revised estimate of the amount of resources 
from other existing programs that will be available to GAIN participants 
during 1987-88 .. 

The 1987-88 GAIN budget assumes that $116.5 million in resources that 
are appropriated to other programs will be available. for use by GAIN 
participants. These programs provide primarily job training and educa
tion services and currently serve AFDC recipients as part of their .clien
tele. Table 7 displays most of the programs that the budget assumes will 
contribute resources to GAIN participants. (Please .see our discussion in 
The 1987-88 Budget: Perspectives and Issues for a complete list of existing 
resources. ) ; : 

We believe that the budget overstates the availability of existing re
sources in other programs in two ways. First, the. amount of existing re
SQ\lrces that DSS estimates will be used by GAIN participants is, in many 
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cases, not justified by past experience. In addition, the dollar contribution 
that is projected from some programs overstates the amount of services 
that participants actually will receive. Based on these findings, we calcu
late that existing progra:rp.s may only contribute a statewide total of $78.4 
million in resources, which is $38.1 million, or 33 percent, less than the 
amount identified in the budget. Estimates of the contributions made by 
selected programs are discussed below. 

Table 7 

Resources From Other Programs 
That Will Be Directed to GAIN Participants 

1987-88 
(dollars in thousands) 

Source 
Job Training Partnership Act-Title II-A ................. . 
Federal Vocational Education ..................................... ; 
Community Colleges ..................................................... . 
Employment Training Panel ....................................... . 
Work Incentive/Career Opportunity Development 
Other ................................................................................. . 

A vailable Resources 
from Other 
Programs 

Governor's LAO 
Budget Estimate 

$45,700 $30,800 
10,000 3,885 
16,500 4,200 
5,000 2,400 
3,000 800 

36,300 36,300 

TobUs ...................................................... ,................... $116,500 $78,385 

Difference 
Amount Percent 
-$14,900 -33% 

-6,115 -61 
-12,300 -75 
-2,600 -52 
-2,200 -73 

-$38,115 -33% 

Job Training Partnership Act (fTPA)-Title II-A. The budget esti
mates that $45.7 million in ]TPA Title II-A funds will be used to provide 
services to GAIN participants. This estimate assumes that 45 percent of 
Title II-A funds that are targeted for adults would be directed to GAIN 
participants. Our review of JTP A data shows that only 27 percent of JTP A 
trainees are AFDC recipients. Using these actual data, we calculate that 
approximately $24 million in JTP A resources would be available for GAIN 
participants throughout the state. This is a reduction of $21.7 million, or 
47 percent, below the amount assumed in the 1987-88 budget. 

Federal Vocational Education Funds. The 1987-88 budget estimates 
that $10 million in federal Vocational Education funds will be available to 
meet the training needs of GAIN participants. According to the State 
Department of Education (SDE) , however, only $7.8 million, or 13 per
cent, of the total vocational education funds in the state are specifically 
identified for the training of adults, including GAIN participants. The SDE 
further advises that these funds are divided evenly between adult educa
tion programs and community colleges. Since DSS separately estimates 
the amount of existing community college resources that will be available 
to GAIN participants, we conclude that only $3.9 million in federal voca
tional education funds are available through local adult education pro
grams. This represents a reduction of $6.1 milion, or 61 percent, from the 
amount identified by DSS. 

California Community Colleges. The GAIN budget assumes that 
community colleges will devote $16.5 million in existing education and 
training services to GAIN participants. According to DSS, this estimate is 
based ona survey that measured the use of community college classes by 
AFDC recipients. The department assumed that each AFDC recipient 
receiving instruction accounted for one annual average daily attendance 
(ADA). Individual attendance in a community college course, however, 
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usually accounts for one-eighth to one-quarter of an ADA. As a result, the 
department's estimate overstates the amount of existing community col
lege resources that will be available to GAIN participants in 1987--88. 
Based on DSS data, we estimate the figure should total between $2.1 
million and $4.2 million. . 

Employment Training Panel (ETP) /Work Incentive-Career Develop
ment (WIN/COD) Programs. The 1987--88 GAIN budget assumes that 
program participants will use $5 million in ETP resources and $3 million 
in WIN/COD training. The ETP and WIN/COD programs train specified 
groups of unemployed individuals, including AFDC recipients. Because 
these two I-i'Ograms provide more expensive training than the GAIN pro
gram, comparing dollars overstates the amount of services that will actual
ly be available to GAIN participants. For example, the GAIN budget 
assumes that $3 million in WIN/COD funds will train 1,596 GAIN partici
pants. Because of the WIN/COD program's higher cost of training, 
however, this allocation would support only 353 trainees. Similarly, $5 
million in ETP funds would serve 1,300 GAIN participants, not 2,770 as 
assumed in the GAIN budget. Thus, bas.ed on our review, we estimate that 
only $3.2 million in estimated GAIN costs would be covered by these two 
programs. 

Better Estimates Are Needed. The fiscal implications of our findings 
are clear: any reduction in the budgeted amount of available existing 
resources would have to be replaced with General Fund monies in order 
to meet the needs of the anticipated number of participants. Otherwise, 
the program will not have sufficient funds to provide identified support 
services. Because of the importance of existing programs as a source of 
services for GAIN clients, we believe it is imperative that the Legislature 
have the best available data on the amount of funds that realistically can 
be anticipated for the budget year. Therefore; we recommend that prior 
to budget hearings, the department report to the fiscal committees on its 
revised estimate of resources that will be available to GAIN participants . 
during 1987--88. 

Action Needed to Ensure Availability of Existing Resources 
We recommend that prior to budget hearings, the department advise the 

fiscal committees of the actions it is taking to ensure that existing program 
resources will be available as proposed in the 1987-88 budget. 

Identifying the existing resources that are available to GAIN partici
pants is the first step towards reducing the additional cost of the program 
to the state. The second step involves taking the necessary administrative 
actions to ensure that these resources will be available as planned. Our 
review indicates that DSS needs to follow-up with other state departments 
to ensure that (1) resources will be directed to GAIN participants and (2) 
these departmeIlts will collect data needed to track expenditures on GAIN 
clients. This follow-up is needed for the following programs: (1) Com
munity Services Block Grant, (2) WIN/COD and ETP, (3) federal Voca
tional Education funds, and (4) federal refugee social services dollars. 

We contacted the agencies responsible for administering these pro
grams and found that DSS generally had not initiated the actions neces
sary to ensure that these resources would be available for GAIN program 
participants. Without this follow-up, it is likely that existing resources will 
not be maximized as proposed in the 1987--88 budget, and that the GAIN 
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program will not have the funding needed to serve all anticipatedpart(ici-
~~ .. 

Therefore, in light of the importance of these existing resouorces to the 
GAIN program, we recommend that prior to budget hearings, the depart
ment advise the fiscal committees of the actions it is taking to ensure that 
existing program resources will be available as proposed in the 1987-88 
budget. . 

Federal Funds Are Not Maximized 
We recommend an augmentation of $2.8 million in federal funds in 

order to reflect the£ull amount of funds that are available to the state for 
the operation of employment programs for AFDC recipients. (Increase 
Item 5180-151-890 by $2.8 million.) 

The budget proposes to spend $92.9 million in federal funds to support 
employment programs for AFDC recipients. Of this amount, $14 million 
are federal WIN monies and the remaining $78.9 million are AFDC admin-
istration funds (referred to as Title IV-A funds). .. 

Our analysis indicates that the budget does not maximize the amount 
of Title IV-A funds that potentially would be available to the state in 
1987--88. Specifically, we have identified the following activities that are 
proposed to be funded with WIN funds even though these activities are 
eligible for Title IV-A funding: (1) support of the WIN-Demo program, 
(2) GAIN registration activities, and (3) departmental support. In addi
tion, EPP costs, which are budgeted primarily from the General Fund, also 
can be supported with Title IV-A funds. If the state funded these activities 
with Title IV-A funds, WIN funds could be redirected to support eligible 
GAIN activities, thereby freeing up $2.6 million in General Fund monies 
currently budgeted for GAIN. 

Weare not recommending that the freed-up General Fund monies be 
deleted from the GAIN budget because we. believe there is a shortfall in 
the amount of existing program funds that are likely to be directed to 
GAIN participants in the budget year. Instead, we recommend that the 
fiscal committees (1) redirect the General Fund monies to support the 
GAIN program and (2) increase Item 5180-151-890 by $2.a million in order 
to reflect the amount of federal funds that can be claimed for these em
ployment programs in 1987--88. 

Additional IV-A Monies May Be Available 
We recommend that DSS submit with the May revision an assessment 

of the GAIN activities that are eligible for support with federal Title IV-A 
funds. 

The above recommendation attempts to maximize the amount of avail
able federal Title IV-A funds. It is possible that the federal government 
will authorize the state to support a wider range of activities with these 
funds than is assumed by the budget. For example, if the Federal govern
ment authorized the state to use Title IV-A funds to support training ~nd 
other activities, a significant amount of federal funds would be available 
to pay for activities that are currently budgeted with General Fund sup
port. 

The department requested the federal government to approve Title. 
IV-A funding for almost all employment and training activities under 
GAIN. If the department's claims are approved, we estimate that up to $15 
million in additional federal funds could be available to support costs that 
are currently budgeted with General Fund monies or federal WIN funds. 
26-75444 . 
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The department advises that it hopes the federal government will respond 
to its request before the May revision. 

Since this federal decision will have a major impact on the amount of 
General Fund dollars required by the GAIN program, we recommend 
DSS submit with the May revision, an assessment of the GAIN activities 
that are eligible for support with federal Title IV-A funds. 

WIN-Demo Program Is Overbudgeted 
We recommend reducing $781,000 in federal funds and redirecting $781,-

000 in General Fund monies from WIN-Demo to the GAIN program in 
order to accurately reflect the funding needs of the Employment Deve
lopment Department (EDD). We further recommend increasing reim
bursements from EDD by $1.4 million in order to recognize federal Job 
Service discretionary funds that are available for GAIN during 1987-88. 

The budget proposes $11.9 million to support the WIN-Demo program 
in 1987-88. This includes (1) $8.3 million which will be transferred from 
DSS to EDD to support job search workshops and (2) $3.6 million in Job 
Service discretionary funds that EDD proposes to use to support WIN 
activities that are not eligible for Title IV-A funding. 

Our review of EDD documentation indicates that in order to serve 
WIN-Demo recipients, EDD needs $6.7 million in Title IV-A funds and 
$2.2 million in Job Service funds, which is $3 million less than proposed 
(please see our analysis of Item 5100 for more detail on this issue). Since 
Job Service funds can be used for a broader range of education and train
ing activities than Title IV-A funds, replacing unneeded Job Service funds 
with Title IV-A funds and transferring the Job Service monies to DSS will 
allow the state to maximize federal funding. 

We conclude that, as a result of such transfers, the WIN-Demo program 
will need $3 million less than budgeted, and therefore we recommend the 
following: (1) reduce federal funds by $781,000, (2) transfer $781,000 in 
General Fund monies from the WIN program to the GAIN program, and 
(3) increase reimbursements from EDD by $1.4 million in order to recog
nizeJob Service discretionary funds that are available for use by the GAIN 
program in 1987-88. 

Transfer Child Care Licensing Funds 
We recommend that $1.4 million in General Fund monies budgeted in 

this item for child care licensing activities be transferred to other items 
where it more properly belongs. (Reduce Item 5180-151-001 by $1,353,-
000.) 

The 1987-88 GAIN budget requests $59 million to support child care 
serviCes for GAIN participants. In addition, the budget includes $1.4 mil
lion to license child care facilities-either day care homes or child care 
centers. These facilities are expected to increase in number as the demand 
for child care grows. Our review indicates that the request for GAIN
related child care licensing support is reasonable in light of the anticipated 
demand that GAIN will generate for day care services. 

The licensing funds, however, do not belong in the GAIN program 
appropriation (Item 5180-151-001). To be available for expenditure, these 
funds need to be transferred to Items 5180-001-001 (departmental sup
port) and 5180-161-001 (community care licensing). The department indi
cates monies were included in the GAIN budget because the need for 
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additional child care licensing activity is tied to the implementation of 
GAIN. The department recognizes, however, that the funds would have 
to be transferred before they could be used to support licensing activities. 

We see no advantage to leaving the funds in the GAIN budget: these 
funds are not needed for the direct support of the GAIN program. More
over, if the success of the GAIN program depends on the availability of 
licensed child care facilities, then these. monies should be added to the 
proper DSS budget items so they can be spent as needed. Therefore, we 
recommend reducing Item 5180-151-001 by $1,353,000 and transferring 
$402,000 to Item 5180-161-001 and $951,000 to Item 5180-001-001so that 
support for GAIN-related licensing activities can be expended as 
proposed. 

Excess-ADA Cost Policy Needs To Be Clarified 
We recommend that prior to budget hearings, DSS report to the fiscal 

committees regarding its proposed policy for allowing county remedial 
education costs to exceed the amount provided by average daily attend
ance (ADA) reiIvbu!,sem~nt levels. We further recommend that DSS ad
vise the committees of the additional cost to the GAIN program during 
1987-88 that would result from this policy. 

The 1987-88 GAIN budget anticipates using $33.5 million in community 
college and adult education ADA to meet the educational needs of GAIN 
participants. (An ADA supports the equivalent of one student attending 
one three-hour class for a full school year.) These funds would support 50 
percent of the total GAIN costs related to remedial education during the 
budget year. The remaining 50 percent is supported from various sources, 
include JTP A, refugee social services funds and a direct General Fund 
appropriation. ' 

The schools believe, however, that ADA reimbursements will not cover 
the actual costs incurred in delivering educational services to GAIN par
ticipants. For example, SDE believes that, in some cases, the excess costs 
could exceed the ADA reimbursement level by 40 percent. The SDE cites 
a number of activities or services that it believes GAIN participants will 
need, but are not normally funded by ADA reimbursements, such as: (1) 
transportation; (2) assessment, vocational skill development, and job 
placement activities; (3) additional reporting and tracking of s~udents, 
and (4). additional staff and facility costs. 

Excess-Cost Policy Will Have Major Budgetary Impact. The 1987-
88 GAIN budget does not propose any funds to pay for these excess costs. 
We· estimate that· 1987-88 remedial education costs would increase by 
$16.8 million should education costs exceed ADA reimbursement levels by 
40 percent. Despite the potential impact on the GAIN budget, DSS advises 
that no policy is in place to define the excess-ADA costs that may be paid 
by county welfare departments to adult education schools and community 
colleges. The DSS advises that it will review and approve each local re-
quest for excess costs individually. . . 

Our analysis,indicates that there are instances where the cost ofprovid
ing educational services to GAIN participants will exceed the amount 
provided by ADA reimbursement. For example, schools may need excess 
ADA to rent additional facilities to accommodate classes for GAIN clients 
in particular areas of a county. On the other hand, we believe that DSS 
should thoroughly review the circumstances under which excess ADA 
payments are approved, for the following reasons: 

• Some Activities That SDE Has Identified as "Additional"-Such as 
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Assessment-Would be Provided to All Students, Whether or Not 
They are GAIN Participants. Thus, we think excess payments 
would be appropriate only if schools can show that GAIN students will 
require higher levels of service than the "normal" student. In these 
cases, DSS will need to identify the level of service that is normally 
provided, so that it can measure the incremental costs of providing a 
higher level. 

• Some "Excess" Activities, Such as Job Placement, are Included in 
Other Parts of County GAIN Budgets, and Therefore Do Not Warrant 
Additional State Reimbursement. If county welfare departments 
want adult education schools to engage in job placement activities, 
the county welfare department should use funds provided for job 
search to pay for these costs. Otherwise, we believe that providing 
excess-ADA funds for such activities could result in the state paying 
the county twice for the same service. 

• Some Excess Activities are Not Necessarily the Responsibility of the 
School District, and Therefore Should Not be Reimbursed as Excess 
ADA Costs. The GAIN program assumes that it is the client's re
sponsibility to attend class regularly. If an individual is not sufficiently 
responsible to attend education classes, it is unlikely that this person 
could remain employed for very long. Nevertheless, some adult edu
cation districts believe that additional staff are needed to telephone 
GAIN participants and to provide special transportation to ensure 
that they attend remedial education classes. For those who do not 
attend required classes, it is the county welfare department's respon
sibility, not the school's, to ensure that GAIN participants comply with· 
program rules and sanction families as appropriate. While we recog
nize that schools need regular attendance in order to earn ADA, 
providing "excess" funding to schools may not be the best solution. 
Instead, we believe that shifting some of the fiscal liability for "lost" 
ADA-funds that were not earned due to low attendance by GAIN 
participants-to county welfare departments might more properly 
align program and financial. responsibility. 

We believe DSS should develop a policy that identifies those activities 
that, if justified, warrant payment above the ADA reimbursement level. 
The development of such a policy would (1) enable DSS to identify the 
potential General Fund cost of excess ADA costs, which could be included 
in the budget-year proposal for the GAIN program and (2) allow the 
Legislature to review the activities that DSS believes deserve additional 
payments. 

In light of the significant policy and fiscal impacts that may result from 
the department's policy on excess ADA payments, we recommend that 
prior to budget hearings, DSS report to the fiscal committees on its 
proposed policy for allowing county remedial education costs to exceed 
the amount provided by ADA reimbursement. We further recommend 
that DSS advise the fiscal committees of the additional cost to the GAIN 
program during 1987-88 that would result from this policy. 
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Department of Social Services 

COMMUNITY CARE LICENSING 

Item 5180-161 from the General 
Fund and Federal Trust Fund Budget p. HW 163 

Requested 1987 -88 ......................................................................... . 
Estimated 1986-87 ........................................................................... . 
Actual 1985-86 ................................................................................. . 

Requested increase $386,000 (+4.8 percent) 
Total recommended increase ..................................................... . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-161-001-Community Care Licensing 
5180-161-890-Community Care Licensing 

Fund 
General 
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$8,383,000 
7,997,000 
8,300,000 

$402,000 

Amount 
$8,383,000 
(4,708,000) 

Analysis 
page 

1. Increased Family Day Care Licensing Workload. Increase 
Item 5180-161-001 by $402,000. Recommend transferring 
$402,000 from Item 5180-151-001 to this item for increased 

795 

family day care licensing due to the implementation of the 
Greater Avenues for Independence (GAIN) program. 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriation for the state's cost 

of contracting with counties to license foster family homes and family day 
care homes. Funds for direct state licensing activities are proposed inItem 
5180-001-001-departmental support. 

Foster family homes are licensed to provide 24-hour residential care to 
children in foster care. In order to qualify for a license, the home must be 
the residence of the foster parents and must provide services to no mbre 
than six children. Family day care homes are licensed to provide day care 
services for up to 12 children in the provider's own home. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $8,383,000 from the General 

Fund to reimburse counties for licensing activities in 1987-88. This is an 
increase of 4.8 percent over the current year. This increase is due to an 
increase in the number of foster family homes to be licensed in 1987-88. 

ANALYSIS AND RECOMMENDATIONS 
Funds for Increased Family Day Care Licensing Budgeted in Wrong Item 

We recommend that the Community Care Licensing budget be in
creased by $402,000 to allow for the increased family day care licensing 
workload resulting from implementation of the GAIN program. (Increase 
Item 5180-161-001 by $402,000.) 

In our analysis of the budget for the Greater A venues for Independence 
(GAIN) program (item 5180-151-001), we recommend a reduction of 
$402,000 from that program and a transfer of the same amount to Item 
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Item 5180 

5180-161-001. This is to support the. increased need for family day care 
licensing resulting from implementation of the GAIN program. We make 
this recommendation because it is more appropriate to budget these funds 
in this item-which contains funds for licensing activities-than in Item 
5180-151-001. 

Department of Social Services 

COST-OF-LiVINGADJUSTMENTS 

Item 5180-181 from the General 
Fund and Federal Trust Fund Budget p. HW 160 

Requested 1987-88 .................................... :..................................... $76,293,000 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-181-OO1-Cost-of-living adjustments 
51BO-181-890-Cost-of-living adjustments 

Fund 
General 
Federal 

Amount 
$76,293,000 
(38,464,000) 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Statutory COLAs. Recommend that the Legislature 

delete Budget Bill language delaying the effective date of 
statutory COLAs forAFDC and SSI/SSP recipients because 
the language could require the counties to pay the AFDC 
COLAs during the first six months of the fiscal year. 

GENERAL ,PROGRAM STATEMENT 

Analysis 
page 
800 

This item contains the General Fund appropriation to provide cost-of
living adjustments (COLAs) to various welfare and social services pro
grams. In general, this item provides funds to compensate for the effects 
of inflation on the purchasing power of grants to welfare recipients. 

In accordance with the policy established by the Legislature in previous 
Budget Acts; the state will fund its share of COLAs granted to certain 
county welfare department employees one year in arrears (referred to as 
"retroactive" COLAs). Thus, the budget proposes to fund in 1987-88, the 
General Fund costs of specific COLAs granted to county welfare depart
ment employees in 1986--87. (These funds are appropriated in Items 
5180-141-001 and 5180-151-001.) For employee COLAs grarited by counties 
in 1987-88, the state will fund its share of the costs beginning in 1988-89. 

OVERVIEW OF THE BUDGET REQUEST 
Statutory COLAs for Welfare Recipients 

State law requires that Supplemental Security Income/State Supple
mentary Program (SSI/SSP) grants, Aid to Families with Dependent Chil
dren (AFDC) grants, and the maximum service award under the 
In-Home Supportive Services (IHSS) program be adjusted to reflect year
ly increases in the California Necessities Index (CNI). The Commission on 
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State Finance is the state agency responsible for estimating the change in 
the CN!. The Commission on State Finance advises that its preliminary 
estimate of the CNI for 1987-88 is 3.9 percent. The Department of Finance 
(DOF), however, estimates that the COLA required by existing law is 3.6 
percent for 1987-88. 

Budget Proposes to Delay COLAs. Under existing law, the annual 
COLAs are to take effect on January 1,1988 for SSI/SSP and on July 1,1987 
for AFDC and IHSS. The budget proposes to delay the COLA for SSI/SSP 
until April 1, 1988 and the COLAs for IHSS and AFDC until January 1, 
1988; The a~inistration proposes. Budget Bill language to suspend the 
statutory reqUIrements and permIt the COLA delays. (Please see our 
recommendation below for further discussion of the Budget Bill lan
guage.) The budget proposes to provide a 3.6 percent increase, based on 
the DOF estimate for statutory COLAs, as follows: 

• SSIISSP. The budget proposes to provide a COLA for SSI/SSP 
recipients, on April 1, 1988, at a cost of $42 million ($41.8 million 
General Fund, $134,000 federal funds). Current law requires a statu
tory COLA on January 1, 1988, at a cost of $83.9 million ($83.4 million 
General Fund) . 

• AFDC Cash Grants. The budget proposes to provide a COLA to 
AFDC cash grants, on January 1,1988, at a cost of $76.3 million ($34.2 
million General Fund, $38 million federal funds, and $4.1 million 
county funds). Current law requires a statutory COLA on July 1, 1987, 
at a cost of $147.9 million ($66.3 million General Fund). 

• IHSS Statutory Maximum. The budget proposes to provide a 
COLA on January 1, 1988 to the maximum amount of service that each 
IHSS recipient is allowed by statute, at a cost of $284,000 ($256,000 
General Fund, $28,000 county funds). Current law requires a statu
tory COLA on July 1, 1987, at a cost of $569,000 ($511,000 General 
Fund). 

ANALYSIS AND RECOMMENDATIONS 
Discretionary COLAs 

In the past, the budget has proposed two different kinds of discretionary 
COLAs. These COLAs are not required by law. Discretionary COLAs for 
some programs are retroactive, and provide the state's share of county 
wage and benefit increases that counties provided to their employees 
during the prior year. Discretionary COLAs for other programs, however, 
provide the state's share of wage and benefit increases that counties pro
vide during the budget year. 

Retroactive COLAs. The department administers three programs 
which receive retroactive COLAs-the county welfare department ad
ministration of the AFDC, Food Stamp, and Child Welfare Services 
(CWS) programs. The budget includes funds for these retroactive COLAs 
as follows: 

• County Administration of AFDC and Food Stamp Programs. The 
budget proposes an appropriation of $5.4 million from the General 
Fund to pay for the cost of COLAs granted by counties in 1986-87 to 
eligibility determination staff who are assigned to the AFDC and 
Food Stamp programs. The budget includes these funds under the 
appropriation for the baseline costs of the county administration pro
gram (please see Item 5180-141-001) ... 

• Child Welfare Services. The budget propOSeS an appropriation of 
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$7.9 million from the General Fund for the cost of COLAs granted by 
counties to CWS staff in 1986-87. The budget includes these funds 
under the appropriation for the baseline costs of CWS (pleas~ see 
Item 5180-151-001). 

COLAs Granted for Budget-Year Increases. In addition to the pro
grams that receive discretionary retroactive COLAs, the state has in the 
past granted discretionary COLAs for budget-year wage and benefit in
creases for county welfare department employees and for grant programs. 
The budget does not contain funds to provicle COLAs to these programs. 

• County Services Block Grant (CSBG) Program. Under this pro
gram, counties provide adult protective services (APS) , IHSS eligibili
ty determination and case management services, and a variety of 
optional social services. The 1986 Budget Act did not provide a COLA 
for this program. It would cost $775,000 ($634,000 General Fund and 
$141,000 county funds) to provide a 1 percent COLA for this program 
in 1987--88. In general, the counties would use any funds provided to 
this program for a cost-of-living increase to finance the costs of the 
COLAs they would grant to the sOGial workers assigned to the pro
gram. 

• Adoptions. Under this program, counties provide services to pro
spective adoptive parents and to children awaiting adoption. The 1986 
Budget Act did not provide a COLA for this program. It would cost 
$209,000 ($147,000 General Fund and $61,000 federal f].IIlds) to pro
vide a COLA to the Adoptions program in 1987--88. In general, coun
ties would use any funds provided for a COLA to finance the cOsts of 
the COLAs they would grant to adoptions social workers. 

• Foster Care. Under this program, Gounties pay grants to foster 
family homes and foster care group homes to cover their costs of 
providing 24-hour residential care to abused, neglected, and delin
quent children. The 1986 Budget Act granted a 1 percent COLA for 
foster family homes ($1.7 million total funds), but it provided no 
COLA for foster care group homes. It would cost $4 million ($3 mil
lion General Fund, $900,000 federal funds, and $100,000 county funds) 
to provide a 1 percent COLA to all foster careptoviders in 1987--88. 

• IHSS. Under this program, counties. provide supportive services 
to aged, blind, and disabled individuals to help them live in their own 
homes. The 1986 Budget Act included $3.9 million ($3.5 million Gen
eral Fund, $400,000 county funds) to provide a 1 percent COLA to 
IHSS providers. It would cost $4.3 million ($3:8 million General Fund, 
$500,000 county funds) to provide a 1 percent COLA to IHSS provid
ers in 1987--88. In general, funds appropriated for a COLA for the 
IHSS program would be used to increase the wages paid to providers 
in the budget year. 

Budget Does Not Propose a Consistent Policy on Discretionary COLAs. 
The budget for 1987--88 proposes to provide discretionary COLAs in some 
instances, but not in others. For example, it proposes discretionary COLAs 
for some county administrative activities, such as the retroactive COLAs 
for AFDC, Food Stamp, and CWS. The budget proposes no COLA, howev
er, for county administrative activities for the Adoptions program, IHSS, 
or APS. 

The budget also proposes a discr.etionary retroactive. COLA for some 
IHSS providers, but not for others. For' example, agencies that contract 
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with counties to provide IHSS would receive retroactive COLAs for the 
cost of wage and benefit increases granted to their employees in 1986-87. 
The budget includes these funds under the proposed appropriation for the 
baseline costs of IHSS (Item 5180-151-(01). The budget proposes no 
COLA, however, for the majority of IHSS providers-individual providers 
who are hired directly by recipients. In general, individual providers 
receive hourly wages which are less than contract providers. 

Legislature Has Several Options for Providing Statutory COLAs 
As discussed above, the 1987~8 budget proposes to delay the statutory 

COLAs for AFDC and SSI/SSP benefits. In addition, the budget does not 
request funds for discretionary COLAs, with certain exceptions. 

Although th~ budget proposes to. ~elay statutory COLAs, this is just one 
of several options available. SpeCIfically, a number of alternatives are 
available to the Legislature for these' social services COLAs, each of which 
has its own unique features, as follows: 

• Provide COLAs as Reql)ired by, Statute. This option would re
quire an augmentation of$73.9 million from the General Fund ($32.1 
million for AFDC recipients and $41.8 million for SSI/ SSP recipients) . 
This alternative would require no change in existing st;ltutes. 

• Delay the Statutorily Required COLA. This option would result 
in savings during 1987~ without reducing the long-term spending 
power of welfare benefits. Clearly, by delaying the effective date of 
COLAs, recipients would collect smaller benefits for a period of time. 
This delay, however, would not cause a permanent reduction in the 
purchasing power of the grant because the full adjustment for infla
tion eventually would be made. For each three-month delay, the 
General Fund savings total $58 million ($16 million from the AFDC 
COLA and $42 million due to the SSI/SSP COLA). The 1987~8 
budget proposes a variation of, this option-delaying the AFDC 
COLA by six months and the SSI/SSP COLA by three months. This 
option requires statutory changes to implement. 

• Reduce the Statutorily Required COLA. This alternative would 
provide a COLA to recipients that is smaller than the amount that 
would result using the CN!. The COLAs for both AFDC and SSI/SSP 
recipients could be reduced from the statutory rate by 1 percent, for 
instance. For each 1 percent reduction in the size of these COLAs, the 
Legislature would reduce General Fund costs by $41.6 million. This 
option, however, would permanently reduce the spending power of 
welfare benefits because a reduced COLA amount would not fully 
maintain the real spending power of the grant as measured by the 
CN!. Reducing the size of statutory COLAs requires a change in 
existing state law. 

Clearly, the Legislature could combine two or more of these options. 
For example, the Legislature could provide a full statutory COLA to one 
group, while reducing the size of the COLA for another group. Or, COLAs 
could be reduced and delayed for both groups. In addition, should the 
Legislature choose to provide discretionary COLAs to other programs, 
these options would apply as well. 

We make no recommendation concerning action on COLAs for welfare 
recipients. Rather, this is a major policy issue about how to balance com
peting interests for scarce resources. One criterion the Legislature could 
use to allocate COLAs is to consider the extent to which a program or 
recipients can offset the loss of spending power due to inflation. Using this 
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criterion, the Legislature should assign the highest priority to provide 
COLAs to those programs and recipients who have the least amount of 
control over their expenditures. For example, some agencies can freeze 
salaries, increase employee productivity, extend waiting lists Jor services, 
or defer new projects. Welfare recipients generally have few alternatives 
for adjusting their level of expenditures. Recipients cannot easily defer 
certain purchases or increase their productivity. . 

In the past, the Legislature's policy concerning COLAs has been to 
provide inflation adjustments to those with the greatest demonstrated 
need. Given the limited ability of recipients to offset the loss of spending 
power due to inflation, we believe that the Legislature should reduce 
statutory COLAs for welfare recipients only when the Legislature has no 
other options for controlling expenditures. 

Budget Bill Language Could Shift Costs to Counties 
We recommend that the Legislature delete Budget Bill language delay

ing the effective date of statutory COLAs for AFDC and SSI/SSP recipi
ents because it could require the counties to pay for the cost-of-living 
increases provided to AFDC recipients for the first half of the year. 

The Budget Bill contains language to delay the inflation adjustments for 
AFDC and SSI/ SSP benefits. If no statutory change is made to delay the 
AFDC COLA, however, this language could shift the cost of the AFDC 
COLA. to the counties for the period July 1, 1987 to December 31, 1987 
rather than delay implementation of the COLA. Accordingto Legislative 
Counsel, without a cliange in state law, the COLA will be effective onJuly 
1, 1987. Counsel further advises that, without the required statutory 
changes, the effect of Budget Bill language would be to disclaim state 
sharing in the costs of the increase. Without state participation, counties 
would be required to support the entire nonfederal share of AFDC cost-of
living increases for the first half of 1987-88. This would increase county 
costs by $32.1 million. . 

Because the Budget Bill language could unintentionally increase county 
costs, we recommend deleting the provision in Item 5180-181 that delays 
AFDC and SSI/SSP benefit COLAs. 
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DEPARTMENT OF SOCIAL SERVICES-REAPPROPRIATION 

Item 5180-490 from the General 
Fund and the Federal Trust 
Fund 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Budget p. HW 155 

This item reappropriates $37,000 of the funds appropriated from the 
General Fund by Ch 1159/85. These funds originally were provided for an 
Adult Protective Service emergency shelter pilot project, and would be 
used for the same purpose in 1987--88. 

This item also reappropriates the unexpended portion of federal Title 
XX funds provided for training and retraining of providers of licensed 
child care as well as state licensing officials, and parents of children in day 
care. These funds would be used to support the same activities in 1987--88. 
We recommend that both reappropriations be approved. 

DEPARTMENT OF SOCIAL SERVICES-REVERSION 

Item 5180-495 to the General 
Fund 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Budget p. HW 163 

This item reverts the unencumbered balance, approximately $5 million, 
contained in section (b) of Chapter 16, Statutes of 1986. This bill originally 
appropriated $10 million to the Department of Social Services for the 
Individual and Family Grant Program. This program provides emergency 
loans to victims of disasters such as floods and fires. Because the amount 
of loans made under the program will not reach the amount appropriated 
by Chapter 16, we recommend approval of the reversion. . 




