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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 1990-91 ......................................................................... . 
Estimated 1989-90 .......................................................................... . 
Actual 1988-89 ................................................................................. . 

Requested decrease (excluding amount 
for salary increases) $513,000 (-9.3 percent) 

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

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
4HIO·OOl.s90-State Council on Developmental 

Disabilities 
4U()'()()1-890-Area Boards on Developmental 

Disabilities 

Fund 
Federal 

Reimbursements 

$4,977,000 
5,490,000 
4,544,000 

None 

Amount 
$4,977,000 

(2,576,000) 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Contract Workload. Recommend that the state council and 440 
the Department of Finance submit a work plan and budget 
for the proposed evaluation of the Community Placement 
Plan prior to budget hearings. 

GENERAL PROGRAM STATEMENT 

The State Council on Developmental Disabilities operates pursuant to 
the Lanterman Developmental Disabilities Services Act (Ch 1365176, 
Lanterman) and related federal law. The council is responsible for 
planning, coordinating, monitoring, and evaluating the service delivery 
system for persons with developmental disabilities. 

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

The state council and area boards have 52.8 personnel-years in the 
current year. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes an appropriation of $5 million from federal funds 
for support of the state council and area boards in 1990-91. This is a 
decrease of $513,000, or 9.3 percent, below estimated current-year 
expenditures. This reduction is somewhat misleading. During the current 
year, the state council carried forward for one-time expenditure unspent 

19--80282 
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STATE COUNCIL ON DEVELOPMENTAL DISABILITIES AND AREA BOARDS 
ON DEVELOPMENTAL DISABILITIES-Continued 
grant funds from prior years. The reduction in 1990-91 reflects the 
expenditure of these one-time carryover funds. . 

The budget proposes a total of 53.7 personnel-years for these programs 
in 1990-91. Table 1 displays how federal funds are allocated to the state 
council, program development, and area boards in the past, current, and 
budget years. 

Table 1 
State Council and Area Boards 

Budget Summary-Federal Funds 
1988-89 through 1990-91 
(dollars in thousands) 

Personnel-Years 
Actual Est. 

Program 1988-89 1989-90 
State council ....................... 12.9 13.2 
Program development ............ 
Area boards ........................ 40.5 39.6 

Totals .......................... 53.4 52.8 

ANALYSIS AND RECOMMENDATIONS 

Contract Workload Unjustified 

Prop. 
1990-91 

13.1 

40.6 
53.7 

Actual 
1988-89 

$962 
1,372 
2,220 

$4,554 

Expenditures 
Percent 
Change 

Est. Prop. From 
1989-90 1990-:91 1989-90 

$958 $1,107 15.6% 
2,121 1,294 -38.9 
2,411 2,576 6.8 

$5,490 ,$4,977 -9.3% 

We recommend that the state council and the Department of Finance 
(DOF) submit, prior to budget hearings, a work plan and detailed 
budget for the proposed evaluation of the Community Placement Plan 
(CPP). 

The budget proposes an .appropriation of $1,107,000 for the council in 
1990-91, an increase of $149,000, or 16 percent, above estimated current
year expenditures. This increase includes proposals for (1) $100,000 to 
study the impact and effectiveness of the CPP and (2) $13,000 to 
automate various administrative functions. 

,The state council reports that it would spend the $100,000 augmenta
tion to contract with the Program Evaluation Unit of the DOF for a 
three-year. longitudinal study assessing (1) the growth and development 
of residents of state developmental centers (SDCs) and clients placed 
into the community, (2) the impact of de institutionalization on the 
clients' families and communities, (3) the relative cost of services 
provided in the community and the SDCs, and (4) issues arising from the 
Department of Developmental Services' implementation of the CPP. 
Neither the council nor the DOF was able to provide a work plan or 
detailed budget outlining how the study would be implemented by the 
DOF. 

We believe that a thorough . examination of the CPP is warranted. 
However, without a work plan and detailed budget we have no basis for 
evaluating the reasonableness of the proposed contract amount. Accord
ingly, we recommend that the state council and the DOF submit a work 
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plan and budget for the proposed.evaluation of the CPPpriorJobudget 
pearings. 
Area Board Budget Looks Reasonable' 

We recommend approval. 
, The budget proposes an appropriation of $2.6 million for the area 

boards, an increase of $t65,OOO, or 6.8 percent, over estimated current
year expenditures. The increase is due primarily to proposals for ( 1) 
$68,000 to>make permanent 1.8 limited-term positions associated with 
changes in the way program development funds are allocated and 
administered at the local level, (2) $40,000 to deGrease, the area boards' 
salary savings rate from 4.2 percent to 2 percent, (3) $22,000 to increase 
salaries of area board executive directors, and (4)$15,000 to support area 
board involvement of primary consumers and tei move the Area Board II 
office from Red Bluff to Chico. 

, EMERGENCY MEDICAL SERVICES AUTHORITY 

Ite~ 4120 from the General 
Fund and various other funds Budget p. HW 4 

Requested 1990-91 ............................ ; .............•.................. ; ............. . 
ES.timated 1989-90 .......................................................................... . 
Actual 1988-89 .................. : .............................................................. .. 

Requested in~rease' (excludiIig amount for 
. salary increases) $238,000 (+4.1 percent) , , 

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

1990-91 FUNDING BY .iTEM AND SO.U~CE 
Item-Description 
4120-001-OO1-Department support 
4120-001-890-Department support 
4120-001-312-Department support .. '.' 

4120-101-OO1-Local assistance 
4120-10l-890-Local assistance 
Reimbursements 

Total "., 

General 
Federal 

. Fund 

'. Emergency Medical Services 
Personnel 

General 
, Federal 

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS 

$6,069,000 
5,831,000 
6,085,000 

'Amount 
$1,071,000 

270,000 
172,000 

3,057,000 
i,471,000 

28,000 
$6,069,000 

Analysis 
'page 

'1. Expenditure Plan .for Disaster' Medical Response FUnds. ,442 
Recommend,that the authoritY submit before 'budget hear
ings an expenditure plan for reimbursements from the 
Office of Emergency Services to establish' a state medical 

" disaster response and medical mutual aid system. 
GENERAL PROGRAM STATEMENT 

The Emergency Medical Services Authority is responsible for review
ing local emergency medical services (EMS) programs and for establish-
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EMERGENCY MEDICAL SERVICES AUTHORITY-Continued 
ing statewide standards for training, certification, and supervision of 
paramedics 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, (4) developing regulations and reviewing local plans to imple
ment trauma care systems, and (5) designating and monitoring regional 
poison control centers. 

The authority has 20 personnel-years in the current year. 

ANALYSIS AND RECOMMENDATIONS 

The budget proposes $6.1 million' for support of the authority's 
programs in 1990-91. This is an increase of $238,000, or 4.1 percent, above 
estimated current-year expenditures. This increase is due primarily to the 
net effect of: 

• A proposal to fund the Fresno/Kings/Madera regional EMS agency 
under the authority's localassistance·progtam for rural regional EMS 
agencies ($200,000 General Fund). 

• A proposal for $172,000 from the Emergency Medical Services 
Personnel Fund to implement a statewide paramedics testing pro
gram established by Ch 1134/89 (AB 1558,'Allen). This program will 
be funded by paramedics testing fees. 

• A reduction of $142,000 in an Office of Traffic Safety grant, which was 
used to develop the initial statewide test for paramedics. 

The budget proposes to continue the authority's staffing a~ 20 
personnel-years in 1990-91. 

No Expenditure Plan for Disaster Medical Response Funds 

We recommend that the authority submit to the fiscal committees 
before budget hearings an expenditure plan for $393,()()() in reimburse
ments from the Office of Emergency Services (OES) to establish a state 
medical disaster response and medical mutual aid system. 

TJ:le OES budget (Item 0690) reflects a $393,000 allocation to the 
authority to establish a medical disaster response and medical mutual aid 
system. The authority's budget, however, does not reflect a correspond
ing reimbursement. In addition, neither the authority nor the OES had 
submitted any information regarding these funds at the time this analysis 
was prepared. Accordingly, we recommend that the authority submit an 
expenditure plan for these funds to the fiscal committees before budget 
hearings. 



Item 4130 HEALTH· AND WELFARE I 443 

HEALTH AND WELFARE AGENCY DATA CENTER 

Item 4130 from the Health and 
Welfare Data Center 
Revolving Fund Budget p. HW 7 

Requested 1990-91 ......................................................................... . 
Estimated 1989-90 .......................................................................... . 
Actual 1988-89 ................................................................................. . 

Requested increase (excluding amount 
for salary increases) $699,000 (+1 percent) 

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

GENERAL PROGRAM STATEMENT 

$70,083,000 
69,384,000 
50,940,000 

None 

The Health and Welfare Agency Data Center (HWDC) is one of three 
major state data processing centers authorized by the Legislature. The 
center provides computer support to the Health and Welfare Agency's 
constituent departments and offices. The center also provides occasional 
support to other state offices, commissions, and departments. The cost of 
the center's operation. is fully reimbursed by its users. 

The HWDC has 223.4 personnel-years in the current year. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

The budget proposes an appropriation of $70,083,000 from the Health 
and Welfare Agency Data Center Revolving Fund to support the data 
center's operations in 1990-91. This is an increase of $699,000, or 1 percent, 
above estimated current-year expenditures. The increase is primarily due 
to increased workload of the data center's user departments, particularly 
for the Employment Development Department (EDD). The EDD is 
requesting an additional $718,000 for several projects, most significantly 
the automation of the California Unemployment Insurance ,Appeals 
Board. In addition, there are reductions in the budget due to completions 
of projects undertaken in 1989~90. Most significant is the Department of 
Rehabilitation's automation project, which required the HWDC to make 
several one-time purchases in 1989-90. 

Our analysis indicates that the amounts requested by the data center 
are consistent with the amounts proposed in the budgets for its user 
departments. 
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OFFICE OF STATEWIDE HEALTH PLANNING AND 
DEVELOPMENT 

Item 4140 from the General 
Fund and various other funds Budget p. HW 10 

"Requested 1990-91 ......................................................................... . 
Estimated 1989-90 ................................................................... : ...... . 
Actual 1988-89 ................................................................................ .. 

Requested increase (excluding amount for 
salary increases) $4.4 million (+ 13.5 percent) 

Total recommended reduction ........................................ ; ..... ; .. .. 
Recommendation pending ................................ , ................... , .... , .. . 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
4i40-001-OOi-support' 
4140-001-121-Support 

4140-001-1~upport 

4140-001-181-Support 
4140-001-232-Support 

4140-101-OO1-Local Assistance 
Health and Safety Code Section 436.26 

Education Code Section 69800 

Reimbursements 
, Total 

Fund 
General 
Hospital Building Account, 

,Architecture Public Building 
California Health Data and 

'Planning , 
Registered Nurse Education 
Hospital Services Account, , 

Cigarette and Tobacco Prod
ucts Surtax Fund 

General 
Health Facility Construction 

Loan Insurance 
Minority Health Professions 

Education 

$36,469,000 
32,120,000 
29,957,000 

None 
897,000 

Amount 
$1,917,000 
19,701,000 

7,338,000 

, 614,000 
450,000 

2,880,000 
1,903,000 

1,527,000 

139,000 
$36,469,000 " 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Proposition 99 Expenditures. Withhold recommendation on 441 
, $450,000 from the Hospital Services Account of the Cigarette 

arid Tobacco Products SurtaX Fund and three positions 
proposed for activities related to implementation of Propo-
sition 99. " , ' 

2. Equipment Purchase. Withhold recommendation' on 447 
$447,000 ,from the 'Hospital Building Account, Architecture 
Public Building Fund, proposed for computer equipment 
pending submission of justification. 

3. Seismic Safety Program Workload. We find the estimate of 447 
additional workload from a hospital seismic safety field 
review program is likely to be too high. 

4. Carried-Over Contract Funds. Recommend that the Legis- 448 
lature adopt Budget Bill language to restrict the office's 
ability to carry over contract funds into later years. 
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GENERAL PROGRAM STAJEMENT 
The Office of Statewide Health Planning and Development (OSHPD) 

is responsible for (1) developing state health plans, (2) administering 
demonstration projects, (3) operamlg' health professions development 
programs, (4) reviewing plans and inspecting health facilities construc
tion projects, and (5) collecting health cost and utilization data from 
health facilities. 

The office has 306.2 personnel-years in the current year. 

OVERVIEW OF THE BUDGET REQUEST 

Expenditures for support of the office from all funds are proposed at 
$36.5 million in 1990-91. This is an increase of $4.4 million, or 14 percent, 
above estimated current-year expenditures. The budget proposesexpen
ditures of $4.8 million from the General Fund to support the OSHPD in 
1990-91. This is a decrease of $125,000, or 2.5 percent, below estimated 
current-year General Fund expenditures. 

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 
1988-89 through 1990-91 
(dollars in thousands) 

Expenditures 

Personnel-Years 
Actual Est. Prop. Actual Est. Prop. 
1988-89 1989-90 1990-91 1988-89 1989-90 1990-91 

Health projects and analysis ...... 8.7 7.4 8.1 $703 $792 $887 
Demonstration projects ........... 10.1 17.4 15.2 749 1,238 1,120 
Health professions development .. 11.6 14.7 15.7 6,117 5,283 6,359 
Facilities development and 

financing ...................... 138.9 153.5 167.4 17,091 19,082 21,489 
Health facilities data .............. 44.5 46.1 50.7 5,133 5,612 6,475 
Administration ..................... 66.1 67.1 71.9 164 113 139 

Totals .......................... 279.9 306.2 329.0 $29,957 $32,120 $36,469 
Funding Sources 
General Fund ..................................................... $5,485 $4,922 $4,797 
Hospital Building Accoun~ Architecture Public Building 

Fund .......................................................... 16,286 17,324 19,701 
California Health Data and Planning Fund . ................... 5,952 6,640 7,338 
Health Facilities Construction Loan Insurance Fund ........... 901 1,758 1,903 
Minority Health ProfessiOns Education Fund . .................. 937 536 1,527 
Registered Nurse Education Fund ................................ 602 614 
Hospital Services Accoun~ Cigarette and Tobacco Products 

Surtax Fund .................................................. 225 450 
Reimbursements . .................................................. 396 113 139 

Percent 
Change 
From 

1989-90 
12.0% 
-9.5 
20.4 

12.6 
15.4 
23.0 
13.5% 

-2.5% 

13.7 
10.5 
8.2 

184.9 
2.0 

1(){).0 
23.0 

The increase in expenditures from all sources is due primarily to (1) a 
$2.4 million increase in seismic safety program activities, (2) a $1 million 
increase in the scholarship and loan repayment program administered by 
the Minority Health Professions Education Foundation, and (3) a 
$700,000 increase in data collection and analysis programs. 
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OFFICE OF STATEWIDE HEALTH PLANNING AND 
DEVELOPMENT-Continued 

Item 4140 

The budget proposes a total of 329 personnel-years for 1990-91, an 
increase of 22.8 personnel-years from the current-year level. 

Table 2 identifies the major budget changes proposed for 1990-91. 

Table 2 
Office of Statewide Health Planning and Development 

Proposed 199().91 Budget Changes 
(dollars in thousands) 

1989·90 expenditures (Budget Act) .............................. . 
Adjustments, 1989-90: 

Retirement reduction .................... ; ..................... . 
Employee compensation ...................................... . 
Carry-over appropriation for Family Physician Training 

Program .................................................... ' .. . 
Cigarette and Tobacco Products Surtax (C&T) Fund 

distribution, Ch 1339/89 ..................................... . 
Health care career recruitment, Ch 1259/89 .................. . 
Cal-Mortgage adjustment, primarily for earthquake 

insurance ..................................................... . 
Carry-over appropriation for Minority Health Professions 

Education Foundation (MHPEF) ........................... . 
Expiration of limited-term positions ...... , .................... . 
MHPEF scholarships and loan repayment aid ................ . 
Data evaluation contract delay ................................ . 

1989·90 expenditures (revised) .................................. . 
Baseline adjustments, 1989-90: 

Pro rata adjustment. ......................................... ' .. . 
Full-year effect of salary increases ............................ . 
Price increase .................................................. . 
C&T Fund distribution, Ch 1339/89 ........................... . 
MHPEF scholarships and loan repayment aid ................ . 
One-tirile cost reductions: 

Health care career recruitment, Ch 1259/89 ............... . 
Expiration of limited-term positions ......................•.. 
Cal-Mortgage Program ...................................... . 
MHPEF ...................................................... . 
Cardiac catheterization program ............................ . 

Carry-over appropriation for Family Physician Training 
Program ..................................................... . 

Data evaluation contract. ...................................... . 
Program change proposals: 

Demonstration projects ........................................ . 
Expansion of the Cal-Mortgage Program, Ch 1373/89 ........ . 
Administrative support increase ............................... . 
Data collection and aualysis ................................... . 
Seismic safety program increases .............................. . 
Health facilities plan and audit contract, Ch 856/89 .......... . 
Review of seismic hazards evaluation reports, Ch 898/89 .... . 

1990-91 expenditures (proposed) ................................ . 
Change from 1989-90 (revised): 

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

General Fund 
$4,909 

-2 
30 

6 

-21 

$4,922 

10 

-309 

-6 

ISO 

$4,797 

':'$125 
-2.5% 

All Funds 
$30,469 

~29 

479 

6 

225 
SO 

924 

167 
-21 
ISO 

-300 
$32,120 

464 
350 
211 
225 

1,lSO 

"":SO 
-309 
-95 

-167 
':"15 

-6 
300 

ISO 
89 

202 
204 

1;075 
342 
199 

$36,469 

.$4,349 
13.5% 
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ANALYSIS AND RECOMMENDATIONS . 

No Justification Submitted for Proposed Proposition 99 Expenditures 
We withhold recommendation on $450,000 from the Hospital Services 

Account of the Cigarette and Tobacco Products Surtax (C&T) Fund and 
three positions proposed for activities related to the implementation of 
Proposition 99. 

The budget proposes $450,000 from the Hospital Services Account of 
the C&T Fund and three positions to Jmplement Ch 1331/89 (AB 75, 
Isenberg).' Chapter 1339 requires the office to (1) calculate each hospi
tal's share of statewide uncompensated care costs and (2) collect 
additional facility aata. 

At the time we prepared this analysis, the office had not submitted 
justification for this request. Specifically, the office had not provided (1) 
fiscaJ. details ofthe'proposal, (2) information on the activities proposed, 
and (3) the estimated workload. Therefore, we withhold recommenda
tion until the office submits. the necessary information. 

No Justification Submitted for Equipment Purchase 
We withhold recommendation on a proposal to spend $447,000 from 

the Hospital Building Account of the Architecture Public Building 
Fund for computer equipment pending submission of justification 
from the o.fJlce. 

The budg~t allocates $447,000 from the Hospital Building Account of 
the Architecture Public Building Fund to purchase computer equipment 
for seismic safety program staff. 

At the time this analysis was prepared, the office had not prepared 
justification for this request. To evaluate the merits of the proposal,· the 
Legislature needsinformationon (1) the purpose of the purchase, (2) the 
benefits from the purchase, (3) the alternatives considered, (4) the fiscal 
details, and (5) the current level of computer resources in the seismic 
safety program. 

TheOSHPD . advises that it is preparing backup information to justify 
itsptoposal~ We withhold recommend~tion on this proposal pending 
submission of this additional information. 

Proie~ted . bicrease' in Seismic. Safety Program Workload Optimistic 
~e find the .office's estimate of additional workload from a hospital 

seismic safety field review program is likely to be too high. 
The budget proposes $414,000 from the Hospital Building Account, 

Architecture Public Building Fund for seven positions to conduct on-site 
plan reviews of small hospital projects. Currently, the office reviews all 
hospital project plans centrally. The proposal is based on the office's 
estimate that in 1990-91 it would receive 1,500 additional proposals for 
small hospital projects for review under this program. 

Background; Chapter 934, Statutes of 1988 (AB 4110, Bradley), autho
rized the office to establish a similar program for small projects at nursing 
facUities. The purpose of the program is to shorten the plan review 
process and, by doing so, expedite the approval of small projects. 
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OFFICE OF STATEWIDE HEALTH PLANNING AND 
DEVELOPMENT-Continued 

Item 4140 

Budget Proposal. Under the budget proposal, the office would expand 
the nursing facility program to hospitals. According to the office, in 
addition to expediting, the review process, a field review program would 
reduce the number of small projects that do not comply with state 
standards. The office indicates that the program would do this because 
shortening the plan review process and decreasing the amount of. 
paperwork will encourage hospitals to submit additional proposals for 
small projects for review, instead of implementing the projects without 
review. According to the office, many hospitals currently do not submit 
proposals for small projects for review because. of the cumbersome and 
lengthy plan review process. Failure to submit these proposals could 
rE;lsult in noncompliance with building and seismic standards and thereby 
endanger the life and safety of hospital clients and staff. '. 

The Workload Estimate is Likely to be Too High. Our discussions with 
office staff indicate that the workload estimate of '1,500 was based on 
conversations with hospital industry representatives. The office was 
unable to provide any detail regarding how the, figure was derived. 

We believe the office's workload estimate is likely to be. too high. While 
we recognize that there is likely to be additional workload associated with 
a hospital field review program, we believe it is unlikely that 1,500 new 
field. review projects would materialize in 1990-91. This is because (1) the 
office has not experienced' an increase in nursing facility field review 
projects as a result of Chapter 934 and .(2) it will take some time to 
educate the hospital industry about the program, so that the workload 
increase would probably be smaller than projected in the budget year. At 
this time, however, we do not have any analytic basis for an altem,~tive 
workload projection. . 

Carried-Over Contract Funds Circumvent Legislative Control 

We recommend that the Legi~lature adopt Budget Bill language to 
restrict the office's ability to carry over contract funds. to later years. 

The seismic safety program enters into contract agreements with 
various agencies annually. These agencies include the Department of 
Health Services, the Office of the State Architect, the State Fire Marshal, 
and others. In the current year, the Legislature appropriated $5.6 million 
to fund these contracts. The budget proposes interdepartmental contract 
funding of $5.9 million in the budget year. 

In our review of the proposed budget, we found that the program has 
been carrying forward contract funds that were not used in previous 
years. These funds are available because contract funds were overbud
geted several years ago. The office encumbered the overbudgeted funds 
for contracts with other state agencies extending into the next fiscal year, 
thereby freeing up funds in that year. The office has repeated this process 
each year. 

At the time this analysis was prepared, the office had not yet provided 
us with a reconciliation of appropriated and spent contract funds. 
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However, the office advises that as ofJanuary 1990; it was still spending 
contract funds appropriated for 1988-89. ,This means that while the 
Legislature appropriated only $5.6 million for current-year contracts, the 
office actually has more than that amount at its disposal. These funds can 
be used for contracts or forbther types of expenses. In fact, the office has 
used some of its freed-up funds to support various types of operating 
expenses not anticipated when the budget was enacted. , .. , " 

Spe,nding contract funds for services supplied after the close of the 
fiscal year is appropriate in the case of some special studies ox; one-tin1e 
projects, because these contracts involve long development periods. 
However, it is not appropriate for types of services funded by most of the 
program's contracts. Essentially, these contracts fund ongoing operating 
costs-personal services and operating' expenses-of units' in other state 
agencies. IIi this situation, the result is that the Legislature has no 
effective control over expenditures. 

To maintain legislative cbntrol of office expenditures, we recommend 
that the Legislature' adopt Budget' Bill language prohibiting "the office 
from (1) using 19oo:...91 contract funds in later years and (2) redirecting 
1990-91 contract funds for other purposes. Specifically, we recommend 
that the Legislature add the following language to Item 4140-001-001: 

The Office of Statewide Health Planning and Development may not' use 
contract funds for the seismic safety program to pay for services provided in 
years after 1990-91. In addition, the program may not redirect contract funds 
for other purposes. 

CALIFORNIA DEPARTMENT OF AGING 

Item 4170 from the General 
Fund and various foods 

, '. Budget~. HW 18 

Requested '1990-91 .. ; ............... ~~ .... ; ............ ;.................................... $134,112,000 
Estimated 1989-90· ................. ; ...................... '~................................... 136,726,000 
Actual 1988-89 .................................. : ....... :.;...................................... 134,471,000 

Requested decrease (excluding amount 
for salary increases) $2,614,000 (-1.9 percent) 

Recommend transfer to General FUnd .................................. .. 
Recommendations pending ......................................................... . 

,; 688,000 
2,100,000 
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CALIFORNIA DEPARTMENT OF AGING-Continued 
1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
4170-001'()()I--Support 
417Q,OOI-890-Support 
4170-Hil.()()I-Local assistance 
4170-10l-890--Local assistance 
Reimbursements 

Fund 
General 
Federal 
General 
Federal 

Amount 
$4,872,000 
3,309,000 

31,068,iXJo 
80,427,000 
14,436,000 

Total , $134,112;000 

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS 
1. Linkages Program. Withhold recommendation on $2.1 mil

lion General Fund reduction for the Linkages Program and 
recommend that the California Department of Aging, prior 
to budget hearings, provide the fiscal' committees details of 
(a) how it will implement the program reduction, (b) how 
existing clients and levels of service will be affected, (c) 
what efforts it will make to mitigate these effects, and (d) 
what amount of revenue it would generate by, requiring 
collection of fees from Linkages clients on a sliding-scale 
basis. 

2. Transfer from Nutrition Reserve Fund (NRF) to General 
Fund. Recommend transfer to General" Fund of $688,000 in 
unused NRF monies. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

454 

458 

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 the 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 support 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. ' 

The department delivers OAA services through local agencies on 
aging, ., other public and private nonprofit 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 referred to as "triple As." In California, there are 33 AAAs, one in 
each Planning and Service Area (PSA). 
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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 
Program (MSSP), Linkages, Adult Day Health Care (ADHC) , and 
Alzheimer's Day Care Resource Centers (ADCRCs). 

The department has 155.2 personnel-years in the current year. 

MAJOR ISSUES 

~ The budget proposes to reduce spending, for the 
L;.J Linkages Program by one-half, for a General Fund 

savings of $2.1 million. -

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes total program expenditures of $134 million for the 

CDA in 1990-91. This includes $36 million from the General Fund, $84 
million in federal funds, and $14 million in reimbursements. Total 
expenditures proposed for 1990-91 are $2.6 million, or 1.9 percent, lower 
than estimated current-year expenditures. _ . 

The budget proposes $36 million from the· General·Fund for support of 
the CDA's activities in 1990-91. This is a decrea.seof $2 million, or 5.5 
percent, from estimated current~yea:r expenditures. The proposed Gen
eral Fund amount includes $4.9 million for support of the department and 
$31 million for local assistance. Table 1 presents a summary of the 
department's funding and expendItures for the prior, current, ~d 
budget years. 
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Table 1 

California Department of Aging 
Budget Summary 

198&89 through 1990-9.1 
(dollars intholisands) 

'Actual . Est. 
Program 1988-89 1989-90 
State administration ......................... . $8,885 $9,984 
Older Americans Act (OM) programs 

Prop. 
1990-91 
$10,050 

Local assistance:. "'/;";'" . 
': Congregate meals .................. : 

Home-delivered meals ........ : .;; .. : .... ; .' 
.. Employment services .................. .. 
. Social services .......................... . 

Ombudsman ........................... .. 
Special projects. : ..... : ..... ; ' ........... . 
Subtotals, OAk ................... ; ........ . 

Long-term care programs 
Local assistance: 
.', Multipurpose Senior Services Program. 

Linkages/ alzheimers/respite ........... . 
'. A.d,ultday health c~e ................. .. 
Subtotals,iong~teim care pT<lgrarils .... . 

Totals, all expenditures .................... .. 
Unexpended balance (estimated savings) .. . 

$40;234 , 
20,631····· 
5,122 

26,914 
2,777 
3,7~ 

($99,405) 

$20,736 
5,448 

-3 
($26,[81) 

$134,471 
-$283' 

130 

~,611 .• $40,329 
20,394 ;-,',"( 20,394 
5,236 5,218 

26,962 26,816 
2,533 2,533 

.3,745 3,802 

($99,541) ($99;092) 

$20,749 $20,749 
6,126 4,221 

326 
($27,201) ($24,970) 

$136,726 $134,112 
'-$4 

Item 4170 

ChongeFrom 
1989-90 

Amount Percent 
$66 0.7% 

-~. -0.8% 
~ -

-18 -0.3 
-146 -0.5 

57 1:5 
(-$449) . (-0.5%) 

-$1,905 -31.1% 
-326 -100.0 

(-$2,231) (-8.2%) 

-$~614 -1.9% 

Balance available in subsequent year .... ; .. 
Funding Sources 
General Fu1uJ ................................ '$37,190 . $38,023 $35,940 -$2,083 .... 5.5% 
Federal funds.: ........................... .. ;83,126 84,049 83, 736 ~313 .:.0.4 
Reimbursements ... '; ......... ::............... 14,155 14,654 14,436 . -218 -LS 

Table 2 identifies, by full(~.ing source, tl).e significant . changes in 
expenditure levels propos(ed for 1990-91. As the table shows, the major 
changes in the budget are: (1) areductionof Linkages Program funding 
by $2.1 million, which represents a 50 percent reduction in the program; 
(2~. an increase ot $85,00Q for the Health" Insurance Counseling an.d 
Aq,yoca9Y Program (HICAP), to increase the minimum gi-aJ1~ level from 
$40,000 to $50,000 per site; (3) a wodd<>ad-related increase of $79,000 (1.8 
personnel-years) to fund additional business services and clerical support; 
(4) a reduction of $76,000 to reflect current-year expenditure of a 
one-time transfer from the California Seniors Fund; (5) a reduction of 
$577,000 to reflect current-year expenditure of one-time and carry-over 
federal funds; and (6) a reduction of $326,000 to reflect current-year 
expenditure of one-time funds appropriated to establish ADHC sites 
(including $200,000 appropriated in the 1989 Budget Act to establish 
ADHG sites for people with AIDS). 

In addition, the budget proposes the following changes that result in no 
net increase or reduction: 

• Reallocation of $80,000 in federal OAA funds from support of the 
Triple A Advisory Council of California to training of departmental 
staff. 
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• Reallocation of $23,000 from operating expenses and equipment 
(temporary data processing help) to salaries and wages to add an 
accounting support position for the ADHC Program. 

Table 2 
California Department of Aging 

Proposed 1990-91 Budget Changes 
(dollars in thousands) 

1989-90 expenditures (revised) ................. . 
Cost adjustments: 

Employee compensation increases ........... . 
Price increase ................................. . 

Subtotals, cost adjustments ................ . 
Funding adjustments: 

Expenditure of one-time transfer from the 
California Seniors Fund .................... . 

Expenditure of carry-over and one'time fed-
eral funds ................................... . 

Expenditure of one-time adult day health 
care funds ................................... . 

Other adjustments ............................ . 
Subtotals, funding adjustments ............. . 

Workload adjustments: 
Business services workload ................... . 
Planning and development clerical work-

load ......................................... . 
Subtotals, workload adjustments ........... . 

Program change proposals: 

General 
Fund 
$38,023 

$102 

($102) 

-$26 
41 

(-$85) 

Linkages reduction............................ -$2,100 
Health Insurance CoUnseling and Advocacy 

Program local assistance expansion ........ . 
Subtotals, program change proposals....... (-$2,100) 

1990-91 expenditures (proposed) ................ $35,940 
Change from 1989-90: 

Federal 
Funds 
$84,049 

$67 
15 

($82) 

-$504 

30 

(-$474) 

$41 

38 
($79) 

$83,736 

Reimburse-
ments 
$14,654 

$32 
9 

($41) 

-$76 

-73 

-200 
5 

(-$344) 

$14,436 

Total 
$136,726 

$201 
24 

($225) 

-$76 

-577 

-326 
76 

(-$903) 

$41 

38 

($79) 

-$2,100 

85 
(-$2,015) 

$134,112 

Amount........................................ -$2,083 -$313 -$218 -$2,614 
Percent......................................... -5.5% -0.4% -1.5% -1.9% 

Table 3 presents a summary of personnel-years for the department in 
the prior, current, and budget years. The change in administration is due 
to proposed staff increases for the business services and program 
development branches. The change in long-term care is due to the 
proposed reduction of Linkages staff. The department also proposes to 
establish an additional clerical position for the ADHC Program by 
redirecting funds currently used to provide temporary data processing 
personnel for ADHC. 
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Table 3 

California Department of Aging 
Personnel-Years 

1988-89 through 1990-91 
Actu{ll Est. 

Program 1988-89 1989-90 
Administration ................................. . 83.3 89.9 
Older Americans Act .......................... . 28.3 29.0 
Long-term care ................................ . 34.1 36.3 

Totals ...................................... . 145.7 155.2 

ANALYSIS AND RECOMMENDATIONS 

Prop. 
1990-91 

91.7 
29.0 
33.5 

154.2 

Item 4170 

Percent Change 
From 1989-90 

2.0% 

-7.7 
-0.6% 

Department Proposes to Reduce Linkages Expenditures by One-Half 

We withhold recommendation on a $2.1 million General Fund 
reduction for the Linkages Program and recommend that the eVA, 
prior to budget hearings, provide the fiscal committees with details of 
(1) how it will implement the program reduction, (2) how existing 
clients and levels of service will be affected, (3) what efforts it will 
make to mitigate these effects, and (4) what amount of revenue it could 
generate by requiring collection of fees from Linkages clients on a 
sliding-scale according to need basis. 

Budget Proposal 

The current-year budget includes $4.3 million from the General Fund 
for support of the Linkages Program: $3.9 million for local assistance 
($300,000 per site) and $360,000 for state administrative activities (4.8 
personnel-years). The budget proposes to reduce expenditures for the 
program by $~.1 million, including $1,921,000 for local assistance and 
$179,000 for state administration (2.4 personnel-years). In our view, the 
CDA has not provided sufficient information for the Legislature to 
understand how this reduction would be implemented or to fully· assess 
the effect of implementation on clients served by Linkages. Therefore, in 
order to make a ded.sion on this proposal, the Legislature will need 
additional information from the department. 

Background 

The Linkages Program, established as a pilot project by Ch 1637/84 
(AB 2226, Felando), and established as an ongoing program by Ch 
1013/89 (AB 533, Bentley), serves frail elderly and functionally impaired 
adults who are at risk of institutionalization because of a physical or 
cognitive/emotional impairment. The CDA implements .Linkages 
through 13 separate grants across the state - 4 to local governments and 
9 to nonprofit agencies. The CDA has 5 staff positions assigned to the 
administration of the program. 

Table 4 displays each Linkages site, together with actual 1988-89 site 
expenditures by funding source. As the table shows, Linkages sites spent 
$3,953,579 in 1988-89, the substantial majority of which they received from 
state grants ($3,779,764). In addition, some sites received in-kind contri-
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butions of facilities, equipment, and staff time totaling $165,152. The sites 
received a minimal amount of cash ($8,663) from donations, client fees, 
and interest earned on state grant funds. Table 4 also shows that seven 
Linkages sites have begun integrated operations with MSSP sites. The 
department advises that the Linkages and MSSP programs at these sites 
have achieved substantial administrative economies by sharing manage
ment and support staff positions, as' well as facilities and equipment: 

. Table 4 
California Department of Aging 

Linkages Program 
. Site Locations and Expenditures 

1988-89 

1988-89 EX'6!ttures at er Sources 
Sites . State Funds. Cash a In-Kind 
Integrated with a Multipurpose Senior Services 

site. . . 
CommUnity Care Management Corporation, 

Mendocino/Lake Counties.................. $290,367 
Department of Health Services, San Mateo 

County ............... · .................•... ,.,. 
Department of Aging, San Joaquin County .. . 
Humboldt Senior Citizens Council, Inc. , ... , . 
Huntington Memorial Hospital,' Pasadena ... . 
Mount Zion Hospital, San Francisco ......... . 
Senior Care Action Network, Long Beach ... . 

Not integrated with a Multipurpose Senior Ser
vices site 

Alta Med Health Services Corp., Los Ange-

300,000 
258,766 
296,786 
300,000 
299,234 
299,081 

les County .................. ,................ 300,021 
Area Agency on Aging, San Diego County .. , 245,490 
Department of Social Services, Monterey 

County .. , ...... , ........... ,., ...... , ....... . 
Department of Social Services, Oakland ..... . 
Jewish Family ServiceS of LOs Angeles ...... . 
Westside Center for Independent Living, 

292,255 
300,021 
299,345 

Los Angeles. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 298,398 
Totals ........................................ $3,779,764 

$2,383 

1,725 
2,318 

1,096 

776 
365 

$8'663 

• Includes interest earned on state grant;, donations, and client fees, 

$8,066 

.31,752 
5,028 

47 
41,532 

6,821 
53,053 

18,853 
$165,152 

Totals 

$300,816 

300,000 
258;766 
298,511 
334,070 
304,262 
300,177 

300,844 
'lB7,387 

299,076 
353,074 
299,345 

317,251 

$3,953,579. 

Services Provided by Linkages. Linkages provides the following 
services to clients: 

• Case Management. The primary mission of the 13 Linkages sites is to 
provide case management services, consisting of assessment of client 
needs, arrangement and coordination of services, and mOnitoring the 
delivery of services. Linkages may provide this service on either a 
short-term (90 days) or ongoing (no time limit) basis. The depart
ment, however, reports that the vast majority of Linkages case 
management clients require ongoing services, based on assessments 
performed by Linkages staff. Staff may use program funds to 
purchase services for·' clients when· services cannot be obtained 
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through existing community resources. Services that may be pur
chased include in-home services, transportation, home-delivered 
meals, and respite care. 

• Information and Referral. Linkages staff also provide in-depth 
information regarding the availability of and access to various 
resources, including other community-based long-term care pro
grams, nutrition programs, social services, and medical· facilities. In 
some cases, Linkages staff may refer individuals to a service, then 
follow up to ensure that the service was, in fact, delivered. 

Characteristics of Linkages Clients. The Linkages Program provides 
case management services to functionally impaired adults (ages 18-59) 
and frail elderly individuals (age 60 and over) who cannot manage at 
home because of a physical or cognitive/emotional impairment. Clients 
may be either Medi-Cal or non-Medi-Cal eligible (there is no means test 
for Linkages eligibility), but may not be certifiable for skilled nursing or 
intermediate care facilities (SNFs/ICFs). Individuals who are c~rtifiable 
for SNF/ICF care, are over the age of 65 and Medi-Cal eligible, may be 
referred to a MSSP, where such a program is available. 

The most recent CDA Linkages report (March 1989) identifies the 
following characteristics of Linkl;lges case management clients:· 

• About 22 percent are in the 18-59 age group, while 78 percent are age 
60 or old~r (32 percent are age 80 or older). 

• About half receive Medi-Cal benefits. . 
• Half live alone and half live with others. 
• Most need help with transportation and in performing such activities 

as housework, laundry, shopping, and meal preparation and clean~up. 
• Most do not need help with such personal care activities as bathing, 

dressing, . grooming, and eating. 

The CDA Has Nol Provided a Speeilie Plan 10 Implemenllhe Proposed 
Reduelion 

The budget would reduce local assistance funding to Linkages sites by 
one-half, from $3.9 million to $1,979,000. At the time this analysis was 
written, the administration had provided the Legislature with only a 
vague outline of a plan to carry out this reduction. 

The department indicates that it would implement the reduction 
through a "request-for-proposal (RFP) process." The department has not 
specified the nature of the services it will request through this process, 
the number and type of organizations it will invite to participate, the 
criteria on which it will evaluate proposals, or the potential effects on 
existing Linkages clients. The department advises only that the process 
could result in either (1) allocation of the reduction across all Linkages 
sites or (2) elimination of some Linkages sites. 

The department also indicates that it will work with affected sites to 
develop alternative funding sources, in order to continue to provide a 
portion of the current services. We have two concerns about this aspect 
of the department's proposal. First, the department does not appear to 
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have budgeted sufficient resources fQr such an effQrt. Currently, CDA 
staff prQVidesminimal fund-raising assistance to' Linkages sites by refer
ring interested site staff to' staff at Qther Linkages sites' who. have 
experience in cQnducting develQpment activities. The department has 
riQt prQvided the ,Legislature with a plan to' substantially increase this 
levelofeffort Qn the part Qf its staff. In light Qf the prQPQsal to' reduce 
CDA Linkages staff by dne-half, the department shQuld infQrm the 
Legislahire hQW it will prQvide effective fund-raising assistance to' 
Linkages sites withQut diverting the effQrts Qf existing CDA staff frQm 
Qther prQgrams. 

,Our secQnd CQncern is that the administratiQn has nQt adequately 
explained what alternative llQurces Qf funds it anticipates will fill the gap 
in Linkages services left by the prQPQsed reductiQn. The department has 
suggested, three pQteJ?tialalternatives to' existing state funds: 

• 'Saving~ in site administration functions, which could be used to 
fund case management or direct purchase of services. As indicated in 
Qur .discussiQn of Table 4, seven Linkages sites have already achieved 
substantial~dministrative eCQnomies through integratiQn with MSSP 
sites. The table alSo. shQWS that Qther sites receive substantial in-kind 
cQntributiQns, including staff,facilities, supplies, and equipment, 
frQmparentagencies. The department has nQt indicated what 
further econQmies, if any, can be achieved without cQmprQmising 
the integrity of the prQgram. 

• Funds. from local government entities or nongovernment sQurces, 
such ,as foundations a,nd trusts. Site diredQrswith whQm we sPQke 
poipted out that JQpndatiQns and, trusts are mQre likely to' make 
Qne-time, start-pp grants, than th,ey are to' make grants fQr Qperation 

,Qf an eXisting, QngQing prQgram such as Linkages. They indicated 
that'successful fund-raising effQrts WQuld be particularly difficult to' 
mQunt in rural areas, where IQcal gQvernments are hard-pressed to' 
fund services, and nQngQvernmentalsQurces Qf funds are relatively 
few. ' 

• Client fees. AlthQugh' the department currently permits Linkages 
sites'tQ charge fees fQr services On a sliding-scale basis, no. fee is 
currently required fQr Linkages services. Linkages sites have actually 

" cQllected a minimal amQunt Qf fees - abQut $1,100 in 1988-89. The 
department adVises that this is because the vast majQrity Qf Linkages 
clients who are, nQt Medi-Cal eligible have inCQme and reSQurces that 
Qnly minimally exceed the standards fQr Medi-Cal eligibility. The 
department, hQwever, dQes nQt have reliable data Qn the inCQme Qr 
reSQurc:e levels Qf Linkages clients to' supPQrt this claim. CQnse
quently, we recQmmend that the department Qbtain infQrmatiQn Qn 
clientincQme ahd reSQurces frQm the Linkages sites and prQject the 
annual amQunt Qf fees that it CQuld generate by making its permissive 
fee scalemandatQry fQr all sites. 

More Information Needed for a Full Assessment. In Qrder to' fully 
assess the merits Qf the prQPQsed reductiQn, we believe that the 
Legislature will need substantially mQre infQrmatiQn than the depart-
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ment has provided. We therefore withhold recommendation on the 
proposed $2.1 million reduction and recommend thatthe CDA, prior to 
budget hearings, provide the fiscal committees with details of (1) how it 
will implement the program reduction through an RFP process, (2) how. 
existing clients and levels of service will be affected, (3) what efforts it 
will make to mitigate these effects, and (4) what amount of revenue it 
would generate by requiring collection of client fees on a sliding-scale 
basis. 

Legislative Oversight 
Annual Long-Term Care Report Not Submitted. The Supplemental 

Report of the 1989 Budget Act required the CDA to inClude the following 
items in its annual Long-Term Care report: . 

• Guidelines for MSSP sites that serve clients in residential care 
facilities for the elderly (RCFEs) . 

• A progress report on development of the department's management 
information system, detailing prior-year activities and expenditures, 
plans for the future, and coordination with other state departments. 

The department has not yet submitted this report, although it was due 
by December 31, 1989. In addition to the items specifically required by 
supplemental report language, this report should contain information on 
the status and future of the department's efforts to develop a statewide 
system of community based long~term care. This information is particu
larly important in light of the department's proposal to reduce expendi
tures for the Linkages Program by one-half. In the past, the department 
has regarded Linkages as a· fundamental element of a system of 
community-based long-term care. Consequently, we recommend that the 
department submit its Long~Term Care report to the Legislature prior to 
budget hearings: 

Transfer of Unused Funds from Nutrition Reserve Account to General Fund 
We recommend the transfer to the General Fund of $688,000 in 

unused Nutrition Reserve Fund monies. 
The Nutrition Reserve Fund (NRF) was established with a $5 million 

General Fund appropriation by Ch 1189/79 (AB 987, Thurman) to 
provide emergency grants for maintaining nutrition programs in the 
absence of adequate federal funding. Chapter 1020, Statutes of 1980 (AB 
2329, Thurman) reserved $1 million of the original appropriation to fund 
nutrition demonstration projects and $1 million for a revolving loan 
account to provide relief· to senior nutrition projects with temporary 
cash-flow problems. Of the $5 million appropriated to the NRF, approx
imately $2.8 million was spent to match. federal OAA funds for nutrition, 
$890,000 was transferred to the General Fund in 1982, and $1.3 million 
was appropriated to fund various nutrition demonstration programs. The 
NRF has maintained a balance of $1,088,000 since 1984-85. The CDA 
advises that this amount consists of the $1 million reserved by Chapter 
1020 for a revolving loan account and $88,000 that remains unspent for the 
other purposes of the fund. 
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The department also advises that the loan account has been used twice 
in the past two years. On both occasions, the department provided loans 
totaling about $400,000 to fill the gap between nutrition program needs 
and federal appropriations to make entitlements available. The remain
der, $688,000, was not used for this or any other purpose. Therefore, in 
order to maximize the Legislature's flexibility in meeting statewide 
needs, we· recommend the transfer of. $688,000 from the NRF to the 
General Fund. We note that the Legislature could use these funds to 
partially restore the Linkages Program reduction, discussed above, or for 
any other purpose it may identify. 

State Programs Serving Older Californians 
Existing law identifies the CDA as the state agency responsible for 

promoting the development and coordination of resources to meet the 
long-term care needs of older Californians. The department is chi:U'ged 
with coordinating the related efforts of state agencies and departments, 
including policy development, service delivery, nee.ds assessment, pro
gram development, and evaluation of existing programs. In order to assist 
the Legislature in its oversight of this broader mission of the department, 
we present the following summary of state programs that serve elderly 
Californians. 

In California, 18 state agencies currently administer 39 separatEl 
programs that provide services and benefits to older individuals. Chart 1 
lists these state programs for seniors and provides summary information 
on their eligibility requirements, caseloads, and costs in the current and 
budget years. The chart shows that the budget proposes to spend $4.6 
billion on these programs in 1990-91, which represents approximately 6 
percent of total state spending (General Fund, federal funds, special 
funds). The General Fund will finance about $2.3 billion, or 50 percent of 
expenditures for senior programs, and the federal government will fund 
$2.2 billion, or 47 percent. The remaining $117 million or 3 percent is 
supported by state special funds or local funds (expenditures from local 
funds are included in the totals columns, but are not separately displayed 
in the chart). 

The budget-year total represents a net increase of $155 million or 3.4 
percent above estimated current-year spending levels. The increase is 
primarily due to (1) a $109 million increase in SSI/SSP costs related to 
increased caseloads and the full-year costs of cost-of-living adjustments 
(COLAs) that took effect on January 1, 1990, and (2) a $73 million 
increase in Medi-Cal costs due in part to long-term care rate increases 
granted in 1989-90, projected caseload increases, and increased costs of 
Medicare premiums. (For seniors who are eligible for Medi-Cal, the state 
covers the cost of the Medicare Part B premium so that the recipient can 
receive Medicare coverage for such nonhospital costs as doctor's office 
visits.) 

Chart 1 groups senior programs into the following three categories, 
based on the programs' eligibility criteria: 

• Programs Available to Low-Income Seniors. These programs account 
for 93 percent of all spending on seniors, 
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• Programs Available to All Seniors. These programs account for 

approximately 4 percent of all spending on seniors. . 
• Programs That Have No Age Requirement, but Which Serve Seniors 

Predominantly. These programs represent 3 percent of all state 
spending on older Californians. 

Table 5 summarizes expenditures for senior programs by the type of 
benefit· or service provided. As the table indicates, income support 
programs and health: services programs account for $3.9 billion, or 85 
percent, of expenditures for the benefits and services that the state will 
provide to older individuals in 1990-91. 

Table 5 
California Department of Aging 

Summary of Services Available to Older Californians 
By Program Type 

1989-90 and 1990-91 
(in thousands) 

1989-90 199fF91 
Typeo! Program or Service State F6deTal Total" State Federal Total a 

Income support ........................ $1,148,833 $933,302 $2,082,161 $1,173,176 $1,011,700 $2,184,902 
Health services........................ 854,649 839,141 1,695,294 890,923 875,541 1,7()J,767 
Supportive social services.. . . . . . . . . . . . 217,226 285,987 593,317 196,684 291,534 581,022 
Employment........................... 8,082 5,21813,318 5,4335,218 10,651 
Other services......................... 62,550 14,573 100,371 58,468 14,180 95,182 
Discount programs .................... 2,362 2,362 2,468 2,468 

Totals b ••••.•.••.•.••••••.••••.•.••••• $2,293,702 $2,078,221 $4,486,223 $2,327,152 ,$2,198,173 $4,641,992 

a Local expenditures are not shown separately, but are included in the totals: 
b Detail may not add to totals due to rounding. 



/_., 

Chart 1 

Programs Available to Older Californians By Eligibility Typea 

1989-90 and 1990-91 (dollars. in thousands) 

Age 65 with (1) limited 
resources and (2) countable 
income that does not 
exceed the maximum grant 

Senior Citizens Property Annual grant of up to $240 Age 62 or older or disabled; I 233.000 24.2161 
Tax and Renters based on income homeowner or renter; 
Assistance (FTB) income less than $13.200 

Senior Citizens Property Loans to postpone property tax Homeowner age.62 or older I 20.300 8.9321 
Tax Deferral (FTB) payments or disabled (aU ages). and 

income less than $24.000 

Foster Grandparents Stipends for seniors who 

~OO··~~l 
130 366 

Program (CDA) provide supportive services to less than the poverty level volunteers 
children with special needs 

Senior Companion I Stipends for seniors who Age 60 and older and 66 319 
Program (CDA) provide supportive services to income less than the pove volunteers 

adults with special needs level 

Medi-Cal (DHS)c !Inpatienttoutpatient acute Public assistance recipients 410.900 839.141 
medical services. long-term- or meet age. disability. and (average per 
care. ancillary health services income requirements (age month) 

65 and older) 

Multipurpose Senior I Case management to link Age· 65 or older. Medi-Cal 8.941 10.515 
Services Program (CDA) clients to various health and eligible. and certifiable for 

social services placement in nursing homes 

-- 1 24.2161 21.2971 

-- 1 8.9321 9.1941 

7 373 366 

4 349 319 

839.141 1.678.283 875.541 

10.515d 10.515 
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In-Home Supportive 
ServiCes (OSS) 

Golden Bear Passes 
(OPR) 

Reduce price on annual state 
park pass 

Discount Fishing Licenses 1 Reduced price on fishing 
(OFG) license 

Nutrition (COA) I Meals provided at community 
centers or delivered at home 

Supportive Service and I Services include in-home 
Centers (COA) , services, ti:an$portation an~ 

case management 

Job TraIning Partnership 1 Em~loyment and training 
Act/Older Workers (EOO) services 

Age 60 or older (and 
spouses regardless of 
age) 

Age 60 or older 

1 Age 55 a~d older 

95,300 
(average per 

month) 

252,298 

993,485 

Unknown 

11,970 I $49,095 I 

2,904
1 26,445 1 

--I 8,082
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Senior Citizens' Shared Grants to nonprofit entities to I Age 60 or older 3,000 
Housing (HCD)9 assist seniors in finding a 

roommate 

Volunteer Service Credit Service credits for seniors who I Age 60 or older 50 volunteers 
Program (CDA) provide supportive services to 100 clients 

other seniors 

Health Insurance Assistance in understanding 1 Medicare beneficiaries 140,000 
Counseling and Advocacy coverage provided through 
program (CDA) Medicare and priyate 

insurance 

Golden State Senior 
Discount Program (DCAI 
CDA) 

California Exposition and I Reduced State Fair admission I Seniors 36,587 
State Fair (DFA) 

California State University Student fee waivers Age 60 or older 1,589 

Age 62 or older 91,400 newl 
renewed 

cards 

50 50 50 

2,248 

44 

785 7: I 

45

1 974 

866 8661 7131 
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Energy Crisis Intervention I Emergency assistance to 1 Income less than 130 10,276 
--I 

2,201 

1 

2,201 

1 

--I 2,201 1 2,201 1 I 
... 

~ Program (DEO) households unable to pay percent of the poverty ~ 
utility bills level rn 

S Z ... 
0 i:d 

t:r:I 
Alzheimer's Research, Research, diagnostic, and Symptoms or indications Unknown 3,564 3,564 3,564 3,564 "II 

Diagnostic, and Treatment treatment services provided to of Alzheimefs Disease ,. 
Centers (DHS) patients and families Ci') 

Adult D~ Health Care Health and social services Frail elderly and other 4,348 126 326 Z 
(CDA)" provided in nonresidential adults 

~ centers 

0 
:::I 

Alzheimefs Day Care-
9,

594
1 

.. 
Supportive services provided Symptoms of Alzheimer's 1,191 2,150 6,819 2,150 S' 

Resoucce Centers to patients and caregivers Disease or related C 
(CDA) , disorders • 
Linkages (CDA) i 

A. 
Case management to link Adults who are not 4,065 3,900 3,900 1,979 1,979 
clients to various social certifiable for placement 
services in nursing home 

Respite Care Program I Referral of clients andfarriilies Health of caregiver at 965 761 -- I 76 I 921 --I 92 
(CDA) , to respite care providers; and risk; client at risk of 

reimbursement for respite institutionalization 
care. 

Senior Self-Reliance Mobility orientation, Age 55 or older, limited 1,252 102 102 102 "'I -Program (DOR) information, and referral' visual acuity I"'t-
ClI 

CounselorfT eacher In-home counseling, training in Blind or deaf and blind 573 241 241 241 241 S 
Program (DOR) - independent living ~ 

~ 
....;J. 
0 



Urban Mass Transporta
tion Act 16b(2) Program 
(Caltrans)' 

Capital assistance to private I Elderly and/or handicapped 
nonprofit agencies to purchase 

Adult Protective Services 
(DSS)" 

specialized vehicles 

Investigation and 
abuse/neglect of 
65 or older) and 
18-64) adults 

Prevention of Crimes Information and technical 
Against the Elderly assistance 
(DOJ) 

Adult Education Courses I Educational courses 
for the Elderly (SDE) 

Not applicable 

Veteran, 

Unknown 

Unknown 

508 2,777 3,285 2,777 3,285 

Unknown 21,000 Unknown 20,200 

a In programs which serve adults of all age groups, figures denote number of senior clients and expenditures on senior clients, unless otherwise noted. Program titles include the department 
responsible for administering the program. 

b Local expenditures are not shown separately, but are included in the totals.' Figures do not include expenditures for state operations. 
c Figures do not include amounts for recipients age 65 or older who receive aid to the blind or disabled. 
d Federal funds totaling $10.2 million in '1989-90 and $10.2 million in 1990-91 are included in Medi-Cal figures. 7 Estimated revenue loss, assuming older persons receiving discounts otherwise would purchase full-priced services. 

Figure includes $2.6 million in federal funds carried over from prior fisc~1 years. 
9 Clients served through prior-year appropriations. Program not funded in 1989-90 or 1990-91.. 
h Department not able to estimate revenue loss to participating merchants (savings for senior participants). 
, Expenditures/number of clients for all clients, including seniors. 
~ Except for $326,000 in start-up grants, the amounts expended on this program ($20.6 mililion in 1989-90 and $2'1.6 million in 1990-91) are included in the Medi-Cal figure for DHS. 

Figure includes $5.6 million one-time expenditure of reserves in the Mobilehome Park Purchase Fund. 
I State share is unknown because of block grant funding. Cost estimates are based on projections from county eXl1enditure reports in. 1987-88 and 1988-89, and sunset of Adult Protective 

Services CAPS) pilot programs (General Fund reduction of $760,000 in 1989-90 and $760 000 in 1990-91). In 1988-89, an average of 1,200 APS cases per month were reported statewide, 
growing al an annual rate of 23 percent. Based on this rate of increase alone, there would be an average of approximately 1,500 APS cases per month In 1989-90. The sunset of five APS 
pilot projects in 1989-90, however, could reduce this rate of growth. 
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COMMISSION ON AGING 

ltem.4180 from the General 
Fund, Federal Trust Fund, 
and California Seniors Fund Budget p. HW 27 

Requested 1990-91 ......................................................................... . 
Estimated 1989-90 .......................................................................... . 
Actual 1988-89 ................................................................................. . 

Requested decrease (excluding amount 
for salary increases) $22,000 (-2.4 percent) 

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

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
41BO-OOl-OOl-Support 
41BO-OOl-890-Support 
41BO-OOl-983-Support 

Total 

GENERAL PROGRAM STATEMENT 

Fund 
General 
Federal 
California Seniors 

$876,000 
898,000 
882,000 

None 

Amount 
$256,000 
238,000 
382,000 

$876,000 

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 Legislature. The Senior 
Legislature is composed of 120 seniors who hold an annual legislative 
session to develop legislation that addresses the needs and concerns of 
older Californians. The Senior Legislature, in turn, seeks enactment of its 
legislative proposals through the State Legislature. 

The commission has 8.6 personnel-years in the current year. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes the expenditure of $876,000 [$256,000 General 

Fund, $238,000 federal funds, and $382,000 from the California Seniors 
Fund (CSF)] to support the CCA in 1990-91. This is a decrease of $22,000, 
or 2.4 percent, from estimated current-year expenditures. Table 1 
displays CCA funding for the prior, current, and budget years. 
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Table 1 
Commission on Aging 

Budget Summary 
1988-89 through 1990-91 
(dollars in thousands) 

Actual Est 
Program 1988-89 1989-90 

Commission .................................. $426 $489 
Service contracts through CDA ............. 102 76 
Senior Legis!ature, 0t:rations ............... 320 333 
Senior Legislature, e ections ................. 34 

Totals .................................... $882 $898 

=~~~~r.s .............................. $225 $254 
Federal funds . ............................... 201 235 
California Seniors Fund ..................... 456 409 

a Not a meaningful figure. 

Change 
Prop. From 1989-90 

1990-91 Amount Percent 
$494 $5 1.0% 

-76 -100.0 
316 -17 -5.1 
66 66 a 

$876 -$22 -2.4% 

$256 $2 0.8% 
238 3 1.3 
382 -27 -6.6 

The table shows that the proposed expenditures are $22,000, or 2.4 
percent less than .estimated current-year expenditures. This decrease is 
the result of (1) a reduction of $76,000 in proposed expenditures from the 
CSF for service contracts with the CDA, (2) increased expenditures of 
$66,000 to fund the biannual election of the California Senior Legislature, 
and (3) a $12,000 reduction in reimbursements to other state agencies for 
administrative services. 

Under state law, any excess CSF revenues remaining after the statutory 
allocation of revenues for California Senior Legislature activities must be 
used by the commission to provide direct services to seniors through 
contracts with the CDA. The commission determines these contracts 
after estimating the level of excess revenue, usually by December of each 
year. In the current year, the commissioil.has released $76,000 to the CDA 
for allocation to Area Agencies on Aging for earthquake relief projects in 
counties affected by the earthquake of October 17, 1989. 

The budget proposes no expenditure from the CSF for direct services. 
IT 1990-91 CSF revenues are comparable to current-year revenues, 
however, we expect $45,000 to be available for direct service contracts. 

DEPARTMENT OF ALCOHOL AND DRUG PROGRAMS 

Item 4200 from the General 
Fund and various funds Budget p. HW 29 

Requested 1990-91 ...................... ~ ................................................... $197,508,000 
Estimated 1989-90 ........................................................................... 213,101,000 
Actual 1988-89 .................................................................................. 149,703,000 

Requested decrease (excluding amount 
for salary increases) $15,593,000 (-7.3 percent) 

Total recommended reduction ................................................... None 
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DEPARTMENT OF ALCOHOL AND DRUG PROGRAMS-Continued 
1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
4200-001-OO1-Support 
4200-001-139-Support 

Fund 
General 

. Drinking Driver Program Li
censing Trust 

Amount 
$6,555,000 
1,112,000 

4200-001-243-Support 

42OO-OO1-816-Support 
4200-OO1-890-Support 
42OO-101-OO1-Local assistance 
4200-10l-890-Local assistance 
Reimbursements 

. Methadone Program Licensing 
Trust . 

Audit Repayment Tf\lst 
Federal 
General 
Federal 

553,000 

100,000 
15,833,000 
74,435;000 
88,587,000 
.10,333,000 

Total $197,508,000 

AnalySis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Unbudgeted Federal Funds. Recommend that, prior to 471 
budget hearings, the department report to the LegislatUre 
on final allocation of federal funds and how it proposes to (a) 
distribute the increase in Alcohol, Drug Abuse, and Mental 
Health Services (ADMS) block grant funds between alcohol· 
arid drug programs, (b) spend the women's set-aside funds, 
(c) allocate the ADMS block grant to the counties, and (d) 
spend the increase in Drug-Free Schools andComnlunities 
(DFSC) block grant funds. 

2. Additional DFSC Monies Available for New Federal Pio~ 472 
gram. Recommend that, prior to budget hearings, the 
Department of Finance and the Department of Alcohol and 
Drug Programs (DADP) report to the Legislature orr (a) 
the administration's plans for spending $2.7 million in addi
tional federal DFSC funds and (b) the specific requirements 
of a new federal DFSC program. 

3. Need for a Treatment Oversight Plan. ReCOIilmend that,· 413 
prior to budget hearings, the department report to the 
Legislature on how itwill provide (a) technical assistance 
and oversight to county administrators for administration of 
the alcohol recovery and drug treatment programs and (b) 
a system to identify exemplary alcohol recovery and drug 
treatment programs and disseminate information on these 
programs to . the county administrators. 

4. Expansion of the Pregnant and Parenting Women and Their .. 474 
Children Pilot Project. Recommend that the Departments of 
Alcohol and Drug Programs, Health Services, Social Ser-· 
Vices, and Developmental Services report to the Legislature 
by March 15, 1990 on the specifics of the pilot expansion, the 
workload of the requested positions, and the status· df· the 
pilot projects in the current year. 
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5. Funding Source for Foster Care Services for Pregnant and 475 
Parenting Women and Their Children Portion of the Pilot 
Project. Recommend transfer of $116,000 from the DADP 
departmental support item (Item 4200-001-890) to the 
DADP local assistance item (Item 4200-101-890). 

GENERAL PROGRAM STATEMENT 

The Department of Alcohol and Drug Programs (DADP) is responsi
ble for directing and coordinating the state's efforts to prevent or 
minimize the effect of alcohol-related problems, narcotic addiction, and 
drug abuse. The department is composed of the Divisions of Alcohol 
Programs, Drug Programs, Planning and Evaluation, and Administration. 

The department has 223.8 'personnel-years in the current year. 

MAJOR ISSUES 

i"i7I' The budget does not include an estimated $79 million 
L;.J in additional federal funds. 

l!1 The department needs to develop an alcohol and drug 
treatment oversight plan. 

l!1ln The 1990-91 Budget: Perspectives and Issues, we 
present a series of three pieces on drug and alcohol 
issues in California: 

• An overview of drug and alcohol use, substance 
abuse trends, and substance abusers' charac
teristics. 

• An overview of current alcohol- and drug-related 
state programs and how they would be affected 
by the federal National Drug Control Strategy. 

• Our recommendations for improving California's 
educational and social services efforts to prevent 
substance abuse. 
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DEPARTMENT OF ALCOHOL AND DRUG PROGRAM~ntinued •. 
OVERVIEW OF THE BUDGET REQUEST 

The budget proposes total expenditures of $198 million from all funds 
for alcohol and drug programs in 1990-9l. This includes $81 million from 
the General Fund, $104 million from federal funds, $10.3 million in 
reimbursements, and $1.8 million from the Dripking Driver, Audit 
Repayment Trust, and Methadone Program Licensing Trust Funds. Total 
expenditures proposed for 1990-91 are $16 million, or 7.3 percent, below 
estimated total expenditures in the current year, as shown in Table l. 

Table 1 
Department of Alcohol and Drug Programs 

Budget Summary 
1988-89 through 1990-91 
(dollars in thousands) 

Personnel-Years Expenditures 
ActUal ESt. Prop. Actual ESf. Prop. 

Program 1988-89 1989-90 1990-91 1988-89 1989-90 1990-91 
Alcohol - local assistance ....... . 
Drugs -local assistance ........ . 
Pilot project combined services. ; 

Subtotals, local assistance. . . . (-) 
Administration - state opera-

(-) 

$59,044 $74,741 $62,210 
76,467 115,913. 91,909 . 

, 18,536 
(-) ($135,511) ($190,654) f($172,655) 

tions .. .. .. .. .. .. .... .. .. .. .. .. 80.9. 102.5 103.3 $5,163 $6,452 $6,944 
Alcohol- state operations....... 50.8 63.3 71.4 3,683 5,6'J:l 5,834 
Drugs - state operations.. . . . . . . 45.4 58.0 59.4 5,346 10,368 12,075 

Subtotals, state operations... (177.1) (223.8) (234.1) ($14,192) ($22,447) ($24,853) 
Totals......................... 177.1 223.8 234.1 $149,703 $213,101 $197,508 

~~r j~~~~~ .. .. .. . .. .. .. . .. .. .. . . . .. .. . . . .. .. .. .. . .. .. .. . .. . $76,641 $80,894 $80,990 
Federal funds......... ........................................... 63,905 120,176 104,420 
Drinking Driver Program Licensing Trust Fund..... ....... ... 469 685 1,112 
Methadone Program Licensing Trust Fund. . . . . • . . . . . . . . . . . . . . . 337 537 553 
Audit Repayment Trust Fund. . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . 1()() 1()() 
Reimbursements................ ................ ................. 8,351 10,709 10,333 

a Not a meaningful number. 

Percent 
Change 
From 

1989-90 
-16.8% 
-00.7 

a 

("-:9.4%) 

7.6% 
3.7 

16.5 
(10.7%) 
-7.3% 

0.1% 
-13.1 

62.3 
3.0 

-3.5 

The budget proposes an appropriation of $81 million from the General 
Fund for the DADP in 1990-9l. This is an increase of $96,000, or 0.1 
percent, over estimated current-year expenditures. This increase reflects 
adjustments in salaries and benefits for state operations. The proposed 
General Fund appropriation includes $6.6 million for support of the 
department and $74 million for local assistance. 

Table 2' shows, by funding source, the significant changes in expendi
ture levels proposed in the budget for 1990-9l. The major increases 
proposed in the budget are (1) $4.5 million for expansion of the Services 
for Pregnant and Parenting Women and Their Children Pilot Project, 
(2}$422,000 for workload adjustments, and (3) $401,000 to license first 
offender drinking driver programs as required by Ch 803/89 (SB 1344, 

. Seymour ). These increases are more than offset by major reductions of 
(1) $14 million in federal funds carried over from 1988-89 to 1989-90 that 
will not be available in the budget year and (2)$7.2 million in federal 
funds from the federal Waiting List Reduction Program, from which 
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California was awarded more funds in 1989-90 than the budget anticipates 
receiving iIi 1990-91. 

Table 2 
Department of Alcohoi and Drug Programs 

Proposed 1990-91, Budget Changes ' 
(do"ars in thousands) 

General Federal 
Fund Funds_ 

1989-90 e~nditures (revised) .................. $80,894 $120,176 
Proposed changes ' 
Costa~ustments:, 

Emp oyee ~OInpensation ...................... $94 $84 
, O~ratin~ expense price increase ...... ; ...... 176 

Wor .oad a.~~tments:, 
391 Vanous diVISiOns ....................... ; ........ -

PrOfuilin' chaiJges:· . ' , 
'-13,768 E in1ination of 1988-89 carry over: ............ 

Reduction for Federal Waiting List Reduc-
tion Grant Program ......................... -7,216 -

Expansion of Services For Pregnant and 
P¥enting Women and Their Children Pi-
lot Project. ................. : .. " ............. .-' 

Licensing of first offep.der drinking driver 
4,539 

programs - ChS03/89 ...................... 
Licensing of drug and alcohol residential 

220 treatment centers - Chl667/89 ........... 
Reduction for community youth activity pro-

Irram grant .................................... -69 
Reauction for office of traffic safety reim-
- bursement contract. .......................... 

Reduction for expiring positions .............. -110 
Other changes .. ' ............................... 2 -3 

1990-91 expenditures (proposed) ................ $SO,990 $104,420 
Change from 1989-90: ' 

$96 -$15,756 Amount ......................................... 
Percent ............................ ~ ..... : ...... 0.1% -13.1 % 

Other 
Funds 
$12,031 

$22 
19 

31 

401 

-295 
-70 
-41 

$12,098 

$67 
0.6% 

Budg,t Seriously Understates Amount of Federal Funds Available 

Total 
$213,101 

$200 
195 

422 

-:-13,768 

-7,216 

4,539 

401 

220 

-69 

-295 
-ISO 
-42 

$197,508 

-$15,593 
-7.3% 

We recommend that, prior to budget hearings, the department report 
to the Legislature on California's finalallocation.amountJor the 
Alcohol, Drug Abuse; and Mental Health Services (ADMS) block grant 
and how it proposes to (1) distribute the, increase in ADMS block grant 
funds ,between alcohol an4 drug pr,figrams, (2) spend the women's 
set-aside funds, (3) allocate the ADMS block grant to the counties, ofld 
(4) spend the increase in Drug-Free Schools and' Communities (DFSC) 
block grant funds. ' . , 

. Th.e budget proposes $104 million in federal funds tp support alcohol 
and drug programs in 1990-91. Tltis is a decrease~of $16 nilllion, or 13 
percent, as compared with estimated federal fund expenditures in the 
current year. Our analysis indicates, however, that this amount does not 
include an estimated $77 million in additional federal funds; Specifically, 
the PADP advises that it has received a preliminary estimate that it will 
receive an additional (1) $40 million available in the current year and $35 
million in: the budget year from an increase in the ADMS block grant and 
(2) $1.5 million in the budget year from an increase in the DFSC block 
grant. The department advises that it plans to submit a request, pursuant 

20-80282 
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DEPARTMENT OF ALCOHOL AND.,DRUG PROGRAMS--Con.tinued , 
to Section 28 of the 1989 Budget Act, to spend $13millionqf the $40 
million of current-year ADMS blpck grant funds in 1989-90, thus leaving 
$27 million available for uSEl in~990-~n. T~~refo!e, ba,sed on the depart
ment's preliminary estimate ·a,p.d. its. current plans to use some of the 
funds in 1989-90, $64 inillionin additionalunbudgeted funds will be 
available for use in 1990-91. However, it is important to note that the 
cqngressional cQnfere:nce committee meeting on the ADMS block grant 
had riot completed its deliberatioIls at the time this analysis was prepared. 
Therefore, the actual amount of unbudgeted federal funds; as well as 
some of the requirements of the ADMS blockgran:t; ar¢subjectto 
change.···",:.",·, 

The ADMS block grant is the major source oHederal fundsaYlPlaJ>le to 
theDADpfor both prevention and treatment,programs; Federal law 
requires states to use a,tleast (1) 10 percent'ofthegrant'for alcohol and 
drug services designed for women - COIIiinqpiy referred.to"as,the 
women's set-aside, (2) 20 percent for prevention .. programs; (3) 35 
percent for alcohol programs, and (4) 35 percent for drug programs -of 
which at least one-half must be for programs for intravenpus dtugllsers. 

The DADP receives the Governor's discretionary portiollof theI>FSC 
block grant (please see Item 6110-183~890 for a description of the State 
Department of Education's portion of this grant). Federal law requires 
states to use this grant for prevention.programs andspecifies.that 
one-half of the funds must be spent on innova..tive community-qas~d 
programs for high-risk youth. ' . ,,'" ; ,,;'" 

At the time this' analysis was prepared, the. department.hadnot 
provided the Legislature with its proposals regarding (1) the distribution 
of additional ADMS block grimt funds between alcoholand·,drug 
programs, (2) the allocation of ADMS block grant funds to counties, or 
(3) how to use the additional DFSC block grantfurids~ <We theref.ore 
recomIl1end that the department report to theJ,.egislatute, .priqr to 
budget hearings, onCaliforni~~s final allocatjon.~ount for ,the ADMS 
block .,grant . and provide its,. specific expendi;turyproposals (or t~e 
additional APMS'.and DFSC.funds.,::. _, 

Bu~getDo~s!,~!' Inclu~e acnAd~itiona( $2.7 ,Million, inDFS~Blo~kGrant 
Monie. fora New. Federal Prqgram' , .' .. .. . , , . 

• ,·r . , . ".,'"[,l ".-;, ,"; ,.;,. 

We recommend that, prior to budget hearings, the J)epartmen,t· of 
Finance and the I)ADP report tp the ~egislature on (lj th,~ adf1l,inis
tration'splans for, spe"d~ng $2.7 million in addiiiolUil federalJunds 
and {2J thef!pe~ific rttqJlirementso/ a fjew jedefalp,rogram.' ' .' 

In additiont~t:he f~deral funds described abQye:, the ,DADPadvis~s 
that California will receiVe,afi additi.onal $2.7.'millio:nfrpm the, ))FSC 
block grant in 1990791. These monies ,al'~ for,.a .. new federal drug 
prevention program and, under federal.law, m~s~gp to. local education 
agencies,but at the discretion·ofthe Gover~or. At the ~e this analysis 
was prepared, the federal .. Departme:nt . of Education,pad':npt . provided 
any guidelines on the,use of these funds,;. therefore iUs unknown ~d~r 
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which department the funds will be administered. We therefore recom
mend that, prjor to budget hearings, the Department of Finance and the 
DADP report to the Legislature on (1) the administration's plans for 
spending the $2.7 million and (2) the specific requirements of the new 
federal program .. 

The Department Needs To Develop a Treatment Oversight Plan 

We recommend that, prior to budget hearings, the department report 
to the Legislature on how it. will provide (1) technical assistance and 
oversight to county administrators for administration of the alcohol 
recovery and drug treatment programs and (2) a system to identify 
exemplary alcohol recovery and drug treatment programs and· to 
disseminate information on these programs to county ofikes of alcohol 
and drug programs. 

Much of the anticipated increase in ADMS block grant· monies 
discussed above will probably be used to fund alcohol recovery and drug 
treatment programs. For example, the DADP estimates that in 1989-90, 
county offices of drug programs will spend approximately 75 percent ·of 
their ADMS block grant funds on treatment programs, and that the 
county offices of alcohol programs will spend approximately 62 percent 
on alcohol recovery programs. 

The DADP does not directly administer treatment programs; instead 
both alcohol recovery and drug treatment programs are administered by 
the county offices of alcohol and drug programs in accordance with each 
county's approved alcohol and drug program plan. The actual treatment 
is provided by treatment facilities. 

Currently, the DADP licenses all alcohol recovery and drug treatment 
facilities (except group homes). The department's licensing program 
focuses exclusively on health and safety concerns, rather than program
matic issues.··The DADP also certifies programs. While the certification 
involves some oversight of programmatic issues, it is a voluntary program; 
treatment facilities are not required to be. certified. (Providers need 
certification in order to receive third-party payments such as food 
stamps.) Otherwise, the department leaves oversight of treatment 
programs to the county administrators. 

We have two concerns with this procedure. First, in light of the large 
increases in federal funds for treatment programs that has. occurr~d in 
recent years and that is expected to occur again in 1990-91,· it is 
increasingly important for treatment programs to be accountable.~ For 
this reason, we believe the DADP needs to provide more technical 
assistance and oversight to the counties in administering these programs. 

Second, for most of the 1980s the treatment system has been working 
in a crisis mode, trying to eXPand as quickly as possible to provide slots to 
addicts and alcoholics who have filled up treatment waiting lists. How
ever, with the increases in federal fund~, the federal government and the 
research community have started to question the efficacy of treatment 
programs. One of the issues still under deliberation in Congress regarding 
pending ADMS block grant legislation is whether or not to require states 
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to subnrit plans detailin.g their systems of accountability over' treatment 
programs. " 

This concern is also highlighted by data on California's public treat
ment system. Specifically, the DADP reports that in 1988-89,62 percent 
of the clients i admitted to public drug treatment, programs", had been 
previously admitted to a drug treatment program, 24 percenf had been 
admitted previously more than three times. These large percentages show 
that clients' cycle through treatment programs several times and suggest 
that many of the treatment programs are not successful in treating 
clients, at least not initially; Currently, the DADP does not have a system 
for identifying exemplary programs or for providing information on these 
programs t6 county administrators so that they can replicate the success
ful programs in their counties. The DADP advises that it has formed a 
work group within the department that is looking into the issues of 
program accountability and effectiveness and the additional policies the 
department should consider in this area. However, at the time this 
analysis was prepared, the department had not formalized its findings 
and suggestions for addressing treatment program accountability. 

We therefore recommend that, prior to budget, hearings, the depart
ment report to the Legislature on how it will provide (1), technical 
assistance and oversight to county' administrators for, admiI)istration of 
the alcohoLrecovery and drug treatment programs and (2) a system to 
identify exemplary alcohol recovery and drug treatment'programs and 
disseminate information on these programs to the county offi,ce~, of 
alcohol and drug programs. 
Department's Proposal To Expand the Services For Pregnant and Parenting 
Women and Their' Children Pilot Project Needs More Detail. 

We recommend that the Departments of Alcohol and Drug Pro
grams, Health Services, Social Services, and Developmental Services 
report to the Legislature by Mareh 15, 1990 on. the specifics of the 
proposed pilot expansion, the workload justification for the requested 
positions, and the status of the pilot projects in the current year. 

The' budget proposes $4.5 million to expand the Services For Pregnant 
and Parenting Women and Their Children Pilot Project distributed as 
follows: 

• $2.1 million to the DADP for alcohol and drug treatment services and 
two staff positions. 

• $,1.8 million to the Department of Health Services' (DHS) for case 
) management services, 10 planning' grants, evaluation, and 3 staff 
positions., 

• $616,000 to the Department of Social Services (DSS) for. foster care 
recruitment and training and respite care to foster parents of 
substance-exposed infants and 2 staff positions. 

• $55,000 to the Department of Development Services (DDS) for one 
staff position. 

Currently, the pilot operates in 5 sites in 4 counties and provides 
alcohol recovery, drug treatment and case management to pregnant and 
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parenting,cwomen and their infants,and foster care recruitinentand 
trainiIigand respite' care to foster parents of substance-exposed infants. 
The budget proposes to, expand the pilot to' approximately 2 additional 
counties, provide planning grants to 10 additional counties, or areas, for 
phase-in in later years, and provide a staff person for the DDS to compile 
and analyze data on substance~exposed infants and advise on implemen
tation of the pilot. ' 

We have identified the follovvingthree concerns with the proposal: 
• First, at the time this analysis was prepared the departments were 

unaJ:>le t,o provide specifics on the expansion. For example, although 
the budgef provides $500,000 in local assistance fulldsto the DRS for 
the planning grants, the DADP advises that, it will be funding and 
administering the planning grant portion of the expansion. 

• Second, the departments were required by the 1989 Budget' Act to 
, report to the Legislature by Janmlry 1, 1990 on the status of the pilot 
, projects. At the time this analysis was prepared, the departments had 

, "not submitted their report. We believe the Legislature needs 
" information on the status of the projects in the current year in order 

to evaluate the administration's proposal to expand the pilots in the 
budget year. 

e Lastly, the $4.5 million proposed for the expansion is composed of 
$1.9 million in local assistance and $2.6 million in departmental 
support. We are concerned with this apparently large ratio of 
administrative cost to program cost. At the time this analysis was 
prepared, of the four departments ,involved, only the DDS had 
prQvided justification for the proposed administrative ,expen:ditures. 
ThEi' departments advise that they intend to administratively eShih
lish~ positions in the current year in support of the expansion: 

We ther~fore ~ecommend that the DADP, DRS, DSS, and DDS report 
to the Legislature by March 15, 1990 on the specifics of the pilot 
expansion, the workload of the requested positions, and' the .status, of the 
pilot projects in the current year. 

Funding Source for the Foster Care Portion of the Pilot Project ,Is 
Inappropriate ", ' ", 

.We recommend transfer 0/ $116,000 from the DADP departmental 
support item (/tem 4200-001-890) to the DAPP localas~istanceitem 
(Item 4200-101-890). , 

The DADP proposes to use $616,000 in federal ADMS block grant 
women's set-aside funds to reiriiburse the DSS for the costs of foster care 
recruitment, training, and respite care for foster parents and 2 staff 
positions for the DSS. Our analysis indicates that this proposed use of 
these funds is inconsistent with federal law, which specifies that the funds 
must be used for alcohol and drug programs for women. We therefore 
recommend deleting $616,000 in reimbursements proposed in the DSS 
budget to expand the foster care portion of the pilot. (Please see Item 
5180-151-001 for our discussion of this issue.) Consistent with this recom
mendation, we recommend transferring $116,000 budgeted in the DADP 
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departmental support item (Item 4200-001-890) to the DADP local 
assistance item (Item 4200-101-890). No action is needed with respect to 
the $500,000 budgeted in DADP's local assistance item and scheduled to 
reimburse the DSS' local assistance budget. This is because elimination of 
the reimbursement authority from the DSS'budget will ensure that the 
DADP will use these funds for its own alcohol and drug programs. 

CHILD DEVELOPMENTPROG,RAMS ADVISORY COMMITTEE 

Item 4220 from the General 
Fund Budget p. HW 39 

Requested 1990-91 ........................................................... , ............ .. 
Estimated 1989-90 .......................................................................... . 
Actual 1988-89 ................ ; ................................................................ . 

Requested increase (excluding amount 
for salary increases) $8,000 (+3.2 percent) 

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

GENERAL PROGRAM STATEMENT 

" 

$259,000 
251,000 
236,000 

None 

The Child Development Programs Advisory Co~rnittee' (1) reviews 
and evaluates the effectiveness, of child development prograIIls~nd 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 develop
ment. 

The 27 -member committee is staffed with 3.5 personnel-years in the 
current year. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes total expenditures of $259,000 from the General 

Fund for the' committee's support during 1990-91. This amount is $8,000, 
or 3.2 percent, more than estimated current-year expenditures. The 
proposed increase is due to additional personnel costs. 
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Ite.in 4260 from the General 
Fund and various funds Budget p. HW 40 

Requested 1990-91 '''';;';' .. ;;i; ........... ;;~ .......................................... $10,534,493,000 
~~timated 1989-90 .......... ; ................... ,........................................ 10,266,920,000 
Acb)al 1988-89 ............................ , ... , ............................ :................. 8;135,937,000 
"Requested increase (excluding. amount for . 

salary increases) $267,573,000 (+2.6 percent) 
Tptal recommended increase .j, ........................ ; ...... ; ............ ; .. 
Recommendation pending ... , ...................................... :; ......... .. 
Recommended reYE:)rsioIl """""'.""'''''''''''''''''''''''''''''''''''''''''.' 

1990-91 FUNDING" BY ITEM AND SOURCE 
Item:'::"Description 
4260-OO1-OO1-Department support 
4260-001-014-Department support 
4260-OO1-044-Department support 
426O-OO1-129-Department support 
4260-OO1-135-Department.support 

. . , , 

426<tOOFI37~Department support 

4260-001-177-Department support) 
F60-(X)lcI79-Department support· 

4260-OO1-203-Department support 
4260-OO1-227-Department support 
'. ' 

4260-001-231-Department support 

4260:OO1-232-Department support 

4260:OO1~233-Department support 

4260-00h~4-::-Department support 
426OcOOl-236-Department support .. 
426()-OOI-335-Department support 

4260-OO1-455-Depar~enf supp6rf 
4260-O?1-478--Department support 

4260-001-69~Department .support.. , 

4260-OO1-823-DepartIDerit support 
,; . . .'" 

4260-OO1-890-Department support 
4260-001-~Depiirtmentsilpport'_ .. ' . 

4260-005-8~bepa~hnent support, ." 
4260-007-890-Department support •. 

4260-011-OO1-Department support-toxics 

Fund 
General 
Hazardous Waste Control 
Motor Vehicle '. 
Water Device Certification 
AIDS Vaccine Research and 

Development Grant 
Vital Records Improvement 

Project 
Food Safety 
Environmental Laboratory Im

provement 
Genetic Disease Testing 
Low-Level Radioactive Waste 

Disposal 
Health Education Account, Cig

arette and Tobacco Products 
Surtax (C&T) 

Hospital Services Account, 
C&T 

Physician Services Account, 
C&T 

Research Account, C&T 
.Unalloca~l3d Acc:ount, C&T 
Registered Environmental' 
. '. Health Specialist 

"Hazardous Substance 
Mosquitoborne Disease'Surveil-

lance 
, Disproportionate Share and 
. Emergency Services 
~ih~imer and Related Disor-
. ;ders Reserve· 
Federal 
Local Health Capital Expendi-

ture .,. 
Federal-special projects 
Federal-flow through' to other 

departments 
General 

14,165,000 
8,155,297;000 

1,700,000 

Amount 
$173,829,000 

8,606,000 
339,000, 
118,000 
207,000 

4,958,000 

3,144,000 
1,820,000" 

26,671,000 
1,131,000 

2,186,000 

1,827,000 , 

616,000 

1,658,000 
1,292,000 

137,000 . 

5,625,000 . 
26,000~ 

98,0<i0 

837,000 

104,666,000 
J50,OOO 

317,976,000 
22,739,000 

5,000,000 



478 / HEALTH AND WELFARE 

DEPARTMENT OF HEALTH SERVICES-Continued 
4260-011-014-Department support-toxics 
4260-011428-Department support-toxics 

4260-011-455-Department support-toxics 
4260-011-890--Department support-toxics 
4260-015455-Department support-toxics 
4260-021-890--Department support-toxics 
4260-101-OO1-Medi-Callocal assistance 
4260-101-~Medi-Callocal assistance 
4260-103-890--Medi'Cal refugees 
4260-105-001-Medi-Cal abortions 
4260-1l1-001-Priblic health local assistailce 
4260-111-137-Public health local assist~ce 

4260-111-231-Public health local assistance 

4260-111-232-Public health local assistance 

4260-111-233-Public health local assistllIlce 

4260-lH-236-Public health locai assistahce 
4260-111-890--Public health local assistance 
4260-121-001-Alzheimer's disease 
Control Section 23.50-Support 

Control Section 23.50-Local assistance 
Health and Safety Code Section 25330.5 

Welfare and Institutions Code Section 16702 
Welfare and Institutions Code Section 16709 

Ch 376/84 
Chl331/89 
Prior-year balance available, Ch 1446/89 
Prior-year balance available-public health 
Prior-year balance available'-toxics 
Prior-year balance available-toxies 
Reimbursements 
Family repayments 

Total 

Hazardous Waste Control 
Hazardous Waste MlIIlagement 

Planning 
Hazardous Substance 
Federal 
Hazardous Substance 
Federal-specilil projects 
General 
Federal 
Federal 
General 
General 
Vital Records Improvement 

Project 
Health Education Account, 

C&l' . 
Hospital Services Account, 

C&T . 
Physicians' Services Account, 

C&T . 
Unallocated Account, C&T 
Federal 
General 
State Legalization Inipact Assis

tance Grant (SLIAG) 
SLIAG 
Hazardous Site Operations and 

Maintenance 
County Health Services 
County Medical Services Pro

gram Account, County 
Health Services 

Superfund Bond Trust 
C&T 
General 
General 
General 
HazardoUs Substance Cleanup 

SUMMARY OF MAJOR FINDI.NGS AND RECOMMENDATIONS 
Department Support, 

Item 4260 

38,952,000 
26,000 

27,518,000 
5,722,000 
5,375,000 

20,435,000 
3,815,167,000 
4,036,476,000 

23,482,000 
··14,485,000 
957,579,000 

540,000 

80,591,000 

10,156,000' 

2,653,000 

21,741,000 
25,872,000 
3,564,000 
4,8'(9,000 

333,479,000 
1,932,000 

2,450,000 
1,293,000 

5,350,000 
372,263,000 

750,000 
301,000 

1,248,000 
6,000,000 

27,255,000 
1,303,000 

$10,534,493,000 

Analysis 
page 

1. Proposition 99 Expenditures. Withhold recommendation Qn 
94 pOSitions and $5.9 million from various ~ccounts of the 
Cigarette and Tobacco Products Surtax (C&T) Fund pro
posed for activities related to the implementation of Propo
sition 99. 

489 

2. Overhead Costs. Reduce Item 4260-001-001 by $337,000. 
Recommend a reduction of $337,000 from the General Fund 
to correct overbudgeting for overhead costs. . . 

489 
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Licensing and Certification 
3. Survey Workload. Withhold recommendation on $2.9 million' 490 

($971,000 General Fund) and 35.5 positions proposed to 
implementll~w feq.erallong-term care survey requirements 
pendiJlg subinission of the results of workload studies. 

4. Nurse Aide and Home Health Agency Workload. The new 491 
workload associated with nurse aide and home health 
agency certific~tion may be different than es~ated by th~ 
departmellt. ' 

5. Filling!1~thorized Positions. Reduce Item 4260-001-001 by 492 
$140,O(JQ and Item 4260-001-890 by $283,000. Recommend a 
reduction for the nurse aide and home health agency 
workload proposal to reflect a inore realisticphase-infor the 
positions. 

Public Health 
6: Info;~ation on the Public Health Budget Request. Recom- 499 

mend that the deputy directors ,responsible' for the Admin" 
istration Division and public health programs; and the 
Department of Finance, report at budget hearings regarding 
(a) why the department has not been able to provide basic 
information to the Legislature on, its public he~th budget 
reqllest and (b)' what they plan to do to rectify this situation 
in the future'. ' 

7. $150 Million AB 8 lleduction. Recommend that the depart- 502 
ment submit to tpe fiscal, coIIlI1littees, prior ,to budget 
p.earings, a plan for implementing its proposed $150 million 
reduction iIi the AB 8 county health services program and 
documentation of' its assumptions regarding county reve-
,nues. 

8. Medi~ally Indigent Servic~s Program (MISP) "Deferral." 503 
Thepropolled deferral of $25 million in MISP expenditures 
has thesame effect as a budget reduction. 

9. Court Decision. A recent court decision in the Kinlaw case 503 
could iIlcrease state costs for health, services provided to 
medically indigent persons by up to $605 million annually. In 
addition~ the state could be liable for' reimbursing coun,ties 
for uncompensated costs in proViding services back to 
1986-87. 

10. Collnty Medical Services Program (CMSP) Budget. Recom- 507 
roenq. 'th,at, prior to budget hearings, the department (a) 
reconcile,the proposed budget and its estimates of caseload 
and costs lWd submit revised propos~s and (b) provide 
informaqpn on the impact of proposed Medi-Cal optional 
benefits ch~ges on the CMSP. , , 

11. California flealthcare for Indigents Program (CHIP) Aug- 507 
mentation .. Recommend that, prior to budget hearings, the 
department submit information to the fiscal committees on 
the alloca.tion of the proposed $34.6 million augmentation 

~ ~ 
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from the Cigarette and Tobacco Products Surtax Fund ,for' 
the CHIP. ' ',. " " 

12. Implementation of Expanded Access to Primary Care Pro- ,'508 
gram. Recommend that, piloi'to budget hearings; the . 
department report on specified 'issues . involving program' 
impleIllenhltion. , 

13. Medically Indigent Services PrograIll: Newly Legalized Per'- 510 
sons. Recommend that the department report, prior to 
budget hearings, on (a) the status Of State Legalization .,' 
Impact Assistance Grant (SLIAG) progra:m'irilplem.entation 
and claiming issues' and (b) the federal goverrhnent's re
sponse'to thedepaitment's revisedapplicatidn fof 'SLIAC' 
reimbursements. 

14. County Medical Services Program (CMSP): Newly Legal- 511 
ized Persons. RecoIllmend that, prior to budget hearings, the 
department report on (a) the status of CMSP Claiming' usilig 
the federal Cost Documentatioq. System (CDS) ~d (b) any 
adjustIllents to its budget proposal based on the CDS results. 

15. Clinic Services to Newly Legalized Persons. Withholdrec~ 512 
ommendation on $27 .8 million inSLrAG funds to reiIllburse 
clinics for services to newly legalized persons; pending' 
rec;eipt of (a) a required report and (b) information from 
the department justifying its proposal: We also recomIllend 
that the Legislarure adopt Budget BHl'languagereq'uiring 
the department to (a:) cover specified inforIllatioIl in its 
audit reviews ofcliIlic SLIAG claims and (0) audit clirtics' 
with the'largest claim amouhts first. 

16. Vital Records Improvement Project (VRIP) Reports. With- 513 
hold recommendation on $5 million for ,the VRIP pending • 
receipt of required reports; , ,"; , ' " 

17. Office of AIDS Budget. Withhold recommendation on the' 515 
entire $50.9 million budget for the Office 6f AIDS because 
the department has provided no iflformation on its spending 
proposal for this'program; 

18. Alternative Test Site ;(ATS) Program. Reduce/tem 4260-515 
111-001 by $1.1 Million. Recommend a reduction, of $1.1· 
million (General Fund) in the ATS Program due to over~ , . 
budgeting. ' 

19. HIV-Infected Children. ThedepartIllent has not submitted' 517 
required'reports on the status of funds forHIV~infected: 
children. ',' 

20. AIDS Cost~bf·Care Reports.The department has not submit- '517 
ted required reports on the costs of providing care to 
persons With AIDS and AIDS-related conditions. ' " 

21. Early Intervention Projects (EIP). The Office of AIDS is 520 
making some progress in improving implementation of'th~ 
EIP program. It is too soon to tell whether its efforts 'in datil 
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collection and evaluation will provide the Legislature the 
information it needs regarding program effectiveness. 

22. Family.Planning Funds Restored During the Current Year. 521 
Recommend that the department report at budget hearings 
on the status of the restoration. in the current year of 
current-year funding for the Office of Family Planning 
(OFP). 

23. Restore Family Planning Services. Augment Item 4260-001- 522 
001 by $900,000 and Item 4260-111-001 by $23,100,000. Rec
ommend that the Legislature restore the budget of the OFP 
to be consistent with its action in restoring current-year 
funding. 

24. No Information on Matemal and Child Health (MCH) 522 
Budget. Withhold recommendation on the entire $35.2 
million ·local· assistance budget for MCH· programs because 
the department has not provided any information on its 
spending proposal for these programs ... 

25. Proposed Budget Language.· Recommend that the Legisla- 523 
ture delete language proposed in the 1990 Budget Bill 
allowing the department to transfer funds from MCH local 
assistance to support upon approval of the Department of 
Finance because this language circumvents legislative re-
view. 

26. New MCH Health Block Grant Requirements. Recommend 524 
that the department provide information to the fiscal com
mitteesby' April 1 on (a) the status of regulations to 
implement new federal requirements imposed on MCH 
funds and (0) how the department 'plans to comply with the 
new requirements. 

27. Community-Based Perinatal Services (CBPS) Program. Rec- 526 
ommend that, prior to budget hearings, the department 
submit to the fiscal committees information on (a) its plan 
for spending CBPSfunds during 1990-91 and (b) options for 
opera.ting the program and redirecting funds. 

28. Adolescent Family Life Program (AFLP). The department 528 
has not complied with legislation direction to target funds in 
order·to address black infant mortality. 

29. Targeted Case Management Option for AFLP. Recommend 529 
that the department submit to the fiscal committees, by 
April 1, (a) a proposed work plan for obtaining federal 
reimbursements for AFLP case management services, (b) 
an estimate of the amount of federal reimbursements the 
. AFLPcould receive, .. and. (c) information on targeting 
clients and service areas. 

30. Proposal to Expand the Perinatal Substance Abuse· Pilot. 531 
Recommend that the Departments of Health Services, Al-
cohol and Drug Programs, Social Services, and Developmen-
tal Services report.to.·the Legislature by March 15, 1990 on 
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the specifics of the proposed pilot . expansion, . the. workload 
justification for the requested positions, and the status ofthe 
pilot projects in the current year. 

31. California Children's Services (CCS) Program Current"Year' 531 
Deficiency. The primary reasons for thecurrent,year defi
ciency of $22 million in the CCS Program are (a) county' 
delays in billing the state and (b) state andcotinty delays in 
claims payment. 

32. CCS Budget Likely to be Underfunded. Recomrhend that 532 
the department address speCified problems in its. estimates . 
when it updates them in May. 

33. CCS Program. Recommend that the policy commiUees:hold 533 
hearings bn restructuring the CCS Program. 

34. Cancer Registry. Withhold recommendation on 15 positions 536 
and $8,956,000 from various funds requested for implemen
tation of the cancer registry, pending·receipt and review of 
a. data at:lalysis plan. Recommend ,that the department 
report at budget hearings on the reasons it failed to notify 
the Legislature, as required by. the Supplemental Report of 
the 1989 Budget Act, prior to moving the cancer registry 
from the Berkeley area to Sacramento. ' .' . 

35. Immunization Program. Recommend that the department 537 
.report, prior to budget hearings, on ,(a) its plan to meet the, 
estimated demand inJ9~0-91 for vaccines against childhood 
illnesses and (b) the options available for reducing the costs 
of vaccines in future years. . .. 

36. Various Public Health Projects .. Withhold recommendation . 539 
on a total of $5,748,000 from various fund sources requ,ested 
for five projects, pend4tg receipt and review of information 
justifying the requests. 

37. Birth Defects Monitoring Program. Re,commendreversion .539 
of the $1.7 million (General Fund) appropriated for pro- . 
gram expansion of ·the Bi~th,Defects Monitoring Program 
into Los AngelesCountyin the current year, thereby freeing 
up these ftulds for other purposes because. the department, 
does not intend to expand the program in the current year. 

Toxic Substances Control 
38. Future Funding of ToxicsProgram. Funding for· the toxics 544 

program may be insufficienLto continue existing levels of 
site mitigation and hazardous waste management . activities 
in 1991-92 and future years. . 

39. Administrative and Support Perso,nnel. Reduce Item 4260- 547 
011-014 by $570,000, Item 4260-011-455 by $422,000, Item 
4260-011 .. 890 by $84,000, and Item 4260-021-890 by $299,000. 
Recommend a reduction of $1,375,000 and 30. personnel-
years from various funds because the' departtne:nthas over
budgeted administrative and clerical positions .. Further rec-
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ommend that department submit, priortq budget hearings, 
information on the time required by certain personnel for 
training and administrative activities. 

40. Permitting of Hazardous Waste Facilities. Recommend that 549 
the department report, prior to budget hearings, on the 
effect of recent and projected closures of hazardous waste 
disposal, treatment, and storage facilities on (a) permitting 
and enforcement workload and (b) statewide capacity for 
the disposal of hazardous wastes. 

41. Cost Recovery Program. Withhold recommendation on 14 551 
positions and $718,000 requested from the Hazardous Sub
stance Account to recover' costs from responsible parties for 
site mitigation activities, pending receipt of an evaluation of 
the cost recovery program. 

42. ~ite Mitigation Program. Withhold recommendation on a 552 
total of $10,375,000 requested from, various funds for con-
tracts for the cleanup of hazardous waste sites, pending 
receipt of information justifying the amounts requested for 
each site. 

43. Funding Site Evaluation Work. Recommend that the depart- 552 
ment report, prior to budget hearings, on (a) which posi-
tions it will redirect to conduct preliminary assessments and 
site inspections of hazardous waste sites, (b) how these 
positions currently are funded, and (6) the programmatic 
effect of the redirections. ' , 

Medi-Cal 
44. May Estimates. Withhold recommendation on $8 billion' 558 

($3.8 billion General Fund) requested for local "assistance 
under the Medi-Cal Program, pending review of revised 
MedicCal expenditure estimates to be submitted in May. 

45. 1990-91 Long~Term Care Cost~of-LivingAdjustment 564 
(COLA). Recommend that in its May revision of expendi-
ture 'estimates, the department incorporate estimates of 
costs resulting from long-term care COLAs. 

46. Active TreatInent Requirements. Recommend that the de- 564 
partment submit to the fiscal' committees before budget 
hearings an estimate of. nursing facilities' costs to comply 
with expanded federal treatment requirements. 

47. Drug Discount Program. Recommend that, prior to budget! 564 
hearings, the department provide additi()nal details .on ,how 
it would implement its proposals to achieve savings through 
a drug discount program. 

48. Price Controls on Incontinence Supplies. RecommeQ,d that, 5,65 
prior to budget hearings, the department provide additional 
details on how it would implement its proposal tq impOse 
price controls on incontinence supplies. 

49. Restructuring Reimbursement Rates. Recommend that, 566 
prior to budget hearings, the department (a) submit·addi-
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tional information on how it intends to implement this 
proposal and (b) report on the staffing and funds it would 
require to develop alternative methods for restructuring 
physician reimbursement rates. 

50. Elimination ofOptiorial Benefits. The savings assumed in the 567 
budget from elimination of optional benefits may be over
stated. 

51. Medicare Catastrophic Coverage Act. The actual costs for 568 
qualified Medicare beneficiaries may be much lower than 
the department· estimates. 

52. Costs for Newly Legalized and Undocumented Persons. 570 
General Fund costs for undocumented persons are almost 
triple the department's estimates. The reasons are unknown. 

53. Estimate· for Active Treatment Costs for Mentally III 574 
Individuals. Reduce Item 4260-101-001 by $1.3 Million and 
Item 4260-101-890 by $1.3 Million. Recommend a reduction 
in funds for providing active treatment to mentally ill 
individuals due to lower-than-projected caseload. 

54. Expansion of Perinatal Services. Medi-Cal perinatal services 575 
have expanded significantly since 198678'1. It is too soon to 
tell whether these changes will increase the number of 
providers participating in the Medi-Cal Program or the 
number of women receiving perinatal services. 

55. Reappropriation. We recommend that the Legislature reap- 577 
propriate $1.2 million of the 1989-90 appropriation for peri-
natal services in Ch 1331/89 (AB 75, Isenberg) for use in 
1990-91. 

56. Federal Funds Needed for Targeted Case Management. The 577 
budget does not include $28.8 million in federal funds 
needed to reimburse the Department of Developmental 
Services (DDS) for Medi-Cal targeted case management 
services for persons with developmental disabilities. 

57. Cost Control Work Measurement Study. Recommend that 580 
the Legislature require the Departments of Health Services 
(DRS) and Social Services (DSS) to (a) report to the fiscal' 
committees during budget hearings on the status of their 
work measurement study involving the Medi-Cal, Aid to 
Families with Dependent Children, and Nonassistance :Food 
Stamp . Programs and (b) adopt supplemental report lan
guage requiring the DRS and the DSS to report on the 
findings of the completed studies. 

58. Reprocurement of Dental Contract. Recommend that the .. 581 
Legislature adopt supplemental report language requiring 
the department to report on Delta Dental's compliance with 
the new dental contract, including a discussion of new 
contract requirements and system enhancements. 
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59. Drug Discount Program, Withhold recoriHnendaHonon $1.8 585 
. million ($659,000 General: Fund) and 40 positions requested, 

. "for a drug'discount program pending receipt' of the depart-· . 
. ment'splah:'for implementing the program:': .. ' .. ',' 

60: Budgeted Federal Rl!imbursements for Nursing Facility '585 
'Preadmission Screening. Reduce Item'4260·007-890 by $4 
Million. Recommend a reduction in federalfunds to reflect 
lower preadmission screening caseload and costs. 
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The Department of Health Services has responsibilities in three~ajor 
areas. First, it provides access to health care for, California's.low~income 
population through the Medi-CalProgram. Second, the department 
aWrtinisters '. a brqad range of public health programs, including ., (1) 
programs that complement . and support the activities of local. health 
ag~ncies ~ontrolling environmental 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 certain types'of technical personnel. Third, the'departme;nt 
administers programs to regulate and control the use and disposal of toxic 
substances. 

The department has 4,283.1 personnel-years in the current year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes expenditures of $10.5 billion from all funds for 

support of Department of Health Services programs in 1990-91, which is 
an increase of $268 million, or 2.6 percent, above estimated current-year 
expenditures. The largest proposed budget changes are an increase of 
$321.4 million ($126.2 million General Fund) for Medi-Cal caseload and 
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cost adjustments and a decrease of $150 million (General Fund) in the 
county health services (AB 8) program. Thebudget reflects a,reduction 
of $173.2 million ill Proposition 99 funding, primarily resulting from, the 
expenditure in the current year of revenues carried over frOIp 1988-89. 

Table 1 shows the proposed budget, by program category, for 1990-91 
and the two previous years. 

Table 1 
Department of Health Services 

Expenditures and ,Funding Sources 
1988-89 thro\Jgh 199,:)-91 
(dollars 'in ihpusands) 

Actual, . Est. Prop. 
Expenditures 
State operations 

1988-89 J98[)-90 1990-91 

Support-excluding toxics .: .............. . 
Support~toxics ........................... . 
Distributed departmental serviceS-:-tox-

ics .... ' ..................................... 
Special projects-excluding toxics ........... 
Public health local assistance ................ 
Medi-Callocal assistance ............. , ....... 

$292,373 
88,2:}9 

-2,984 
214,496 

1,422,~59 
6,120,854 

Totals .................................... $8,1~p;g37 
Funding Sources 

. , 

General Fund .. ..... '" ....... '" ............ $4,356,944 
Federal fund~ ; ........ , ...................... 3,456,264 
Hazardous Substance Cleanup (Bond) ...... 26,467 
Hazardous Substance Account . .............. 11,775 
Hazardous Substance Account, responsible 

parties. : : .................................. 2,753 
Hazardous Waste .Control Account . ......... 41,161 
Genetic Disease Testing Fund ............... 22,343 
County Health Services . ..................... 2,450 
Vital Records Improvement Fund ...... " ... 1,060 
Local Health Capital Expenditure Account. 150 
State Legalization Impact Assistance 

Grant ...................................... 187,495 
Health Education Account, Cigarette and 

Tobacco Products Surtax (C&T) Fund ... 
Hospital Seroices Account, C&T Fund .... .. 
Physician Services Account, C&T Fund ..... 
Unallocated Account, C&T Fund .... ........ 
Research Account, C&T Fund . .............. 
Reimbursements ... ........................ , .. 14,932 
Other funds .. ........................ , ........ 12,143 

$372,817 
142,835 

-3,071 
284,705 

g,072,926 
7,396,708 

$382,044 
118,858 

-3,055 
320,526 

1,738,247 
7,977,873 

$10,266,920 $10,534,493 

$4,940,075 $4,971,923 
4,198,189 4,557,368 

11;839 .6,()(){) 
44,487 33,143 

3,400 
44, 747 47,558 
26,713 26,671 
2,45P 2,450 
4,939 5,498 

147 150 

288,924 338,358 

115,()(){) 82,777 
298,252 21Q,47{) 
85,215 59,fJ97 

168,038 140,081 
1,658 1,658 

15,058 27,255 
17,789 23,136 

Change 
Amount Percent 

$9,227 
-2:3,977 

16 
35,821 

-334,679 
581,165 

$267,573 

$31,848 
359,179 
-5,839 

-11,344 

.".3,400 
2,811 
-42 

559 
3 

49,434 

-32,223 
-87,782 
-25,218 
-27,957 

12,197 
5,347 

2.5% 
-16.8 

-0.5 
12.6 

-16.1 
7.9 
2.6% 

0.6% 
8.6 

-49.3 
-25.5 

-100.0 
6.3 

-0.2 

11.3 
2.0 

17.1 

-28.0 
-29.4 
-'-29.6 
-16.6 

81.0 
30.1 
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ANALYSIS· AND RECOMMENDATIONS 
1. DEPARTMENT SUPPORT 

. The budget proposes expenditures for department support - exclud
ing toxics - of $382 million (all funds) in 1990-91. These expenditures 
account for 3.6 percent of the department's budget. The Toxic Substances 
Coni:rolDivision has its own budget items, and support for that division 
is discussed separately. (Please see Section 4.) 

The department proposes 4,531.9 personnel-years in the budget year 
(excluding those assigned to toxics and special projects), an increase of 
248.8 personnel-years, or 5.8 percent, above the number authorized for 
the current year. Taple 2 shows the expenditures and personnel-years 
proposed for department support by major program category. 

Table 2 
Department of Health Services Support ..,.... Excluding Toxics 

Expenditures and Personnel·Years - All Funds 
. 1988-89 through 1990-91 

(dollars in thousands) 
Actual Est. Prop. Change From 1989-90 

Program 1988-89 1989-90 1990-91 Amount PerCent 
Expenditures 

Public health .............................. . $121,609 $163,810 $158,692 -$5,118 -3.1% 
Medical assistance ......................... . 67,651 87,758 91,012 3,254 3.7 
Licensing and certification ............... . 26,344 33,689 38,832 5,143 15.3 
Audits and investigations ................. . 19,271 22,301 23,324 1,023 4.6 
Administration and Director's office ..... . 54,514 65,259 70,184 4,925 7.5 

Totals ................................... . $289,389 $372,817 $382,044 $9,227 2.5% 
Personnel-years 

Public health.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 1,390.2 1,630;9 1;730.3 .. 99.4 6:1 % 
Medical assistance. . . . . . . . . . . . . . . . . . . . . . . . . . 1,025.3 1,100.8 1,122.1 21.3 1.9 
Licensing and certification. . . . . . . . . . . . . . . . 296.3 388:0 . 481.5 93.5 24.1 
Audits and investigations.......... ........ 360.1 391.6 385.6 -6.0 - 1:5 
AdIninistration and Director's office. ..... 751.0 771.8 812.4 40.6 5.3 -, 

Totals .................................... 3,822.9 4,283.1 4,531.9 248.8 5.8% 

Table 3 identifies the main components of the changes proposed in the 
department's support budget for 1990-91, excluding toxics and special 
projects. The request for 1990-91 is $9.2 million, or 2.5 percent, above 
estimated 1989-90 expenditures. 
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'Table 3 "'~'. 

Department of H.ealth Services Support 
ProposeCi 1990-91 Budget 'Changes 

(dollars in thousands) '. 

j., ',. 

1989-90 expenditures (Budget Act) ...... : ................ ;~ ..... . 
Adjustments, 1989-90: " 

Chaptered legislation .,.;, ..... . ·.r.' ...... ....•... , .... :,.,............ . 
. Cigar.eJte ¥1dToQllCcoProdilcts Surtax (C&t)Fund,Ch' . 

.' 133'1/,89,. :::.:,.,': .. : : ..... ; .'. , ........ ,' ................. ,'.:. :.,' ... . 
Retiremenrreduction .......... : .......... '.;;: ....... ; .... ' •...... '. 
Control Section 23.50 - State Legalization Imp~ctAssis- . 

tance Grant (SLIAG) carry-over funds ......... , .......... .. 
Employee compensation increase .................. : .......... . 
Site mitigation support restoration, Ch 1032/89 ..... ; ........ . 
County personnel serVices, Ch 1430/89 ........... , .........•... 
Nurse aide certification, Ch 1177/87 ....... :' ..... ; ............ .. 
Board of Control adjustment .............................. : :.'" 

, Reimbursement. adjustments; .......................... , ........ . 
AIDS reappr9priations .... : .. ;; ..... , ..................•.. , ...... . 
AIDS Vaccine Research and Development Grant Fund redi-
" rllction .. i ................. , ............................ , ........ . 
Medi-Cal funds to other departments .. '.' ....... , • , ........... . 
Redl!ction in:federal funding for refugees ........ " ... : ........ . 

Gimeral 
Fund 

$159,348 

4,690 

~177 

3,906 

50 
-73 
-19 

58 

77 
Transfer federal maternal and child 'health (MC~) ·funds 

'from localll!lsistance.:: ............ ,.:: .......... :.:~,:......... , __ _ 
1989-90 expenditures (revised) ....... ,:.: .... : ...... , .. ; ........ . 
Adjustments, 1990-91: ' 

Back out chaptered legislation ................................ . 
Back out reappropriations ... : .......... : ...................... .. 
Back out county personnel services, Ch 1430/89 ., ............ . 
Back out SLI.i\G carry-overfunds ............................. . 
Back out MCH funds transferred from local assistance ...... . 
Back out one:tjme equipment ............ ;; ..... : ............. . 
Add back nurse aide certification, C'ti:1777/87 ................ . 

.. ,Add back BQardof Control adjustment .......•................ 
. , ,Reimbursement adJus~ents ,. " , .. " ....... , ............. '. . . . . .' 

SLIAG adjustment ....... ::: .... :.; .. : .............. : ..... ~' ...... . 
'MEidi-Cai funds to othet departments ...............•.. ' ....... i 
Reduction in federal funding for refugees ................•.... 
Expiration of limited-term positions ........................... . 
Full-year effect of 1989-90 costs ............................... . 
Pro rata adjustment ............................................ . 
Reallocation of overhead and data processing costs .......... . 
Full-year effect of 1989-90 employee compensation increases. 
Equipment fund shift. ......................................... . 

Budget change proposals: 
Public health ................................................... . 
Medical assistance .............................................. . 
Licensing and certification ................................... .. 
Audits and investigations ............................ ::: ...... .. 
Administration and Director's office .......................... . 

1990-91 expenditures (proposed) ............................... .. 
Change from 1989-90 expenditures (revised): 

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

$167,860 

-4,690 
-3,465' 

-50 

-38 
73 
19, .. ' 

. .150 ' 
-512 
1,169 

499 
2,707 

316 

5,488 
1,434 
2,482 

341 
46 

$173,829 

$5,969 
3.6% 

Item 4260 

All 
Funds, . 

, $340,182 

11,203 

5,797 
-'-314 ' 

328 
6,869 
4,249 

100 
-73 
-19 
773 

Q8 

":'.83' 
,2,465 

.<. 

1,282 

$372,8,17 

-11,203 
....,3,813 
'':''100 . 
-328 

-1,282 , 
-333 

73 
19 
96 

-'4,740 
'-242 

-1,182 
1,970 

145 

4,851 

11,213 
3,373 
8,018 
1,556 
1,136 

$382,044 

$9,227 
2.5% 
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No Justification Submitted for Proposition 99 Expenditures for Support 
We withhold recommendation on 94 positions and $5.9 million from 

various accounts of the Cigarette and Tobacco Products Surtax (C&T) 
Fund proposed for activities related to the implementation of Propo;;' 
sition 99.' . 

The budget proposes 94 positions and $5.9 million from various 
accounts of the C.&T Fund for department support costs associated with 
implementing Ch 1331/89 (AB 75, Isenberg). This is $124,000, or 2.1 
percent, above current~year support funding. Chapter 1331 requires the 
department to distribute C&T funds through various programs. (Please 
see The 1990-91 Budget: Perspectives and Issues for a discussion of the 
implementation of Chapter 1331.) The $5.9 million proposed for support 
includes $4.8 million for public health, $229,000 for Medi-Cal, $343,000 for 
audits and investigations, ,and $518,000 for administration. 

At the time we prepared this analysis, the department had not 
~ubmittedjustification for its proposed support expenditures. Specifically, 
the department had not provided (1) fiscal details of the proposal, (2) 
information on activities proposed, and (3) estimated workload. There
fore, we withhold recommendation until the department submits the 
necessary information. 

Overhead Costs Overbudgeted 
We recommend a reduction of $337,000 from the General Fund to 

correct overbudgeting for overhead costs. (Reduce Item 4260';'001'-001.) 
,The budget reflects a shift of $369,000 from the State Legalization 

Impact .Assistance 'Grant (SLIAG) Fund to the General Fund for 
distributed overhead costs. Overhead costs are the costs of department
wide administrative functions such as accounting, budgets, and person
nel. These are functions shared by the various programs in the depart
ment. To cover these costs, the department annually redistributes 
overhead among its various programs based on the number .of personnel 
in each program. The programs, in turn, cover their share of the 
administrative costs using their various funding sources. 

According to the department, the funding shift of overhead costs 
reflected in the budget is the result of the expiration of funding for 
SLIAG positions. The department indicates that the expiration of 
current-year SLIAG positions necessitates a redistribution of the $369,000 
overhead costs previously attributed to the SLIAG Fund. 

We identified two technical problems with this funding shift. First, a 
redistribution of.the $369,000 SLIAG overhead costs is only necessary if 
the SLIAG positions were terminated permanently. This is not the case in 
this situation, however, because the department has proposals to renew 
funding for its SLIAG positions in the budget year. In fact, one of these 
proposals includes a $313,000 augmentation from SLIAG funds for 
overhead costs. Hence, the department has double-funded $313,000 of its 
overhead costs -once from SLIAG funds and once from the General 
Fund. SLIAG funds are the appropriate funding source for these costs; 
the General Fund amount should be deleted. 
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.' Second, the department has incorrectly distributed the T€)mammg 
amount of overhead costs - $56,000 - entirely to the General Fund. The 
department advises that the General Fund portion ofdistribpted over
head costs is 56 percent. Therefore, only $32,000 in distributed overhead 
costs should be charged to the General Fund out of the $56,000, not the 
full amount. . 

To correct these errors, we recommend a r~duction of $337,000 from 
the General Fund from the department's budget. (Reduce Item 4260~ 
001-001.) . , 

2. LICENSING AND CERTIFICATION 
The Licensing and Certification Program develops; implements, and 

enforces state standards to promote quality health care in over 5,000 
hospitals, clinics, long-term care facilities, home health agencies; and 
aqult day health centers. In addition, the program performs certification 
reyiews for the' federal government 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. Activities related solely to licensing are funded 
100 percent from the General Fund. Health facility licensing fees are 
assessed to reimburse the General Fund costs of the division: 

The budget proposes expen<:litures of $47.6 million ($25.8 million 
General Fund) for support of the Licensing and Certification Program 
(including administrative overhead) in 1990-91. This is an increase of$8.9 
million~ or 23 percent, above estimated current-year expenditures. . 

The division has 388 personnel-years in the current year. The budget 
proposes an increase of 93.5 personnel-years, or 24 percent, in the 1;>pdget 
year. 

Survey Workload 
We withhold recommendation on $2.9 million ($971,000 General 

Fund) and 35.5 positions proposed to implement new federal long-term 
care survey requirements pending submission of the results of work
load studies. 

The budget proposes $2.9 million ($971,000 General Fund) arid 35;5 
positions to meet additional long-term care survey requirements result· 
ing from the O:n;trubus Budget Reconciliation Act (OBRA) of 1987: 

The' OBRA made major changes in federal Medicareand Medicaid laws 
relating to nursing facilities. Among other changes; the OBRA imposed 
additional requirements on Medicare- and Medi-Cal-certified" nursing 
facilities. Because. the department has to assure 'compliance with these 
new requirements; the' OBRA has' an impact on the department's 
workload. In addition to these new facility requirements, the OBRA 
expanded current survey requirements. For example, the department is 
currently required to conduct follow~up visits only on mirsing:' facilities 
that have deficiencies. Effective October 1990, the OBRA requires the 
department to conduct follow-up visits on all nursing facilities, regardless 
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of whether or not they have deficiencies~ 
The department's proposal is based ona federal Health Care Financing 

Administration (HCFA) estimate that under the OBRA, each survey 
would take 106 staff hours, or 66 percent longer than the current standard 
of 64 hours;' Based on these figures, the department estimates that it 
would need an additional 48,594 hours, or 27 positions, to comply with 
OBRA survey requirements. The department's request also includes nine 
consultant positions to perform aspects of the surveys that generalists or 
nurses cannot perform. 

The department could not provide us with details on how the HCFA 
estimates were derived. At the time we prepared this analysis, t~e 
department was conducting sample surveys to validate the HCF A 
workload estimates. The departmerit advises that the results of its surveys 
will be available by the end of February. Therefore, we withhold 
recommendation on this'pr()posal until the department submits the 
results of its validation studies. . 

Nurse Aide and Home. Health Agency Workload 
The new workload associated with nurse aide and home health 

agency (HHA) certification may be. different than esti~ated by the 
department. 

The budget proposes $2.6 million ($866,000 General Fund) and 47.5 
positions to implement new OBRArequirements related toHHA certi
fications, nurse aide training, and nurse aide registration. Specifically, the 
OBRA' (1) expands HHA certification requirements, (2), requires the 
department to approve nurse aide training and competency programs, 
and (3) requires the department to establish a certified· nurse aide 
registry contairiing specified information. The department's proposal 
includes 12 positions ·for nurse aide training and competency program 
evaluations, 25 positions for the nurse aide registry; Los Angeles County 
contract funds to support 5 positions for HHA certification, and 10.5 
positions'in HHA certification for the rest of the state. 

Like the long-term care survey proposal, the department developed its 
request based on HCF A estimates of the additional workload. Once again, 
there are no details for these estimates. Unlike'the long-term care survey, 
however, the department is not validating these estimates. This is 
because, according,to .the department, the HCFA has not yet issued 
guidelines upon which the department can base a validation survey. The 
department expects the HCFA to release these guidelines by mid-March. 
Even with this antiCipated release date, however, a validation sample 
may not be completed before the Legislature completes. action on the 
1990 Budget Bill. 

The lack of details on the federal estimate makes it difficult for the 
Legislature to evaluate whether or not this is an appropriate basis for 
funding. For example, the HCFA estimates that it will take 40 hours per 
facility for the department to develop and maintain a nurse aide registry. 
We identified two issues with this estimate. First, it is not clear to us why 
an estimate of workload associated with a nurse aide registry should be 
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based on the number of facilities. Second, as required by Ch 1177/87 (SB 
1111, Presley); the department already has a listing of certified nurse 
aides that includes certain information. Although the OBRA require
ments are more extensive than Chapter 1177 requirements, it. is likely 
that a portion of the workload identified in the HCF A estimate is already 
being performed by state staff. However,due to the lack of details on the 
federal estimate; we cannot determine how much of· the workload is 
already being performed. Consequently, we do not have adequate 
information to develop an analytically sound alternative estimate. 

Division Has Difficulty Filling Authorized Positions 
We recommend a reduction of $423,000 ($140,000 General Fund) for 

the nurse aide and home health agency workload proposal to reflect a 
more realistic phase-in for the positions .. (Reduce Item 4260-001-001 by 
$140,000 and Item 4260-001-890 by $283,(}()().) 

The budget proposes full-year funding for the two requests discussed 
earlier related to the Omnibus Budget Reconciliation Act· (OBRA) of 
i987, with a 5 percent salary savings rate. The term "salary savings" refers 
to· personal services costs for authorized positions that are not incurred. 
Salary savings arise because (1) authorized positions may be vacant q1:le 
to delays in filling vacated or new positions or delays in implementing 
new programs and (2)positions< maybe filled with personnel who. are 
paid lower salaries than received by predecessors. Five percent is the 
general salary savings rate used to budget new positions in state agencies. 

In proposing full-year funding with a 5 percent salary savings rate, the 
department is assuming that it can fill 95 percent of the positions on July 
1. We do not believe this is realistic, because the division has had 
difficulties in filling its . existing authorized positions. In the currElnt year, 
for example, the division~s estimated salary savings rate is 17.7 percent. 
The division reports that it has not been able to fill its positions primarily 
because many positions are in specialized and highly competitive classi
fications: nurses and physicians. Many of the .OBRA positions are also in 
these classifications.· 

We believe that a three-month phase-in is more realistic for these 
positions than the 5 percent salary savings included in the proposal. 
Accordingly, wereco:rnmend reducing the'budget by $423,000 ($140,000 
General Fund)· to reflect a more realistic phase-in for these positions. 
Funding the proposals at this level would not prevent the department 
from starting its hiring process at the beginning of the 1990-91 and would 
not jeopardize compliance with federal regulations. 

Our recommended reduction is based on deleting three months of 
funding for· one of the two proposals: the nurse aide and home health 
agency workload proposal. We will calculate the reduction due to a 
three-month phase-in for the survey workload proposal when we receive 
additional information regarding the workload estimates and can make a 
recommendation on necessary staffing levels. 
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m The department has not submitte(:i'sufficientinform~-
· a.;..1 tion bn its public health budget for theLegislature tobe 

able to (1 ).~ete.rmine ,whetnerproposedpiJdget ' 
changes are justified and i{2) evaluate the depart
ment'sspending priorities. We' are withholding reqom
mendatipn on two entire ppblic health program budg- ' 
ets-for maternal 'and child health local assistance 
and AIDS programs. 

;tvr, A rec~nt court 'decision coUldincr~ase state costs for 
~ , health services provided to niedically indigentp,srsons 

, by up to $605' million annuall'y.ln addition,the state! 
could be liable for reimbursing counties forJheir un-,,' 
compensated ,costs in providing services back ,to 1,,986-. , 
87 . 

. :. ' " .":.:"', i!1: There. continue to .,?e ~ajor uncerta~n~ies ove~esti-
, mated State Legahzatlonlmpact ASSistance, ,9ranr 

(SLlAG) expenditures for health' services provided to 
newly legalized persQns due to program implementa
tion and claiming issues in'(olving counties, the state, 
and the federal government. 

m The department has not complied with legislative 
~ direction to give high priority 'to black infant mortality 

when spending the $1.8 million augmentation for the 
Adolescent Family Ufe Program provided in thecur~, 
rellt year. 

i!1 The Legislature can make.services provided through 
the Adolescent Family Life Program a Medi-Cal bene- ' 
fit and serve an additional 1,455 women or free up $2 
million (General Fund) for other purposes. 
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DEPARTMENT OF HEALTH SERVICES-Continued 
The Public Health Program provides state support for California's 

preventive health programs. To administer these programs, the depart
ment has established seven units· with the follqwing responsibilities: 

1. The Rural and Community Health Division djstiibutesfunds to local 
health agencies and clinics:' . . 

2. The Family Health Services Division addresses the special needs of 
women and children. . 

3. The Office of AIDS is responsible for providing, contracting for, and 
coordinating services related to the .AIDS epidemic. 

4. The Preventive Medical Services Division is responsible for infectious 
and chronic disease programs and epidemiological studies .. 

5. The Laboratory Services Division maintains. two state laboratories 
arid regulates other public and private)aboratories. 

6. The Environmental Health Division operates programs to control 
environmental hazards. 

7. The Office of Drinking Water regulates public water systems in the 
state. 

In addition, public health·services staff a~ster a number of special 
projects. These projects, which are shown separately in the budget; are 
studies or demonstration projects that are 100 percent 'Jundedby the 
federal government, other state agencies, or other organizations. 

Budget Proposal 

Department Support. The budget proposes $176 million for depart
ment support attrib~table to p\lblic health programs in 1990-91. (This 
amount excludes funding for special projects.) The request is $3.2 million, 
or 1.8 percent, less than estimated current~year expenditures for depart
ment support. Table 4 qisplays staffing and operating support for each 
public health program in the past, current, and' bu~get years. 

" Table 4 

Public Health Support 
Budget Summa~y - All Funds 

1988-89 through 1990-91 
(dollars in thousands) . .~. 

. ,Personn.el-Years 
Actual Est. Prop. Actual 

Program 1988-89 1989-90 1990-91 1988-89 
Rural and community health ..... 214.7 228.9 268.2 $14;353 
Family health services ............ 207.3 208.2 209.3 22;931 
AIDS ............................... 77.3 115.2 93.7 5,796 
Preventive medical services ...... 198.6 230.6 272.5 31,112 
Enviromnental health ............. 300.7 325.0 310.8 23,052 
Office of drinking water .......... 44.0 95.6 
Laboratory services ............... 391.6 479.0 480.2 38,474 

Subtotals ...................... 1,390.2 1,630.9 1,730.3 $135,718 
Special projects. .. . . . . . . . . . . . . . . . . . 224.1 538.3 ·598.0 214,496 

Totals .......................... 1,614.3 2;169.2 2,328.3 $350,214 

Expenditures 
Percent 
Change 

Est. Prop. From 
1989-90 1990-91 1989-90 
$21,031 $24,103 14.6% 
25,818 26,274 1.8 
10,681 6,541 -38.8 
44,841 40,966 -8.6 
28,550 24,135 -15.5 
4,178 . 6,681 59.9 

44,062 47,311 .7.4 
$179,161 $176,Q11 -1.8% 
284,705 320,526 12.6 

$463,866 $496,537 7.0% 
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The major increases proposed in thee support budget would be used to: 

• Implement a processed food inspection program as required by Ch 
1200/89 (AB 2161, Bronzan) ($3.8 million General Fund). 

• Fund the full-year costs of employee compensation agreements that 
were made in the current year ($1.9 million from various funds). 

• Expand existing programs to review risk assessments on toxic hot 
spot air emissions ($786,000 in reimbursements). 

These increases are offset by reductions resulting primarily from the 
expenditure of one-time funds available in the current year due to 
legislation ($11.7 million from various funds) and reappropriations ($3.7 
million from various funds). ,,: 

Table 5 details thee budget changes proposed for each public health 
program in 1990~91. . e 

. . " 

Table 5 
Department of Health Services 

Public Health Support 
Proposed 1990-91 Budget Changes 

(dollars in thousands) 

1989-90 expenditures (Budget Act) .................. . 
Adjustments, 1989-90: . 

Rural and community health 
Cigarette and Tobacco Products Surtax (C&T) 

Fund, ch 1331/89 ............................ .. 
Family health . 

C&T Fund, Ch 1331/89 ........................ .. 
Transfer federal maternal and child health 

funds from local assistance .................... . 
Preventive medical services 

C&T Fund, Ch 1331/89 ........................ .. 
Site mitigation support restoration, Ch 1032/89. 
Hazard Evaluation System and Information 

Services (HESIS) expansion .................. . 
EnVironmental health 

Site mitigation support restoration, Ch 1032/89. 
Reorganization - Office of Drinking Water .... 

Office of Drinking Water 
. Reorganization - establish office ............... . 
Laboratories e 

Site mitigation support restoration, Ch 1032/89. 
Federal Superfund reduction ................... . 

Employee compensation increase ................. . 
Chaptered legislation .............................. . 
Administrative adjustments ....................... .. 

1989-90 expenditures (revised) ...................... . 
Adjustments, 1990-91: 

Rural and community health 
State Legalization Impact Assistance Grant 

(SLIAG) adjustment .......................... . 
C&T Fund ..................................... .. 
Vital Records Improvement Project ............ . 

Positions 
1,793.5 

-94.1 

94.1 

-1.0 
1,792:5 

3.0 
38.5 

General 
Fund 

$93,914 

-2,839 

2,839 

1,959 
4,080 
-54 

$99,899 

All Funds 
$155,635 

1,673 

246 

1,282 

3,'l127 
604 

393 

'l125 
-4,178 

4,178 

3,~65 
-2'l12 
2,598 

10,344 
-109 

$179,161 

594 
1,399 

350 
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DEPARTMENTiOF·HEALTH SERVICES-:-Continued '" 
Table 5-Continued 

°C 

Department of Health Services 
'Public Health Support .' 

Proposed 1990-91 Budget Changes 
(dollars in thousands) 

Family health 
,.SLIAG adjus~ent ....... "'" .,: .................. . 
·C&tFund: ... : ......... : ........................ . 
Ttansfer pcisitionsfrom 'maternal and child 

· " health to Medi-Cal" ... ; ... ::.: ...... : I ••••••••.•• 
Reduce transfer of federal funds from local 
, assis~ance., ............... , ...... , ........ ; .... ::: 
Perinatal substance abuseprograffi expansion ., 

Office of AIDS 
Data management increase ..................... . 

Preventive medical services 
SLIAG adjustment ........... :.: ..... : ..... .': ... :. 
C&T Fund ....................... :.-..... : ........... . 
Air toxic hot spots ......... ,; .... ; ........ '.; ..... .. 
Proposition 65 health function centralization .. . 
Childhood lead poisoning prevention program . 
HESIS expansion ........................... , .... . 

· l'rocessed foods testing program ................. . 
Environmental health . 

Review and approval of drugs for AIDS ........ . 
Processed foods testing program ................ . 
10nizing radiation inspections ................... . 
Low-level radioactive waste ...................... . 
·Reorganization -.office of Drinking Water ... . 

Office of Drinking Water 
Reorganization - establish office. '" ........... . 
. Safe drinking water program expansion ........ . 

Laboratories ' 
SiJAG adjustment ............................... . 
Low-level radioactive waste ..................... . 

· , Cytology lab testing program ................... . 
Federal Superfund reduction .................. .. 
Environmental laboratory accreditation ........ . 

,. Processed foods testing program ..... , .......... . 
FUli-year costs of 1989-90 employee compensation 

in,creases ........................................ .. 
Back out chaptered legislation .................... . 
Ba,c,k out current-year reappropriations ........... . 
Administrative adjustments ........................ . 

1990-91 expenditures (proposed) .................... . 
Change from 1989-90 (revised): 

Ainount. ............................................. . 
l,lercent ............. :' .................................. . 

Positions 

.7.0 

-4.0 

3.0" 

2.0 

24.0 
804 
3.0 

10.5 
6.5 

2.0 
12.0 
8.2 
1.0 

-10.5 

10.5 
11.0 

5.0 

2.0 
21.0 

-1.0 --.-
1,955.6 

163.1 . 
3.2% 

General 
Fund 

~121 

108 

331 
163 

447 

-207 
. 1,oin 

211 

-3,480 

3,480 
578 

428 

2,334 

1,427 ' 
-4,080 
-3,428 

" ' ' 1,162 
$1()(),309 

$410 
0.4% 

Item 4260 

All Funds 

-59 
130 

. "-202 .. 

-':484 
654 

:'J:. : 

108 

-21 
-1,846 

786 
331 
163 
325 
44'r 

" '1,057 
211 
217 

-2~503 

2,503 
578 

-22 
10 

428 
-74 
160 

.. 2,334 

1,879 
-10,344 

, "":3,719 
. 1,517 

$176,068 

;-$3,093 
.-1.7% 

Local Assistance. The budget proposes $1.7 billion (aJl funds) iii'local 
assistance for public health services in 1990-91. This represents adecrease 
of $335 million, or 16 percent, below estimated current-year expendi
tth:es. Table 6 presents local assistance expenditures, by program; for 
1988-89 through 1990-91. . 
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Table 6 
Department of Health Services 
Public Health Local Assistance 

Expenditures and. Funding Sources 
1~ through 1990-91 
(dollars in thousands) 

Actual Est. Prop. Chang,e From 1989-90 
1988-89 1989-90 1990-91 Amount Percent 

Family health 
Family planning ........................... $35,323 $13,300 .$12,800 -$500 -3.8% 
Maternal and child health ................. 30,599 36,911 $35,182 -1,729 -4.7 
Genetically handicapped persons ......... _ 8,012 10,361 13,821 3,460 33.4 
California children's services .............. 68,054 94,958 90,663 -4,295 -4.5 
Child health and disability prevention .... 22,035 41,314 40,544 -'(70 -,--i,9 
Genetic disease prevention ................ 2,248 2,741 1,679 -1,062 -38.7 

Subtotals ................................. $166,271 $199,585 $194,689 -$4,896 -2.5% 
Rural and community health 

Primary health care ....................... $23,043 $51,298 $54,367 $3,069 6.0% 
C~lUnty . health services .................... 1,164,333 1,329,060 1,017,309 -311,751 -23.5 
Vital Records Improvement Project ...... 400 600 540 -60 ~10.0 
California Healthcare for Indigents 

Program .................................. 336,716 350,404 13,688 4.1 
Subtotals ................................. $1,187,776 $1,717,674 $1,422,620 -$295,054 -17.2% 

Office of AIDS ............................... $52,437 $50,429 $44,375 -$6,054 -12.0% 
Preventive medical services 

Infectious diseases ......................... $8,673 $6,902 $8,318 $1,416 20.5% 
Chronic diseases ........................... 6,794 6,798 7,099 301 4.4 
Smoking prevention program ............. 91,538 61,146 -30,392 -33.2 

Subtotals ................................. $15,467 $105,238 $76,563 -$28,675 -27.2% 
Division of laboratories ..... -................. 1,008 .....: 

Totals .................................... $1,422,959 $2,072,926 $1,738,247 -$334,679 -16.1% 
Funding Sources 
GenerafFund ................................ $1,203,113 $1,136,735 $961,444 -$175,291 -15.4% 
Federal funds ................................ 31,560 35,396 25,872 -9,524 .~26.9 

State'Legalization Impact Assistance 
Grant. ...................... : ............... 177,709 255,628 276,577 20,949 .8.2 

Miscellaneous reimbursements (audit re-
coupments) ................................ 84 1,152 1;152 -

Family repayments .. ......................... 1,152 1,303 1,303 
County Health Services Fund . ............... 2,450 2,450 2,450 
County Medical Services Program Account. 6,095 1,293 1,293 
Medically Indigent Services Account ... ..... 249 
Local Health Capital Expenditure Account. 147 
Vital Records Improvement Project Fund . .. 400 600 540 -fjO -10.0 
Cigarette and Tobacco Products Surtax 

Fund ....................................... 640,814 467,616 -::-173,198 -27.0 

• Not a meaningful figure. 

The changes proposed for local assistance are primarily due to: 
• A decrease of $208 million in Cigarette and Tobacco Products Surtax 

(C&T) funds appropriated by Ch 1331/89 (AB 75, Isenberg) for 
various health-related programs. The reduction is primarily due to 
expenditure of one-time funds in the current year. 

• A proposal to reduce the AB 8 county health services program by 
$150 million (General Fund). 
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DEPARTMENT OF HEALTH SERVICES-Continued 
Table 7 

Department of Health Services 
Public Health Local Assistance 

Proposed 1990-91 B'udget Changes 
(dollars in thousands) 

1989-90 expenditures (Budget Act) ..... : ........................ . 
Baseline adjustments, 1989-90: 

Cigarette an!;l.Tobacco Products Surtax (C&T) Fund, Ch 
1331/89 ....................................................... . 

increase Medically Indigent Services Program (MISP), Ch 
. 1331/89 ....................................................... . 

Reappropriate unspent funds from 1988-89 ................... . 
Transfer funds to Medi-Cal for outstationing eligibility 

workers, Ch 1446/89 .......................................... . 
Transfer federal maternal and child health (MCH) funds to 

support. ....................................................... . 
Subtotals .............................. ; ...................... . 

Caseload adjustments: 
California children's services .................................. . 
Genetically handicapped persons ............................. . 
Child health arid disability prevention ........................ . 

Subtotals ..................................................... . 
1989-90 expenditures (revised) .................................. . 
Baseline adjustments, 1990-9i: 

Reduce C&T appropriation, Ch 1331/89 ...................... . 
Back out reappropriations .................................... ; . 
Back out one-time funds for AIDS research center .......... . 
Add back funds from Medi-Cal, Ch 1446/89 .................. . 
Add back MCH funds transferred to support ........•......... 
Reappropriate Lyme Disease funds ........................... . 

Subtotals ..................................................... . 
Caseload adjustments: 

California children's services .................................. . 
Genetically handicapped persons ............................. . 
Child health and disability prevention ........................ . 
County medical services .. ' .................................... .. 
County health services (AB 8) population .................... . 

Subtotals ..................................................... . 
Program change proposals: 

Increase State Legalization Impact Assistance Grant 
(SLIAG) ..................................................... . 

Reduce county health services (AB 8) ........................ . 
Reduce MISP ................................................... . 
Increase California Healthcare for Indigents Program ....... . 
MCH - federal funding changes ............................. . 
Perinatal substance abuse reimbursement .................... . 
Transfer to Medi-Cal, Ch 980/88 .............................. . 
Poliomyelitis vaccine ........................................... . 
Reduce Vital Record~ Improvement Project ................. , . 
Incre,ase AIDS Medi-Cal waiver ............................... . 
Transfer AIDS pilot care data funds to support .............. . 

Subtotals ..................................................... . 
1990-91 expenditures (proposed) .... : .................... : ...... . 
Change from 1989-90 (revised):' , 

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

General Fund 
$1,085,852 

26,597 
1,872 

-1,000 

($27,469) 

22,008 
1,016 

390 
($23,414) 

$1,136,735 

-1,872 
-4,595 

1,000 

301 
( -$5,166) 

-:4,295 
.3,460 
-519 

1,431 
($77) 

-150,000 
-25,000 

7,795 

-3,400 
291 

220 
-108 

( - $170,202) 
$961,444 

-$175,291 
-15.4% 

Item 4260 

All Funds 
$1,382,511 

640,814 

26,597 
1,872 

-1,000 

-1,282 
($667,001) 

22,008 
1,016 

390 
. '($23,414) 
$2,072,926 

-207,748 
-1,872 
-4,595 

1,000 
1,282 

301 
(--;$211,632) 

-4,295 
3,460 
-519 
1,293 
1,431 

. ($1,370) 

20,949 
-150,000 
-25,000 

34,550 
-3,011 

1,152 
-3,400 

291 
-60 
220 

-108 
( -$124,417) 

$1,738,247 

'::"'$334,679 
-16.1% 
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• A proposal to reduce the Medically Indigent Services Program 
(MISP) by $25 mlliion (General Fund). 

• A proposed appropriation of $35 riilllion in C&T funds for the 
California Healthcare for Indigents Program (CHIP). 

• An increase of $21 million in State Legalization Impact Assistance 
Grant (SLIAG) funds for various health services to newly legalized 
persons. 

Table 7 reflects proposed budget changes affecting local assistance 
expenditures in 1990-91. 

Major Problems. Getting Information on the Public Health Budget Request 

Wetecominend that the deputy directors responsible for the Admin
istration Division and-public health programs, and the Department of 
Finance, report- at budget hearings regarding (1) why the department 
hasnot been able to provide basic information to the Legislature on its 
public health budget request and (2) what they plan to do to rectify 
this situation in the future. 

',I, . 

The Legislature is confronted with major problems in its review of the 
department's public health budget request this year. In the past, in order 
to facilitate legislative review, we have always requested additional 
information from the department on some program budgets or proposed 
changes, or withheld recommendation on funds requested by the depart
ment pending submission of additional information. This is the first year 
that we have withheld on two entire budgets - for maternal and child 
health local assistance alid AIDS programs - because the Legislature has 
not been presented ·a spending plan and an accounting of available funds. 

Maternal and Child'Health (MCH) Local Assistance. The budget 
requests a total of $'35.2 million for MCH local assistance. This amount 
includes a General Fund augmentation of$7.9 million based on antici
pated reductions in available federal funds. At the time we prepared this 
analysis (e~rly February), the department had not provided a plan for 
spending the funds requested. SpeCifically, the department has not 
provided (1) the ainounts of federal and General Fund monies it plans to 
spend for each of the various MCH programs, (2) information on 
current-year spending, and (3) information on the current status of the 
federal MCH block grant. We requested this information in early 
D.ece.mber 1989. Witho'ut this information, the Legislature cannot assess 
(1) the amount of current-year federal funds the department expects to 
carryover for expenditur~ into the budget year and to what extent 
federal funds will be insufficient to support programs at their current
year level or (2) the· department's· proposed spending priorities . 

. We discuss the problems with the MCH budget request in more detail 
ih our section on family health programs. . 

Office of AIDS. The budget proposes a total of $50.9 million, excluding 
federal special projeCts, for AIDS programs in 1990-91. At the time we 
prepared this analysis, the department had not provided (1) the amounts 
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DEPARTMENT OF HEALTH SERVICES-(ontinued 
it plans to spend for each of the various AIDS programs, (2) information 
on current-year spending, and (3) information on the amount offuilding 
reappropriated into the current year and how these funds are being 
spent. We requested this information in mid-October, as part of a request 
we submit every year for information needed to compile tables for the 
Analysis. Without this information, the Legislature cannot assess the 
status of the existing programs or the department's proposed spending 
priorities. 

We discuss these programs in more detail in our section on AIDS 
programs. 

We Do Not Know the Cause of the Problem. We do not know why the 
department has been unable to provide the basic information the 
Legislature requires. We have identified the ·following possibilities: 

• Poor Coordination Between·Piscal and Program Staff. It is possible 
that the public health and fiscal units of the department do not 
communicate when the budget is being developed. We found some 
evidence that this is a problem in our examination of the County 
Medical Services Program (CMSP) budget. The figures contained in 
the budget differed from'the figures cited by program staff. ·(We 
discuss the inconsistencies in the CMSP budget in our section on 
rural and cOmInunity health programs.) 

• Problems in the Budget Office. The department reports in one oflts 
budget requests that its budget office is having' difficulty keeping 
pace with (1) the Legislature's requests for detailed budget docu
mentation, tables, and explanations; (2) service demands of pro
grams; and (3) requirements for efficient budget preparation .and 
maintenance, accurate· budgetary record-keeping and monitOring, 
budget management and control, and sophisticated and timely 
budget analyses. The department's assessment might explain the 
difficulty it has in providing bask budget information. 

• Lack of Fiscal and Administrative Expertise Among Program 
Staff. It is possible that. program staff lack the expertise required for 
monitoring, assessing, and compiling fis~al infor~ati()n. For example, 
the Office of AIDS indicated that it. was unabl~ to provide fiscal 
information, by program, on current-year and proposed 1990-91 
expenditures because the person who had compiled this information 
last year had left the office. 

• Low Departmental Priority. It is possible that the department 
assigns a low priority to explaining and justifying the department's 
public health budget request . 

Explanations Needed. The department's failure to provide basic 
budget information severely reduces the Legislature's ability to review 
the department's proposed public health budget, set policy and program 
priorities, and oversee the department's expenditures. However, the 
Legislature cannot take effective action to improve this situation without 
knowing the reason for the administration's inability to. provide the 
Legislature with the basic budget information it requires. Accordingly, 
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we recommend that the deputy- directors responsible for "the'Adminis
tration Division and public he1alth programs, .and the Department of 
Finance, report at budget hearings on (1) why-the department has not 
been able to proVide basic budget::imormation to the Legislature onits 
public 'health budget request 'and (2) how they plan to' rectify this 
situatiori in the future. 

A. RURAL ~ND COMMUNITY HEALTH 

Funding for County ,He~lth Services,Progra!"s . " .. ' 
,The budget propos~s$1.4 b@oIl (allfunds)J()r county :health,senic~s 

in 1990~91. This, is a decrease. of$300iriillion" or 18 percent, below 
e~timatede~pendihll:es in t,he cUJ,'rent year. Table" 8presEmtsco~t~ 
health serVices expeJ;ldimresJor 1988~89 through 1990-91. .', .' '. 

, ' .> ," .". ,.,' , • ,. • , 't.' \ ;.",,' , 

TableS 
Department ()f :Health' Services 

COijl')ty HealthS~rvices 
Expendituresan,dFur'lding Sources 

, 1988-89 t!1roug!1 1990-9,1 
, (dollars'inmillions) 

Fund'.' 
Medically Indigent Services 'Program .•. General· 

" ·"SLIAG, 
County Medical Services Program,. , . , , Gener!li 

..., C&T •. 
SLIAG ' .' 

County health services (AB S,' ....... ' .. General' 
Public health subvention ............... General 

SLIAG 

C~orliia Heidthcare 'for Indigents' 
federal 

, Program, ..... :: ................... ; ... C&T'" 
Uncompensated care assistance':: .. ' .... C&T' 
County capital outlay ..•...•.. , ......... qlrT 
phi!dren's hospitals .. i','" ., .•...••....•. (j&T 
Gounty data ~ystems .................... C&T 

Actual Est. 
1988-89 '1989-90 

$494.9 . , ,.' $394.9 
, 143.2 208.9. 

55.2 60.4 

448.2 
0.7 

12.S 
~.5 

16.9 
'4.0 

470.1 
0.7 

, 13·11 
0,6 

336.7 
61.9 

, , 82.3 
.2.0 
10.0 

.' .' Totals .................. ' ........ : ...... ' ...... , .. : ~1,155.5 ,$1,$.3 

Charlg~F:'hm ' 
Prop. 1989-90 to' 1990-91' 

1990-9[ Amount. Fercent 
,$369;9 ,.' .",,$25.0. ' .... 6.3% 

219.3 '. 10.4 '. q,Q: 
60,4. 
16.5 ..:..0:4 ~2.4 \. 
5:3' L3' '32.15' 

321.5. ' -.148.6 ,,-31:6 
0.7 

17.5 
0:6 

350.4 

1.9 

$1,364.0 

, , 13.7, i ;,',,4:/ 
-61.9,' -1()();Q 

.,..S2.3 i ",-100.0, 
-0.1'" ...:5.0 

..... 10.0' i.'ioo.<i 
-'-$299.3 

Funding Sources '. . . 
General Fund .......... ,........................... $999.0$926.1 $752.5 -$173.6 -18.7% 
Cigarette and Tohacco·ProductsSurtax (CV;T) , " , 

, . , 
FUl1d ............... " •....... i.· ••••• .' .......... : ••••. ,. , 509.8 368,8 .-141.0 "..,77.7 

State Legalization Impact Assistance Grant 
(SLIAG) Fund ............. : ..... : .. :: .... ::..... 156.0 '226.8 ,242.1 15.3'"'6.7 

Federatft!nds ........ ;".: ............ -~' .. ~ .. ;.......... as- . 0.6 0.6·: ,", " 

The ch~gesproposed forc'()tinty healtll~e~vices are primarilyclile to: 
" . .... '.' :' .. '.' . '". "',' .. 

• A reduction of $154.2 million in, Cigarette and Tobacco Products 
Surtax, (C&T) funds to 'reflect the expenditure, in the .currellt Year of 
one-time appropriations in Ch 1331/89 (AB75,. Isenberg)" . , 

.. A net reduction of$148.6 million (General Fund) in the ABB county 
health services program - c0nsisting of a· $150 miJlion reduCtion 
offset by a $1.4 million increase for population growth. 
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• A reduction of $25 million (General Fund) in the MedicallyJndigent 

Services Program (MISP). 
• An increase of $15.3 million in State Legalization Impact Assistance 

Grant (SLIAG) funds for services to newly legalized persons. 
• A net increase of $13.7 million in C&T funds for the California 

Healthcare for Indigents Program (CHIP) - Ii $29.9 millipnreduc
tion scheduled in Chapter 1331, offset by a $34.6 million increase. 

No Department Plan for Implementi~g $150 Million Reducti.,n, 
We recommend that the department,submit to th~ fiscal committees, 

prior to budget hearings, a plan for, implementing it~ proposed $150 
million reduction in the AB 8 cour'ty ,health services program and 
documentation of its assumptions regar.dingcounty revenues; 

The budget proposes $321.5 million in GeneralFund support fOF the AB 
8 county health services program. Thi~ is a decrease of $148.6 million, or 
32 percent, from estimated expenditures in the current yeat. This 
decrease is the net result of a proposed reduction of $150 million, offset 
by a proposed increase of $1.4' 'niillion for population growth. The 
administration is proposing legislation to authorize the $150 million 
reduction. 

The AB 8 (Ch 282/79, Leroy Greene) county health services program 
provides block grants to counties for funding inpatient care, outpatient 
care, and public health programs. Each county's allocation is based on a 
formula consisting of (1) a per capita grant and (2) state sharing funds 
that must be matched by county funds. This allocation is capped at a 
maximum amount each year, adjusted annually for inflation and popula
tion growth. 

The administration justifies the $150 million reduction on the basis that 
counties have received an additional $150 million in revenue through the 
Medi-Cal Program under the federal Omnibus Budget Reconciliation Act 
(OBRA)of 1986 and Ch 1441/88 (SB 175, Maddy), which implemented 
the OBRA in California. Under Chapter 1441, undocumented aliens may 
receive pregnancy-related and emergency services through the Medi-Cal 
Program. Prior to enactment of Chapter 1441, these services were 
provided by counties through their indigent health care programs, which 
are funded, in part, using AB 8 funds. 

At the time we prepared this analysis, the department had no plan for 
implementing this reduction. Specifically, the department could not 
provide (1) information on how the proposed AB 8 funding reduction 
would be allocated to counties, (2) documentation of its premise that 
. counties have received $150 million of additional revenue from Medi-Cal 
since enactment of Chapter 1441, and (3) information regardirighow 3.p.y 
additional revenues were distributed to counties. 

Without this information, the Legislature has no basis for determining 
the impact of the proposed reduction on county health services. We 
recommend that the department submit to the fiscal committees, priOl:tO 
budget hearings, its plan for implementing this reduction and documen
tation of its assumptions regarding county revenues. ' " 
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Medically Indigent Services Program (MISP) "Deferral" 

The proposed deferral of $25 million in· MISP expenditures has the 
same effect as a budget reduction. 

The budget proposes a General Fund appropriation of $369.9 million 
for the MISP. This is a decrease of $25' million, or 6 percent, from 
estimated expenditures in the current year. The budget presents this 
reduction as a, "deferral" of the last 1990-91 MISP paym~nt to counties 
from June 1991 to July 1991. The administration is proposing legislation to 
authorize this payment schedule. 

Although the budget refers to this proposal as a deferral; our analysis 
indicates it is actually a budget reduction. This is because, absent an 
appropriation ()r funding entitlement, counties have no guarantee of 
actually receiving the $25 million in 1991-92. 

In some programs, such as the Medi-Cal Program, deferrals would not 
be considered reductions. In fact, payment deferrals have been sched
uled for the last several years in the Medi-Cal Program. However, the 
Medi-Cal PrograIIl differs from the MISP in several ways. First, expen
ditures are made on a "cash" basis; in other words, expenditures are 
.recorded in the year bills are paid, not th~ year obligations are incurred. 
Consequently, delaying a payment by several days - into a new fiscal 
year - can have a majpr effect on expenditures. In the MISP, because 
expenditures are recorded in the year im obligation is made, delayed 
payments are recorded in the year of the appropriation, not the year of 
the payment. . 

Second, the Medi-Cal Program is an entitlement program. The budget 
appropriation amount does not affect the' state's obligation to pay 
Medi-Cal bills. In contrast, the amount comities receive under the MISP 
is controlled by the appropriation for the MISP. Withnut an appropria
tion, there is no. obligation to make the payment. 

The proposed legislation does not res~lve these problems. In fact, the 
proposed legislation appears' ~o merely authorize payment of $25 million 
of the proposed 1990 Budget Act appropriation after the close of 1990-91. 
This does not change expenditures that would be recorded in 1990-91, nor 
create an obligation for paying counties an additional $25 million above 
the 1990-91 appropriation. 

Court Decision Could' Significantly Increase State Costs 

A recent court decision in the Kinlaw case could significantly 
increase state costs for health services provided to medically indigent 
persons. 

On. January 18, 1990, the State Court of Appeals handed down' a 
decision in Frances Kinlaw et al v. State of California that could 
significantly increase state costs for health services provided to medically 
indigent persons. The effect of this decision could be to require the state 
to fund all costs for medically indigent adults (MIAs). 

Background. In 1982, Ch 328/82 (AB 799, Robinson) eliminated 
Medi-Cal coverage for MIAs, thereby making counties responsible for 

21--80282 
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providing health .care for MIAs. The Legislature established the MISP in 
1982 to distribute funds to counties for indigent health care costs resulting 
from this, change. The level of funding was initially set based on 70 
pe:rcent of Medi-Calc~sts for MIA health services plus 100, percent of 
Medi-Cal MIA elig,bility, determination costs. Counties with popuhltions 
of less than 300,000 (1980 Census) may contrllct with the state to provide 
these services through the County Medical Services Program (CMSP). 

Prior to 1985-86, funding for both programs was distributed from the 
same appropriation. Since 1985-86, t4e CMSP's funding level has been 
established separately, based Q~l ca..seload and cost trends. State, funding 
for the MISP has decreased from $520million in 1985~86 to $395 millionin 
1989-90. This is a decrease of $125 ~illi(m, or 24 percent. State funding for 
the CMSP, has increased from $,46 million in 1985-86 to $60 million in 
1989-90. This is an increase of$14 million, or 31 percent. ' 

The MISP counties have n;lceived several new sources of funding for 
indigent health care in recent .years. The federal Immigration Reform 
and Control Act (!RCA) of 1986, the Omnibus Budget Reconciliation Act 
(OBRA) of 1986, and Ch'14:41/88 (SB 175, Maddy) extend Medi-Cal 
coverage to newly legalized persons andundoctiinented aliens. County 
services for these populations had previously been funded primarily from 
county funds. Counties also receive a share of State Legalization Impact 
Assistance Grant (SLIAG) funds, provided by the !RCA, to support 
services provided to newly legalized persons that are not reimbursable 
through Medi-Cal. Chapter 1331, Statutes of 1989 (AB 75, Isenberg), 
appropriates $336 million from the" Cigarette and Tobacco' Products 
Surtax (C&T) Fund in 1989~90 for indigent health care services in MISP 
counties through the California Healthcap:l for Indigents Program. 

The Kinlaw Case. The plaintiffs, in Frances Kinlaw et al v. State, of 
California asked for a temporary irijuhction against the state's 1982 action 
eliminating Mc;ldi-Cal coverage for MIAs. The suit seeks to compel the 
state to provide the resources necessary for providing health services to 
MIAs by arguing that the state imposed' an unfunded mandate on 
counties in its 1982 action. This argument is similar to that made by Los 
Angeles and San Bernardino Counties fu their ongoing appeal of the 
Commission' on State Mandates decision on the' same issue. 

Initially, the Alameda County Superior Court ruled that the plaintiffs, 
who are indigent persons in Alameda County, did not have "standing" to 
bring the suit. The Court of Appeals subsequently ruled that the Alameda 
'County Superior Court erred in rejectirig the suit and remanded the case 
to the Superior Court. In making its ruling, the Court of Appeals held that 
shifting costs for indigent health care from the state to Alameda County 
constituted a state-mandated program. 

It is likely that the state will appeal the Court of Appeals decision to the 
State Supreme Court. The ultimate outcome of the case is uncertain. If 
the plaintiffs eventually' win, the state could be required to fully fund 
health care costs for MIAs back to 1986~87, when the,first,mandate claim 
was filed. ' 
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Estimating the Costs of Funding Services for MIAs. The magnitude of 
these cost increases could vary significantly depending on the answers to 
the following questions: . 

• What· standard of care would· the state be required to fund? 
• Would the state be required to fund services based on Medi-Cal costs 

for MIA care? If so, would the. state be required to fund services at 
the 70 percent or 100 percent level? 

• Could SLIAG and C&T funds be counted towards the state obliga
tion to fund health services for MIAs? 

• Would counties be required to document their costs for services to 
MIAs? What if they were unable to separate costs for MIAs from costs 
for other indigents? 

Putting aside these questions, we estimated state costs for funding MIA 
services in several different ways. These estimates are based on estimates 
we have developed over the past several years of the level of underfund
ing in the MISP. It should be noted that these are very rough estimates, 
each with a number of caveats. These caveats, which result from lack of 
data, include: 

• We cannot estimate who is currently eligible for the MISP arid how 
this differs from the former MIA caseload in the Medi-Cal Program. 
This is complicated by different county eligibility requirements for 
the MISP. 

• We do not know if 70 percent of Medi-Cal filndiilgcovers county 
costs in providing services for this population, as was assUmed when 
the MISP was initiated in 1982. We include estimates for both 70 
percent and 100 percent of Medi-Cal funding for services to this 
population. 

We cannot recommend which, if any, of the five methods we used are 
the most appropriate way to estimate the level of underfunding in the 
MISP. Table 9 identifies the five methods and displays the level of 
underfunding calculated using each method. 

Table 9 shows that our estimates of funding MIA services in the current 
year range from $633 million to $1 billion. The first column shows that this 
translates into increases of $238 million, or 60 percent; to $605 million, or 
153 percent, over budgeted General Fund expenditures for the MISP in 
1989-90. 

The second column shows that, if $100 million in SLIAG funds were 
considered to be available for funding MIA services, the increases needed 
. would be $138 million to $505 million. The third COIUII.ln shows that, if 
$100 million in SLIAG funds and the $337 million for the CHIP were 
considered to be available for funding MIA services, the increases needed 
would be up to $168 million.' 

I 
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Tabie 9 

Department of Health Services 
Costs. of Funding Services for Medically Indigent Adults (MIAs) 

From Alternative Funding Sources 
1989-90 

(in millions) 

Alternative Funding Sources 
General Fund General Fund, 

1989 Budget' Act 
Method 1: Compare the level of Medically Indi

gent Services Program (MISP) funding to . 
. ' County Medical Services Program (CMS~)·. 
funding. 

Full funding ... '.' ................................ . 
Difference from. 1989 Budget Act .............. . 

Method 2: Reestimate 70 percent of the health' 
services costs and 100 percent of the admin
.istrative costs for MIAs in the Medi-Cal Pro
gram in 1982-83; increase by (a) population 
growth artd (b) inflation 

Full funding.: ..... : ............................. ; .. . 
Difference from 1989 Budget Act .............. . 

Method 3: Reestimate 100 percent of health ser
vices andadministratlve costs for MIAs in . 

'the Medi-CaiProgram in 1982:83; increaSe 
by (a) population growth and (b) inflation 

Full funding ............ ; ................ ; ........ . 
Difference from 1989 Budget Act .............. . 

Method 4: Reestimate 70 percent of the health 
. services costs and 100 percent of the admin

istrative costs for MIAs in the Medi-Cal Pro
gram in 1982-83; increase by Medi:Cal cost 
increases 

Full funding ................................ : .... . 
. Difference from 1989 Budget Act .............. . 

Method 5: Reestimate 100 percent of health ser- . 
vices and administrative costs for MIAs in 
the Medi-Cal Program; 4tcrease by Medi-Cal 
cost increases . 

Full funding ..................................... . 
'. Difference from 1989 Budget Act .............. . 

and $100 Million 
$100 Million SLI4G, 

General Fund SLIAG· and CHIpb 
$395 $495 $832 

681 
286 

749 
354 

1,000 
605 

633 
238 

875 
480 

681 
186 

749 
254 

1,000 
505 

633 
138 

875 
380 

749 
-83 

1,000 
168 

633 
-199 

875 
43 

• State Legalization Impact Assistance Grant. $100 million is the amount the Governor reduced from: the 
1989' General Fund MISP appropriation on the basis that SLIAG funds were available. 

b California Healthcare for Indigents Program. The CHIP was established by Ch 1331/89 (AB 75, 
Isenberg) in order to fund health services for indigent persons. . 

Potential Impact of an Adverse Ruling. The final outcome of this case 
will not be known for some time. This is because after the Supreme Court 
considers the issue, the Superior Court would be required to determine 
what remedy to impose, if any. Additional litigation could follow. 

If this case is finally resolved in favor of the plaintiffs, the additional 
liability for ongoing services is potentially up to $605 million annually, as 
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we discussed earlier. In addition; the state could be liable for reimbursing 
counties for. their uncompensated costs in providing services back to 
1986-87. These costs are clearly considerable. 

Inconsistencies. in ~ounty Medical Services Program (CMSP) Budget . 
. We rec:ommend that, prior to buti,get hearings, the department (1) 
reconcile the proposed budget and its estimates of case load and cqsts 
and submit revised proposals and (2) provide information on the 
impact of proposed Medi-Cal optional benefits changes on. the CMSP. 

The' budget proposes $60.4 million' in General Fund support for the 
CMSP. This is the same level of General Fund support as in the current 
year. The budget proposes $83.4 million from alLfunds, which is an 
increase of $2 million, or 3 percent, above estimated current-year 
expenditures. 

Our review of the budget proposal revealed two -inconsistencies that 
need. to be resolved: -

. 1. The CMSP budget is inconsistent with the caseload and cost estimates 
provided by the department. The Fund Condition Statement for the 
CMSP Account in the Governor's Budget indicates that the program will 
have a reserve of $7 million at the end of the current year and $16 million 
at the end of the budget year. This implies that $9 million of the proposed 
General Fund appropriation will be used to add to program reserves. 

The caseloadand cost estimates submitted by the department contain 
entirely different numbers on the reserves. The estimates reflect a 
reserve of $2.8 million at the end of the current year and $640,000 at the 
end of 1990-91. The estimates assume that the program will spend $2.2 
million of· it.s re~erves to pay for program costs ill ~990-91. 

The department was unable to reconcile these inconsistencies. 
2. The CMSP budget does.not reflect proposed Medi-Ca'z changes. The 

scope of benefits provided by theCM~P is tied to the scope bf benefits 
provid~d by Medi-Cal. However, the CMSP budget does not reflect the 
administi"ation'sproposal to eliminate siX optional ben¢fits currently 
funded under Medi-Cal. Therefore, to the extent that Medi-Cal reduces 
these benefits, the CMSPbudget would be affected. The department was 
unable to provide a complete estimate of CMSP costs related to these 
seryices. However, it estimated that the CMSP will spend roughly 
$480,000 in the current year on emergency medical transportation, one of 
the services proposed for elimination. . 

We recommend that, prior to budget hearings, the department (1) 
reconcile the proposed budget and its estimates of caseload and costs and 
submit revised proposals and (2) provide information on the impact of 
proposed Medi-Cal optional benefits changes on the CMSP. 

No Information on California Healthcare for Indigents Program (CHIP) 
Augmentation 

We recommend that, prior to budget hearings, the department submit 
information to the fiscal committees on the allocation of the proposed 
$34.6 million augmentation from the Cigarette and Tobacco Products 
Surtax (C&T) Fund for the CHIP. 
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The budget proposes $350.4 million from the C&T Fund for the CHIP 

in 1990-91. This includes $315.8 million appropriated in Ch 1331/89(AB 
75, Isenberg), which established the CHIP, and an augmentation of $34.6 
million proposed in the 1990 Budget Bill~ The proposed 1990-91 funding 
level is an increase" of $13.7 million, or 4 percent, from estimated 
expenditures in the current year. This increase is the net resulrof a $20.9 
million reduction in appropriations available from Chapter 1331 offset by 
the proposed augmentation of $34.6 million. 

At the time we prepared this analysis,'the department had not 
provided information on how the $34.6 million'in C&T funds proposed in 
the Budget Bill would be distributed. The distribution of funds may, be 
different from that authorized by Chapter 1331 because the proportion of 
the proposed augmentation coming from each C&T Fund account differs 
from the proportions assumed in Chapter 1331. For example, 60 percent 
of the funds appropriated by Chapter 1331 comes from' the Hospital 
Services' Account, while 30 percent of the proposed augmentation 'comes 
from the Hospital ServiCes Account. 

The Legislature needs information about the distribution of these funds 
in order to determine if iUs consistent with Chapter 1331. Therefore, we 
recommend that, prior to budget hearings, the department submit 
information to the fiscal committees on the allocation of the proposed 
$34.6 million augmentation from the C&T Fund for the CHIP. 

We discuss alternate uses for these funds as part of our status report on 
implementation of Proposition 99 in The 1990-91 Budget: Perspectives and 
Issues. 
Concerns Over Implementation of Expanded Access to Primary Care 
(EAPC) Program , . 

We recommend that, prior to budget hearing~; the department (1) 
report on how it intends to. establish funding priorities, (2/ submit 
documentation supporting the statewide uniform rates it developed, 
(3) provide the basis for its decisions regarding capacity expansion 
funds, and (4) report on. how it intends to address concerns regarding 
proposals precluded from the funding process~ " .' 

Chapter 1331, Statutes of 1989 (AB 75, Isenberg), established the EAPC 
Program and,appropriated $19.7, million in i989-90 .and $18.3 million in 
1990-91 from the C&T Fund to support the program. The purpose of the 
EAPC Program is to reimburse primary care clinics for expailding 
services to indigent persons. " 

Chapter 1331 requires the department to: , 
• Give funding priority to clinics providing services in medically 

underserved areas or to medically underserved populations. Specifi
cally, the department must (1) take into account the availability of 
primary care services in the various geographic areas of the state, (2) 
determine which areas within"the state have populations with clear 
and compelling difficulty in obtaining access to primary care,and (3) 
give equal consideration to proposals from new and existing provid
ers to extend services to these populations. 
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• Develop a statewide uniform rate for reimbursing clinics for outpa
tient visits. Chapter 1331 also allows the department to establish a 

" separate,'. statewide uniform rate for reimbursing clinics for. case 
management services. In developing, these, rates, '. the department 
must consider existing rates of payment for comparable types of 

.·servjces. The reimbursement ratE) for case management services may 
not exceed 10 percent of the rate established for an outpatient visit. 

Chapter 1331 also specifies., that $10 million of the $19.7 million 
appropriated for 1989-90 may be used for grants to modernize climc 
facilities or expand primary care capacity in order to provide adequate 
'access' to clinic services: 

The department is currently implementing Chapter 1331. It has 
established a statewide uniform reimbursement rate for outpatient visits 
($65) and case management services ($6.50). A request for application 
(RFA) was distributed to over 500 clinics in late December. The RFA 
consists 0'£ two parts:. part I for funding expanded services and part II for 
funding.clinic modernizatioll or capacity expansion. 

We have several concernS with the implementation activities currently 
underway by the department: 

1. The department has not establi~hed specific funding, priorities. 
Chapter 1331 requires the department to examine the availability of 
primary care services and use this information to establish funding 
priorities for the EAPC Program. The department advises that it will rely 
on fedE)raldesignations of medically ullderserved areas and populations, 
supplemented by its experience with primary carE). providers, in making 

· funding decisions. Given the number of applications the department may 
receive, we believe the department needs more specific criteria for 
establishing funqing priorities.. ' .' 

2. The department has not provided any documentation supporting the 
statewide. unifotm, rates it has developed:' .We requested a copy of 
information considered by the 'department in developing the rates, 
including existing rates for these services paid by Medi-Cal, Medicare, 
and 'any other payors. Although the department indicated that it 
reviewed other rates in establishing the outpatient visit and case 
Illatulgemenf rates; it was unable to provide these rates or any specific 

· documentation supporting the rates it established; 
3. The RFA appears to preclude some capacity expansion proposals 

from the funding process. The RF A speCifies that a clinic may only 
receive as much innioderniza.tion or capacity expansion funds as it 
receives in expanded services funds. This precludes proposals for major 
capaCity expansions (new clinics, for example) that could significantly 
increase access to primary care in underserved areas or populations but 
would cost more than this criterion would allow. It also appears to 
preclude proposals from clinics that are currently at maximum capacity 

· and therefore cannot expand their services until after they expand their 
capacity. , 
, Our analysis suggests.thatthe department's decisions on implementing 

the EAPCProgram may reduce the program's effectiveness. We recom-
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mend that, prior to budget hearings, the department (1) report on how 
it intends to establish funding priorities, (2)' submit documentation 
supporting the statewide uniform reimbursement rates it developed, (3) 
provide the basis for its decisions regarding capacity expansion funds, and 
(4) report on how it intends to address concerns regarding proposals 
precluded from the funding process. 

'Medically Indigent Services, Program (MISP): 
Services to Newly Legalized Persons 

We recommend that the department report, prior to budget hearings, 
on (1) the status of State, Legalization Impact Assistance Grant 
(SLIAG) program implementation and claiming issues and (2) the 
federal government's response to the department's revised application 
for SLIAG reimbursements. 

The budget proposes $219.3 million in SLIAG funds to reimburse MISP 
counties for health services provided· to newly legalized person.s. This is 
an increase of $10.4 million, or 5 percent, above estimatedexperiditures 
in the current year. 

In the 1989-90 Analysis, we raised concerns over the proposed level of 
SLIAG reimbursements to MISPcounties for he,alth serviCes to newly 
legalized persons. Our review indicated that the department's estimates 
of SLIAG funds needed for county health services might not be reliable. 
At the time of our analysis last year, the departinent had not processed 
any claims' for 1988-89, or completed processing claims for 1987-88. As a 
result, there was very little actual data with which to compare the 
estimates. . 

We have continuing concerns over the department's estimates: 

• The department has not updated its estimates to reflect any actual 
caseload experience. The ,department simply took 'the 19~9-90 esti
mate ~d increased it by 5 percent to account for increased medical 
care costs. The estimate has not been revised to reflect actual 
experience to date. 

• Final cost reports for 1981~88 or. 1988-89 claims have not been 
prepared. The result is that we have no better information with 
which to advise the Legislature than was available a year ago. 

• The department has not executed any agreements with counties for 
1989-90. Therefore, counties have not submitted any Claims for the 
current year. 

The department informs us that these problems are due to a number 
of program implementation and claiming issues involving counties, the 
state, and the federal government. First, implementation of the new 
federal Cost Documentation System (CDS) has been delayed due to 
contracting requirements. The department has not completed final cost 
reports for 1987-88 and 1988-89 because it anticipates that counties may be 
able to increase their claims using this system. ,The CDS uses social 
security number matching to identify newly legalized persons in the 
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caseload of various state and county programs. Eight MISP cqunties are 
currently: using the CDS, and additional counties may choose to partici
pate. 

Second, the methodologies proposed by Los Angeles,: Riverside, and 
some other counties for documenting costs using sampling techniques are 
still under federal review. The counties, the state, and the federal 
governm!:'lnt' have been discussing these methodologies for over a year. 
One of the major problems has been that the federal regulations were 
issued after some of the counties 'completed their sampling. 

Third, new· federal regulations reqUire changes. in the method for 
estimating SLIAG-reimbursable expenditures. Specifically, the new fed
eral regulations require that estimated expenditures. reflect actual expe
rience. The department advises that it has revised its methodology and 
updated its 1989 and 1990 federal· SLIAG applications to reflect the 
revised methodology. The new. spending estimates contained in the 
revised application are for federal fiscal years, so comparisons are not 
exact. However, the new spending estimates appear to be higher: the 
estimates for federal fiscal year 1990 (October 1989 through September 
1990) are 19 percepthigher than the amounts shown in the state's 1989-90 
expenditure estimate .and 14 percent higher than proposed 1990-91 
spending. At the time this analysis was prepared, the federal government 
had not responded to the revised applications. 

As a result of . these circumstances, there continues to be major 
uncertainty over tl1e budget proposal for reimbursing MISP counties. for 
SLIAG-related costs. We recommend that the department report, prior 
to budget hearings, on (1) the status of SLIAGprogram illlplementation 
and claiming issues and (2) the federal government's response to the 
department's revised. application for SLIAG reimbursements. 

County Medical Services Program (CMSP): 
Services to Newly LE!gCllized Persons . , 

We recommend tha(, prior to budget hearings, the department report 
on (1) the status of CMSP claiming using the federal Cost. Documen
tation System (CDS) and (2) any adjustments to its budget proposal 
based on the CDS results. 

The budget proposes $5.3 million in SLIAG funds to reimburse the 
CMSP for services to newly legalized persons. This is an increase of $1.3 
million, or 31 percent, above eStimated expenditures in the current year. 

The department advises that it will claim SLIAG funds for services 
provided to newly legalized persons using the new federal CDS. The 
CDS uses social security number matching to identify newly legalized 
persons in the caseload of various state and county programs. The 
department has used. the CDS on a trial basis to estimate the number of 
newly legalized persons in the CMSP caseload.However, there have 
been delays i~plementing the CDS because of contracting requirements. 
As a result, the department has not determined the actual amounts it will 
claim for 1987-88 and 1988-89. The department anticipates that these 
amounts will be identified by April 1990. 
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Given this situation, the department's budget proposal' for the CMSP 

may need adjustment. Therefore, we recommend that the department 
report, prior to budget hearings, on ,(I) the statu~ ofCMSP claiming using 
the federal CDS and (2) any adjustments to its budget proposal based on 
the CDS results. 

Department Fails to Provide Information ,and Oversigh. 

We withhold recommendation on' $27.8 million in SLIAG funds to 
reimburse clinics for services to newly legalized persons; pending 
receipt of (I) a required report and (2) information from the depart
ment justifying its proposal. We also recommend that the Legislature 
adopt, Budget Bill'language requiring the department to (1) cover, 
specified information in its audit reviews ofclinicSLIAG claims,and 
(2) audit clinics with the largest claim amounts first." ," 

The budget proposes $27.8 million in SLIAG funds to n'iimburseclinics 
for services provided to newly legaliz~d persons. This is an increase of 
$4.7 million, or 20 percent, above estimated eXpEihditures in the current 
year. The budget also includes $471,000 inSLIAG funds to continue six 
audit and two investigative' positions in the Audits "and Investigations 
Division. These are positions initially established in the 1989 Budget Act. 

In the 1989-90 Analysis, we raised severru. concerns 6verthe depart
ment'sSLIAG claims reimbursement process foiclinics; and the lack of 
documentation supporting clinic claims for SLIAG reimbursements; "Our 
review revealed unjustified, amounts that, could result 'in federal audit 
exceptions. Due to these problems, the Legislature adopted language' in 
the Supplemental Report of the 1989 Budget ACt requiring the depart
ment to report by January 1,1990 on (1) its process for reviewing clinic 
claims for reimbursement and "(~),, th~ results of itsclink!~by-clinic 
evaluation of documentation supporting ,these claims., , ',,' " ", " 

We have two major concerns regarding the department's claims 
review process and SLIAG audit review program: 

1. Failure to Provide Information: At thefune we prepared' this 
analysis, the department had not submitted therequired report detailing 
its claims review process. Additionally, final cost"reports for 1987-88 
claims had not been prepared., The proposed budget: is ,based" on 
estimated costs that have not been revised to reflect actual experience to 
date. The result is that we.have, no better information with whi~l;lto 
advise the Legislature than was available a year ago. , 

2. Slow Start of Audit Oversight Program. At the time we prepared 
this, analysis, the Audits and Investigations Division had conducted only 
five audits of clinic SLIAG claims. Our review of two of the audit reports 
conducted so far indicates that these audits do not appear to be meeting 
the needs 'of the Legislature in protecting the,state from possible federal 
audit exceptions. We identified the following problems: 

• The audit reports did not answer the most critical question: Do 
documented costs substantiate the amounts' the depart:ment 'has ,paid 
to clinics for SLIAG-related services? ' 
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• The audit reports contained information conflicting with information 
we received from the Rural and Community Health (RCH) Division. 
For example,one report stated that the department had made no 

. payment to the clinic being reviewed, while RCH Division records 
indicate that over $40,000 had actually been paid. . 

• The methodology used to determine SLIAG-reimbursable costs 
include$ costs that may not be reimbursable under federal regula
tions. 

• Both audits reviewed clinics with relatively low (less than $60,000) 
claiming levels - in fact, one clinic had not received any SLIAG 
reimbursements. Other nonaudited clinics have been paid hundreds 
of thousands of dollars in SLIAG reimbursements. 

The Audits and Investigations Division informs us that it conducted 
these audits on a pilot basis and is currently revising the audit criteria to 
incorporate reviews of client eligibility, based on its discussions with the 
RCH Division. However, this may still leave unanswered the question of 
whether documented costs justify the amounts paid for SLIAG-related 
services. 

Based on these concerns, we withhold recommendation on the $27.8 
million in SLIAG funds proposed to reimburse clinics for services 
provided to newly legalized persons, pending receipt of (1) the required 
report and (2) information from the department justifying its proposal. 
Wealsb recommend that the Legislature adopt Budget Bill language 
requiring the department to' (1) cover specified information in its audit 
reviews of clinic SLIAG claims and (2) audit clinics with the largest claim 
amounts first. Specifically, we recommend that the Legislature .add the 
following language to Item 4260-001-001: 

In conducting its audit reviews of clinic SLIAG claims and reimbursements, the 
Audits and Investigations Division shall determine how total documented costs 
for visits by eligible persons compare with the amounts paid by the depart
ment. The division shall audit clinics in order of the size of their SLIAG claims 
and reimbursements, beginning with clinics with the largest claim amounts .. 

Department Fails to Corn ply with Legislative Reporting Requirements 

We withhold recommendation on $5 million for the Vital Records 
Improvement Project (VRIP) pending receipt of required reports. 

Chapter 1072, Statutes of 1986 (AB 3829, Rogers), established the VRIP 
Fund. Chapter 1072 provides that monies in the VRIP Fund are to be 
used for (1) establishing a new medium for permanent storage of state 
birth, death, and marriage (vital) records and (2) improving and 
automating state and local processing of these records. The VRIP Fund is 
supported by an additional fee collected from applicants who request 
certified copies of vital records. This fee.collection authority expires on 
December 31, 1990. The department.estimates the the VRIP Fund will 
receive a total of $16 million in fee revenue by that .time. 

The budget proposes $5 million for the VRIP to (1) continue a pilot 
project established in the current year and (2) contract for conversion of 
existing vital records to the new storage medium. The department 
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established a pilot project because the VRIP involves the development of 
highly advanced, Untested technology. To;implement the .pilot, the 
department entered into a $3.7 million contract with the IBM Corpora
tion in May 1989. The projected completion date is August 1991. 

Due to concerns over the newness of the technology and uncertainty 
over the results of the pilot project, the Legislature added Budget· Act 
language requiring the department to submit quarterly progress reports 
on the VRIP beginning September 30, 1989. The reports are to include 
any changes in timing, costs, or scope of the pilot project, and the results 
of each phase of the pilot project. The Budget Act also specified that the 
department could undertake activities outside the scope of the pilot 
project only after (1) approval of a feasibility study report by the 
Department.of Finance and (2) notification of the Legislature~ 

At the time we prepared this analysis, the department had not 
submitted either the September 30, 1989 01'·· the December-30, 1989 
reports: Therefore, we withhold recommend~tion on $5 million for the 
VRIP pending receipt of these required reports. 

B. OFFICE' OF AIDS 

As of December 1989, over 23,000 Californians have been diagnosed 
with AIDS, and almost 15;000 have; died. This is 6,000, or 35 percent, more 
diagnosed cases than had been diagnosed one year ago. Although the rate 
of' increase in AIDS cases has declined from' a year ago, the number of 
AIDS cases will continue to grow. AIDS is currently concentrated in 
specific groups and geographic areas. Over time, however, it is likely to 
become more pervasive throughout the general population. 

The Office of AIDS is responsible for funding information and .. educa
tion programs, conducting pilot projects, administering a testing pro
gram, analyzing the spread of the epidemic" providing technical. assis
tance, coordinating the activities of different state agencies, and 
promoting AIDS vaccine research and development. 

The budget proposes expenditures of $50.9 million, excluding federal 
special projects, in 1990-91 fcir the Office of AiDS. This is a decrease of 
$10.2 million, or 17 percent, below estimated spending levels in the 
current· year. 

The department reports that the $10.2 million reduction in General 
Fund support results primarily from the elimination in 1990-91 of 
one-time funds appropriated in the current year. This includes $4.6 
million for the San Francisco AIDS Research Center and $3.8 million for 
AIDS vaccine-related activities. . 

In . addition, the budget proposes $31.3 million in federal special project 
funds. This is a decrease Of $700,000, or 2 percent, below estimated 
current-year expenditures. The department advises that it is not able to 
estimate the amount of federal funding that actually will be available in 
the budget year. This is because of the uncertainty of the level of AIDS 
funding that will be available in the federal fiscal. year beginning on 
October 1, 1990. I 
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Department Provides No Information on. Office of AIDSB~dget 

We withhold recommendation on the entire $50.9 million budget for 
the Office of AIDS because the department has provided noinforma
tion on its spending proposal for this program. 

The budget proposes a total of $50.9 million in 1990-91 for the Office of 
AIDS. In past years, the department has provided detailed information on 
its baseline budget and programmatic changes, as well as information on 
expenditures in . prior.' years .. In the.cyrrent year, .how~ver, the dep~rt
ment has failed lb, provid~ basic information oncurrent-year,speriding 
and the proposed budget-year expenditures thattheLeglslature' n:iquires 
in order to review the 'Office ofAIJjS budget. At thetime\ve prepared 
this analysis (early February); the depaitment had provided rio informa': 
tion detailing the amounts of state and federal funds it proposes to spend 
for each Office of AIDS program in 1990-91. In addition, the department 
had not provided the following information: 

• Justification of proposed budget changes. 
• Proposed staffing levels and historical vacancy rates by program. 
• Comparisons of actual expenditures with the amounts budgeted for 

each program in the prior and current years. 
• Details on how the department has spent in the current year and 

proposes to spend in 1990-91 (1) reappropriated funds, by program, 
(2) augmentations included in the 1989 Budget Act, (3) AIDS 
vaccine~relatedfunds, and (4) federal funds for special projects. 

• A list of contracts by program and status reports on the implemen
tation of recently enacted legislation. 

Without any of this information, we have no basis for advising the 
Legislature on (1) the accuracy of the department's proposed budget for 
AIDS activities and (2) the reasonableness of the department's spending 
priorities. We withhold recommendation on the entire Office of AIDS 
budget pending receipt of the information listed above. 

Alternative Test Site (ATS) Program Overbudgeted 

'We re~o~mend a reduction ()f$1.1 million (General Fund)- in the 
ATS Program due tooverbudgeting. (Reduce Item 4260-1]1-:001.) . 

Chapter 23, Statutes of 1985 (AB -488,- Roos) , established the A TS 
Program so that people who suspect they may be infected with the 
Human Immunodeficiency Virus (HIV) can receive blood tests for 
antibodies to the virus at locations other than blood banks or plasIna 
c,enters. The ,legislation specified that tests sh!1ll be performed fre~,-of 
charge and requir.ed each site to provide, within funds available, infor
mation and referral services to individuals who seek testing. 

The 1989 Budget Act included $5.4 million from the General Fund,for 
the A TS Program. According to the department, the, budget continues 
current funding levels for ongoing programs. Thus, the budget fOJ; 19,90-91 
also includes $5.4 million for this program. (At the, time we prepared.this 
analysis, the department had-not submitted a spending plan identifying 
the amounts proposed for individual AIDS programs.) 
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Our review of ATS utilization data from July 1988 through November 

1989 indicates that this ,level of funding is too high for both years. Chart 
1 displays the budgeted number of tests and the actual number of tests for 
this period. 

Number of HIV 
tests (thousands) 

11 

10 

9 

8 

7 

6 

- Budgeted (at $44/test) 

• Performed (7188 to 11/89) 

~Projected (12189 to 6/90) 

7/88 9/88 11/88 1189 3/89 5/89 7/89 9/89 11/89 1190 3/90 5/90 . 

Prior to July 1987, test sites experienced a rapid increase in the number 
of tests they performed. However, utilization has stabili,zed since July 
1987. For the period from July 1988 through November 1989, test s~tes 
performed an average of 8,148 tests per month, ranging from 6,433 
(December 1988) to 9,381 (August 1988). 

So far, the level of testing has not noticeably increased as a result of 
new developments in the treatment of HIV disease, including the finding 
that asymptomatic individuals could benefit from zidovudine(AZT)' 
under some circumstances. In fact, data from the first five months of 
1989-90 reflect a lower average number of. tests performed monthly 
(7,941) than the average number of tests performed monthly in 1988-89 
(8,235) . 

Based on these data, we believe it is reasonable to assume that the ATS 
Program will continue to test no more than an average of 8,148 
individuals per month. This is the average number of tests performed 
monthly in the period July 1988 through November 1989~ This number of 
tests costs $4.3 million annually. Based on this expenditure level, the ATS 
Program is overbudgeted by $1.1 million in both the current and budget 
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years. Accordingly, we recommend a reduction of $1.1 million from the 
budget for the A TS Program. The Legislature could redirect these funds 
to alternate uses,either within the Office of AIDS or elsewhere,! without 
affecting ATS ,services." 

HIV-lnfeetedChildren 

· The department has not submitted required reports on the ,status of 
funds for HIV-infected children. ' 

The 1989 Budget Act appropriated $1.1 million for providing medical 
care and treatment to children infeCted with HIV, the virus that causes 
AIDS. 

According to the departmentl th,e budget ,continues current funding 
levels for ongoing programs. rhus, we assume that the budget proposes 
the same amounUorthis program in 1999-91. (At the time we prepared 
this analysis, the department had not submitted a spending plan identi
fying the amounts proposed for individual AIDS programs.) 

The Supplemental Report of the 1989 Budget Act requires the depart
ment to submit, on a quarterly basis beginning September 1, 1989, 
information to ~he Legislature on the status of this program. The 
department has not' submitted this information. As a result, we have no 
information on (1) how the program is being implemented, (2) how the 
funds are being allocated, and (3) the costs of treating HIV-infected 
children. , WithoJ,lt" thi1? information, the Legislature has no basis for 
determining whether the $1.1 million approptiatedfor the program is 
b~ing ,used effectively for the medical care, and treatment' of HIV
infected children. 

AIDS Cost-of-Care Reports 

The department has not submitted required ri!ports on the costs of 
providing care to persons with AIDS and A,IDS-ri!lated conditions. 

The 1989 Budget Act ,appropriates $6.9 million for pilot care projects 
providing home- and community-based services for persons with AIDS 
and AIDS-related conditions (ARC). According to'the department, the 
budget 'continues current funding levels for ongoing programs. Thus, we 
assume that the budget proposes the same amount for this program in 
1990-91. (At the time we prepared this analysis, the department had not 
submitted a spending plan identifying ,the amounts proposed for individ
ual AIDS programs.) 

Chapter 767, Statutes of 1985 (SB 1251, Roberti), required the depart
ment to fund pilot projects to "demonstrate the value of noninstitutional 
health care services such as, hospice, home health"and attendant care in 
controlling costs and providing humane care to people with AIDS and 
ARC." Chapter 767 also required the department, to contract for a 
two-year study of the medical costs of AIDS, comparing inpatient care, 
outpatient care, physician services, and community support services. The 
final report was due by June 1988., 

Additionally, the Supplemental Report of the 1986 Budget Act required 
the department to (1) submit an evaluation of the cost-effectiveness of 
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skilled nursing facilities; home health, attendant, and hospice care for 
persons with AIDS and ARC by September 1, 1987 or (2) submit this 
information as part of the report required by Chapter 767. 

The department has not submitted either of these reports. As a result, 
the Legislature has no information on (1) the relative costs Of various 
medical services for persons with AIDS and ARC an.d (2) the cost
effectiveness of home- and community-based programs. Without this 
information, the Legislature has no basis for determining whether these 
pilot projects are the most cost-effective approach for providing medical 
care and treatment of persons with AIDS and ARC. 

Early Intervention Projects , 

Chapter 978, Statutes of 1988 (AB 4475, Willie Brown), Ch 974/88 (AB 
1903, Vasconcellos), and Ch 949/89 (AB 1600, Speier) established the 
AIDS early intervention projects (EIP) program so that people who test 
positiv~ for Human ImlnUllodeficiency Virus (HIV) , the virus that causes 
AIDS, collld receiVe follow-up health screening, psychosocial evaluation, 
and education services. 

The1989 Budget Act included a total of $5 million for early interven
tion services. Up to $3.5 million of this amount may be used. for 
medications approv,ed for the treatment of HIV disease. Presumably, 
funding is continued at this level in the budget year. (At the time we 
prepared this analysis, the Office of AIDS had not submitted its spending 
plan for 1990-91.) . 

IIi this analysis, we (1) describe the early intervention model, (2) 
summarize data collected from the existing EIP program, and (3) discuss 
implementation issues. 

The Early Intervention Model 

The purpose of early intervention services is to teach HIV-positive 
persons how to avoid transmitting the virus to uninfected persons, while 
at the same time providing ongoing evaluation and support services to 
assist them in staying healthy for as long as possible. Specifically, the early 
intervention model consists of (1) initial screening, including a baseline 
medical and psychosocial evaluation; (2) a medical care and behavior 
change plan with appropriate follow-up, including medical, drug treate 
ment,mental health, or social support referrals as needed; (3) risk 
reduction counseling sessions; (4) an intensive skill-building/HIV educa
tion course; and (5) follow-up medical and behavioral evaluations at 
regular (approximately four-month) intervals. A casemanageris'assigned 
to each client and acts as the primary contact for personal guidance, 
counseling, and referral to outside resources. 

The state-funded early intervention projects may include minor med
ical treatment as part of their services: . Other medical interventions; such 
as preventive use of zidovudine (AZT), aerosolized pentamidine,or 
other drug treatments for certain asymptomatic HIV-positive individuals, 
are handled on a referral basis,not by the projects themselves. (AZT and 
aerosolized pentamidine are provided under a separate state program.) 
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The Office of AIDS is currently contracting with 12 EIPs in the 
following counties: Alameda, Contra Costa/Solano, Los Angeles (2 sites), 
Orange, Riverside, Sacramento, San Diego, San Francisco, Santa Clara, 
San Mateo, and Sonoma. Two of these - Long Beach in Los Angeles 
County and Santa Clara County - were initially federally funded. 

Several of these EIPs are still in the implementation stage. Most of the 
sites started seeing clients in the summer of 1989. EachEIP is required to 
see· between 200 and 250 clients annually for initial visits, and a certain 
percentage of these clients for follow-up visits. 

The Office of AIDS has completed a preliminary summary of data from 
the Long Beach and Santa Clara EIPs, based on a random sample of 25 
percent of the records from each site (a total of 143 records) . The 
following summarizes the available data on these projects. 

Who is Being Served? Overall, the characteristics of EIP clients at the 
two sites appear to be similar to the characteristics of reported adult and 
adolescent AIDS cases in the state - predominantly white and gay or 
bisexual men. Specifically: 

• Almost all (93 percent) of the clients are men. 
• Most. (81 percent) are white; 15 percent are Hispanic and 4 percent 

are black. 
• The average age of clients is 34 years. 
• Most (79 percent) are gay or bisexual men; 10 percent are IV drug 

users, and 11 percent are in other risk categories. 
• The most common known referral source (41 percent) is the 

Alternative Test Site (ATS) Program. 
• Most (76 percent) a.re relatively healthy; 24 percent have seriously 

damaged immune systems. . 
What Services are Being Provided? Although the early intervention 

model includes ongoing, periodic assessment of clients' medical condi
tions and behavior changes, 56 percent of the clients at the two sites 
received only an initial evaluation. Another 30 ·percent .of the clients 
received an initial and one follow-up evaluation and.14 percent returned 
for further follow-up visits. In part, this may be due to the inclusion of 
newly enrolled clients in the data. Additional analysis is needed. to 
determine whether there is a real drop-off in persons returning for 
follow-up visits, and what may be contributing to the problem. 

The data also indicate that very few clients at the two EIPs are 
receiving health education and behavior change support as part of their 
visits. Specifically, while almost all (93 percent) of the clients received a 
health assessment and 40 percent received medical treatment, only 11 
percent appear to have received health education and4 percent behavior 
change support. Again, additional analysis is needed to determine 
whether there is a continuing problem in providing health education as 
part of EIP services,and what may be contributing to this problem. 

How Effective Have EIPs Been in Altering High-Risk Behavior? The 
data do not provide any information regarding clients' behavior change 
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over time. A separate analysis of sexual practices at the Santa Clara EIP. 
found that, of 74 clients returning for a follow-up visit, the number 
practicing "safe sex" increased from 57 percent at the first visit to 87 
percent at the follow-up visit. While this provides some evidence of 
behavior change, it is impossible. to determine how much of a role the 
EIP playE)d in altering clients' high-risk behavior, particularly in light of 
the low percentage of clients receiving health education and behavior 
change support. Information on other high-risk behaviors such as IV drug 
use is incomplete because this information is not recorded consistently in 
client records. 

SinCE) evidence of behavior change will ultimately determine the 
success .. or failure of the EIP program as an effective education and 
prevention activity, obtaining additional data to determine whether EIPs 
have been effectiye in altering high-risk behavior is essential. 
" How Much Do Services Cost? The data available do not include 

information on costs. In establishing the EIP program, the Office of AIDS 
assumed annual costs of $1,000 per client. 

Implementation Issues 
The Office. of AIDS is making some progress in improving imple

mentation of the Eip program. It is too soon to tell whether its efforts 
in data collection and evaluation will provide the Legislature the 
information it needs regarding program effectiveness. 

Our discussions with local EIPprogramadministrators inrlicate that 
there have been a number of implementation issues in the EIP program. 
Following is a discussion of these issues: 

1. .Memoranda of Understanding (MOUs) and Protocols Not Issued 
in Timely Manner. As of December 1, 1989, the Office of AIDS had not 
completed preparing MODs for the current year. As a result, no 
current-year funds had been distributed to EIPs. Additionally, the Office 
of AIDS did not issue final protocols for program operation until January 
19, 1990. It also has not yet issued the final case management and data 
reporting protocols .. This makes it difficult for EIPs to conform to a 
statewide model. Many of them have·created their own protocols in the 
meantime. . 

2. No Data System in Place. Data recorded by the EIPs have been 
incomplete and have not included some of the most important informa
tion required to evaluate program effectiveness such as behavior change 
information. Additionally, although data are being recorded in individual 
patient records by each EIP, there is no uniform statewide data collection 
system for the EIP program. As a result, the Office of AIDS currently 
does not have consistent data to compile and analyze. Another problem 
is that the Office of AIDS has revised· the forms used by EIPs to collect 
data a number of times, making it difficult for data already collected to be 
easily incorporated once a data system is in place. 

3. Frequent Changes in State Program Staff. According to the EIPs, 
staff changes have contributed to a lengthy, repetitive implementation 



---_. __ .---- ---

Item 4260 HEALTH AND WELFARE / 521 

process. For example, the two original EIPs indicated that they had four 
different staff monitoring their contracts within an 18-month period. Part 
of the delay in issuing MOUs and protocols may have been due to these 
staff changes. 

4. Lack of Communication Between the Office of AIDS and Local 
EIPs. Some local EIP administrators expressed frustration that the Office 
of AIDS had made decisions without consulting the people directly 
involved in implementing the program. As a result, some EIPs may be 
implemented in a manner·· that is inconsistent with the goals set by the 
Legislature. This may have contributed to the problems with implement
ing- the health education and behavior change components of the 
programs in the two original EIPs. 

Implementation Improving. The Office of AIDS advises that it has 
taken steps to address implementation problems in the program. It has 
improved communication· with EIP program administrators by holding 
meetings on the protocols, for example. It indicates that it plans to send 
program staff to the EIPs in order to compile da:ta from EIP records 
dating back to July 1989. It is also working on revising its data collection 
protocols and forms to incorporate behavior change information. 

Our review indicates that the Office of AIDS is making progress in 
most areas. Itis too soon to tell, however, whether the office's efforts will 
successfully address the issues of data collection and evaluation discussed 
above. The success of these efforts is critical to providing the Legislature 
the information it needs regarding program effectiveness. 

C. FAMILY HEALTH 

Family Planning 

Family Planning Funds Restored During the Current Year 

- We recommend that the department report at budget hearings on the 
status of the restoration in the current year of the Office of Family 
Planning (OFP). 

The budget proposes $12.2 million from the General Fund for family 
planning service~ in J990:.91. This amount consists of $700,000 for support 
of the OFP and $11.5 million for contracts with local agencies. Under 
these contracts, the agencies provtde clinical services primarily related to 
contraceptives and information and eduqation services. 

This is $100,000 higher than the amount included in the 1989 Budget 
Act. The 1989 Budget;Bill, as enacted by the Legislature, included a total 
of $36.2 million for family planning. However, the Governor vetoed $24.1 
million. 

Legislation Restores $20 Million to Current-Year Budget. In response 
to the Governor's veto, the Legislature enacted Ch 1/90 (AB 99, 
Bronzan), which appropriates $20 million to restore family planning 
services in the current year. 

Specifically, Chapter 1 provides (1) $845,000 for department support 
and (2) $19.2 million for local assistance to family planning contractors in 
1989-90. The act specifies that the $19.2 million can be used to open 
project sites, fund retroactive billings for services provided in the current 
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year, provide outreach, andexpan(l the current level of ~ervices, In order 
to expedite the department's ability to. provide funds to local family 
planning contractors, the act excludes current-year family planning. 
contracts from· the customary process for reviewing and .. approving 
contracts. 

How Soon Can.Jhe Department Restore Family Planning Opera
tions? Our analysis indicatEls that the department has rp.ade restoring 
OFP services a top priority. The department reports that all of the 
program's former staff who volunteer to return.to their former'positions 
in the OFP will be returned immediately. In addition, the department 
indicates that it intends to (1), administratively establish positions in the 
OFP to restore the program to its 1988-89 staffing level and. (2) quickly 
restore funding to all ofits former contractors that have not closed.. . 

Restoring the OFP's personnel and financial assistance to local.provid
ers clearly has beena. high priority of the Legislature. Accordingly, we 
recommend that the department provide the LElgislatU1:e a status report 
on the restoration of the program in the curr~nt year. Specifically, w.e 
recommend that the department report at' budget hearings on (1) the 
status of the department's efforts to establish and fill positions,(2)., the· 
status of contracts,and (3) the number of contractors that closed due to 
lack of funding and the department's plan for providing services previ
ously provided by those contractors. 

Family Planning Services Should Be Restored 
We recommend that the Legislature restore the budget of the OFP to 

be consistent with legislative action in Ch 1/90 (AB 99, Bronzan). 
(Augment Item 4260-001-001 by $900,000 and Item 4260-111-001 by 
$23,100,000.) . 

The budget proposes $12.2 million from the General Fund for theOFP 
in 1990-91. As we discussed in the previous section, this is based' 6n 
continuing the level of services funded in the 1989 Budget Act; Since the 
1990 Budget Bill was introduced, however, the Legislature enacted 
Chapter 1, which appropriated $20 million in additional funds to restore 
current-year family planning services to their 1988-89 levels. To restore 
1990-91 services to 1988-89 levels as well, we estimate that an augmenta" 
tion of $24 million would be needed in the budget for 1990-91. . 

To be consistent with legislative action in Chapter 1, we recommend 
these funds be restored. . 

Maternal .. and Child Health 

No Information on Maternal and Child He.alth (MCH) Budget 
We withhold recommendation on the' entire $35.2 million 10'Cal 

assistance budget for MCH programs because the department has not 
provided any information on its spending proposal for these programs. 

The budget proposes General Fund expenditures of $11.5 million in 
1990-91 for MCH local assistance, which is $5.4 million, or 87 percent, 
above estimated General Fund expenditures in the cuirentyear.The 
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budget proposes expenditures of federal MCR funds'· totaling $20.6 
million. This is $9.5 million, or 32 percent, less than estimated expendi
tures of federal funds during the current year. Overall, the budget 
proposes $35.2 millionJrom all funds, including the General Fund, federal 
funds, and various other sources. This is a reduction of $1.7 million, or 4.6 
percent, below estimated current-year expenditures. 

Federal Funding Reduction. The department reports that the current
year federal spending level cannot be continued because it,is being 
supported by prior-year funds carried over into the current year .. The 
department estimates that no carry-over funding will be available in, 
1990-91. 

General Fund Increase. The department states that the General Fund 
increase of $5.4 million is necessary to maintain programs, except for the 
Community-Based Perinatal Services (CBPS) Program, at the level 
funded in the current year. The CBPS Program is being reduced due to 
the implementation of Ch 980/88 (SB 2579, Bergeson), which made 
former CBPS clients eligible for Medi-Cal. The $5.4 million consists of (I} 
a $7.8 million augmentation and (2) a $1 million transfer from Medi-Cal, 
offset by (3) a $3.4 million transfer to the Medi-Cal Program related to 
Chapter 980. . 

No Information Provided. The department has failed to provide the 
Legislature with basic information on current-year spending and the 
proposed budget that the Legislature requires in order to review the 
MCR budget. Although we requested much of this information in early 
December, at the time we prepared this analysis (early February),-we 
had not even received information on the amounts of state and federal 
funds the department proposes to spend for each MCR program in 
1990-91. In addition, the department has not submitted its estimates of (1) 
current-year expenditures of state and federal funds by program,(2) the 
amount of federal MCR funds the department will receive each year, (3) 
the amount offederru MCR funds that were carried oVer from 1988 .. :89 to 
the current year and will be carried over from the current year to 
1990-91, and (4) the target population and actual population served by 
each program;· 

Without this information, we have no basis fot advising the Legislature 
on (1) the accuracy of the department's assumptions regarding the 
availability of federal funds and the need for General Fund support and 
(2) the reasonableness of the department's spending priorities.' 

We withhold recommendation on the MCR local assistance budget 
pending receipt. of the information listed above. 

Proposed Budge. Language Circumvents Le,gislative Re,view 
We recommend that the Legislature delete language prop~sed .in the 

1990 Budget Bill allowing the department to·transfer funds from MCH 
local assistance to support upon .approval of the Dep~rtment of 
Finance because this language circumvents legislative review. (Delete 
provision 2(b) in Item 4260-111.-001.). . 

The Budget Bill proposes language that allows the department, upon 
approval of the Department of Finance, to transfer funds provided for 
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MCH local assistance to department support. The 1989 Budget Act 
contains sunilar language because the Legislature was forced to develop 
its plan for augmenting MCH programs with federal MCH funds without 
input from the department on the number of positions the department 
might need to implement the program expansions required by the. 
Legislature. 

The proposed language would be justified if such transfers were 
entirely routine and lacked policy implications. This situation does not 
meet these criteria. For example, such transfers may affect the depart
ment's ability to ensure that local assistance priorities of the Legislature 
will be met. Accordingly, we recommend that the Legislature delete the 
proposed language. 

New MCH. H.ealth Block Grant Requirements 
We recommend that the department provide information to the fiscal 

committees by Aprill on (l) the status o/regulations to implement 
new federal requirements imposed on MeH funds and (2).' how the 
department plans to comply with the new requirements. 

Background. Since 1981, California has received a block grant from the 
federal government to· support a variety of MCH services. The federal 
government requires that some portion of the funds be allocated to 
programs serving "children with special health care needs." The Califor
nia Children's Services (CCS) Program is the program serving children 
with special health care needs in California. The Legislature has histori
cally allQcated $4.7 million of the federal MCH grant to the CCS Program 
in order to comply with this requirement. 

The federal government attached additional requirements to the 
expenditure of a grant increase received in 1988. Specifically, it required 
California to spend $1.2 million of its increase on (1) services provided 
through ,the CCS Program and (2) innovative primary health care and 
case management services for children. During the current year, the 
department (1) transferred $1 million to the CCS Program and de
creased General Fund support to the program by a like amount and (2). 
spent an. additional $1.8. million on perinatal substance abuse. The 
department does not know the extent to which these actions comply with 
federal requirements. 

Additional Federal Requirements. Congress imposed additional re
quirements on the federal MCH grant in the OmnibusBudget Reconcil
iation Act of 1989 (OBRA 89). The amendments contained in OBRA 89 do 
not state whether the additional requirements apply to the entire federal 
grant or only to the increase' provided during' federal fiscal year 1990 
(October 1989 through September 1990). This has a major effect on the 
impact of the requirements. The current federal grant is $28.3·million, 
while the projected increase is approximately $300,000 . 
. . At the time we prepared this analysis, the federal government had not 

yet issued regulations; and, as a consequence, the department was not 
able to assess the impact of the federal requirements on California. We 
summarize the major requirements below. 
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1. Allocation of MCH Funds. OBRA 89 requires that states use at least 
30 percent of federal MCH funds for preventive and primary care for 
children and another 30 percent for children, with, special health care 
needs. The federal government may waive this reqllirement under 
certain circumstances .. ·· 

It is possible that California can meet this requirement by substituting 
federal support for existing General Fund support ,in the CCSProgram 
and Child Health arid Disability Prevention (CHDP) Program, which 
provides medical examinations and referrals. However, it is ,unclear 
whether the federal' government will permit this. 

2. Maintenance of Effort. OBRA 89 requires states to provide the same 
amount of state funds for MCH services,in future years as was provided 
in the current year. This does not appear to be a problem in 1990-91 
because the budget proposes a General Fund increase of $5.4 million for 
MCH local assistance. ' ' 

It is not clear; however, to what extent the federalgovernm~nt will 
allow recent increases in tlle Medi-Cal and CHQP Programs to count 
towards, California~s maintenance of effort in future yeats. ' , 

3. Public Information. OBRA 89 requires the department to establish 
a toll-free telephone number for obtaining information about providers 
participating in the MCH and Medi-Cal Programs. Our analysis indicates 
that. establishing the type of system envisioned in federal la,w may be 
cumbersome and costly. 

4. Outreach. OBRA 89 requires the department and its MCH contrac
tors to (a) identify pregnant women and theitinfants who are eligible for 
Medi-Cal and (b) assist them in applying for services. The department 
provides a varietyof outreach services to women and children'potentially 
eligible for Medi-Cal through the Community-Based Perinatal Services 
(CBPS) and Prenatal Care Guidance Programs. It is unclear to what 
extent these activities meet the federal requirements. 

5. Data Collection. OBRA 89 requires the department's applicationto 
contain data including, but not limited to, (a) the number of persons' with 
health insurance who are served through MCH prograIIls, (b) the 
number of children in the state with chronic illness by type of illness, ( c) 
the proportion of infants born with fetal alcohol syndrome anddrug 
dependency, (d) the proportion of children vaccinated against a variety 
of diseases by, their third birthday, and (e) the number of specific types 
of medical 'providers licensed in the state. The department indicates that 
it currently does not have some of this information and, had not yet 
assessed the resources required for compliance. 

More Information Needed. The Legislature needs additional informa
tion from the department regarding how it proposes to address these 
additional requirements. Accordingly, we recommend that the depart
ment report to the fiscal cominitfees by April 1 on the status of the 
federal regulations and how the department plans to comply with· the 
new requirements. 
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Community-Based Perinatal Services (CBPS) Program 

We recommend that, prior to budget hearings, the department submit 
to the fiscal committees information on (1) its plan for spending CBPS 
funds during 1990-91 and (2) options for operating the program and 
redirecting funds. 

The 1989 Budget Act appropriated $1l.5 million for the CBPS Program 
during'the current year. This amount consists of $11.3 million from 
federal MCR funds and $220,000 from the General Fund. The depart
ment reports that the budget includes an undetermined, but lesser, 
amount of funds for the CBPS Program during 1990-91. (The department 
had not submitted a spending plan for MCR programs at tlle time we 
prepared this analysis.) 

,The CBPS Program provides prenatal care to women whose family 
incomes are at or below 200 percent of the federal poverty level. The 
CBPS Program's budget is decreasing because the women previously 
served by the CBPS program have become eligible for Medi-Cal under 
recent legisla.tion. Specifically, recent legislation has extended Medi-Cal 
eligibility for perinatal care to (1) women with family incomes at or 
below 200 percent of the federal poverty level and (2) newly legalized 
and undocumented women. (We discuss Medi-Cal perinatal services iIi 
detail in our section on the Medi-Cal Program.) 

During the current year, the department transferred $1 million in 
CBPS fund~ to the Medi-Cal Program pursuant to Ch 1446189(SB 822, 
Rosenthal), to fund Medi-Cal eligibility workers stationed at locations 
other than welfare offices. The department allocated the remaining $10.5 
million to CBPS providers. In light of anticipated caseload reductions, the 
department has allowed providers to use the funds for purposes other 
than prenatal care. Th~ department advises that providers have used, the 
current-year funds as follows: (1) $2.3 million to address black infant 
mortality and other special needs, (2) $2.4 million for outreach to 
low,income women, and (3) $5.8 million for prenatal services. , 

The need for prenatal services provided by the CBPS Program is likely 
to be reduced further during 1990-91 as the new Medi-Cal eligibility 
categories are fully phased in. As a result, the Legislature faces decisions 
on (1) whether to continue the program in its current form or change its 
mis,sion and (2) how to redirect any available funds. ' 

To assist the Legislature, in these decisions, we recommend that, prior 
to budget hearings, the department submit to the fiscal committees 
information regarding (1) its plan for sp€mdiIig CBPS funds during 
1990-91 and (2) options for operating the program and redirecting funds. 

Status of Current-Year Augmentations 

The 1989 Budget Act included an augmentation of $7.6 million in 
federal funds for various MCR programs. This was an increase of 37 
percent over the amount of federal MCR funds appropriated for MCR 
programs during the prior year. The Legislature appropriated all of these 
funds for local assistance but adopted Budget Act language allowing the 
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department, upon approval of the Department of Finance, to.transfer to 
support funds for staff and related costs necessary to support the local 
assistance augmentations. 

Table 10 displays the programs augmented by the Budget Act and the 
amount of funds the department transferred to its support· budget for 
additional positions and related expenditures. In this section, we discuss 
the department's status in impl~menting these augmentations. 

Table 10 
Department of Health Service~ 

Maternal and Child Health Program 
1989-90 Augmentations 

Federal Funds 
(dollars in thousands) 

Local 
Program Total Assistance Support 
Adolescent family life. . . . . . . . . . . . . . . . . .. . . . . . . . . . $1,800 $1,650 $150 
Black infant mortality ....................... ,. . . . 1,400 1,278 162 
Childhood injury. . . . . . . . . . . . . . . . . . . . . .. . . . . . .. . . . 200 90 110 
High-risk infant follow-up ........... ; . . . . . . . . . . . . 1,161 1,068 98 
Diabetes prevention. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 221 2<l5 16 

Positions 
Established 

3.0 
2.0 
1.0 
1.5 

Sudden infant death syndrome. . . . . . . . . . . . . . . . . . 800 533 267 4.0 
Perinatal substance abuse........................ 1,843 1,500 343 3.0 
Comprehensive perinatal services............... 141 141 3.0 
Administration .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0 

Totals... ............... .. ..... ..... .......... $7,606 $6,324 $1,282 18.5 

Adolescent Family Life Program (AFLP) ($1.8 Million). We discuss 
the AFLP expansion in a subsequent section. 

Black Infant Mortality· ($1.4 Million). The Legislature allocated 
$140,000 of these funds for a Black Infant Mortality Committee and· the 
remaining funds for grants to local agencies. The department established 
the committee in August 1989. The department worked with the 
committee to develop the request for proposals used to solicit local 
funding requests. The department is currently evaluating 16 requests for 
funding. It anticipates signing contracts with local agencies by April 1990. 

Childhood Injury Control Projects ($200,000). At the time .we pre
pared this a:q.alysis, the department reported that it had not filled the 
position it ~stablished for this program .or developed a request for 
proposals for distributing the local assistance funds. 

High-Risk Infant Follow-Up ($1.2 Million). The department has used 
the local assistance portion of these funds ($1,068,000) as follows: (1) 
$1,050,000 to serve 676 additional children and (2) $18,000 for travel and 
meetings of the 17 local program coordinators .. The department reports 
that it has signed amended contracts reflecting these changes with 15 of 
the 17 contractors. 

Diabetes Prevention ($221,000). The 1989 Budget Act.allocated.these 
funds to (1) data collection activities ($105,060), (2) growth in five 
existing diabetes prevention programs ($100,000), and (3) department 
administration ($16,000). . 

The department reports that funds for the data collection contract'will 
be provided to the contractor effective February 15, 1990. Two of the five 
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local agencies receiving expansion funds have signed contracts and are 
receiving their additional funds. The department indicates that it will 
complete a third' agency contract by the beginning of February. The 
depa:rtment reports that it approved the'remaining two contracts in 
November .and is curreIltly awaiting approval and return by. the local 
contractors. 

Sudden Infant Death Syndrome (SIDS) ($800,000). The 1989 Budget 
Act required the department to use these funds to support a variety of 
projects. The department received additiomil ,direction on spending 
these SIDS funds through four measures enacted by the Legislature. 
These measures consist of Chapters 955,1111,1112, and 1118, Statutes of 
1989 (SB 1069, SB 1067, SB 1070, SB 1068 - Boatwright). 

The department used $267,000 of the funds appropriated to establish 
four positions, of which two are filled. The department reports that it has 
appointed members to its SIDS Advisory Committee. The department 
reports that it will spend the remaining $5:33,000 in local assistance funds 
for a training contract and to reimburse counties for nursing visits 
provided families after a SIDS death. 

Perinatal Substance Abuse Pilot Projects ($1.8 Million). These funds 
were part of an $8 million proposal administered by three state agencies 
to establish five pilot projects in four' areas. 

The Legislature adopted extensive language (1) directing the depart
ment to require proposals to be reviewed by local ,coordinating councils 
and grant local areas some flexibility in developing 'service plans arid (2) 
establishing. timelines for local deyelopment of proposals and administra-
ti~~~~ .'. '.. ' " 

The department used $282,000' of the funds appropriated to establish 
four position~ and relat~d support and evaluation activities. The depart
mentintends to spend. (he remaining $61,000 in support funds' for 
evaluation. . . . . , ..... . . . ' 

At the time we prepared this analysis, the department had approved 
final plans from ,one ofthe four local areas. It had not signed contracts 
with any of them. The' department anticIpates approving two morE;l plans 
by the first weekin February and signing one contract by the end of 
February. The fourth plan is currently being reviewed by the county. 
The department i~dicates i~ will.allow agencies to bill retroactively to the 
<late their contracts are approved.' ... . .. , 

C01llprehf!1l;sivePerina(al Services ($141,000). The departm~nt used 
. these funds 'to make permanerit three limited-term positions for the 
ComprehC;lnsive Perinatal Services Program. The department reports 

. that all of these positions are filled.' .'. 

Adolescent Family Life Program (AFLP) 

'Ti"f!? depariment has not compli(!d with legislative direction to target 
funds lnorder to address 'black ilifant mortality through the AFLP. 

The 1989 Budget Act included.an augmentation of $1.8 million in 
federalMCH funds for the AFLP, which provides case management 
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services to pregnant and parenting teens .. The Legislature specified that 
the department should give spending priority to projects targeting bl;lCk 
infant mortality. The department allocated $1,650,000 to local assistance 
and $150,000 to department support. It used $730,000 of the local 
assistance funds to increase the standard case management rate it: uses in 
paying contractors to $1,375 per client. . 

The department used the remaining $920,000 to give priority. to 
projects targeting black infant mortality in two different ways. First, it set 
aside $206,000 to establish two new AFLP projects. At the time we 
.prepared this analysis, the department had not developed a request for 
proposals. However, the department reports that it wUl give. priority to 
new projects addressing black infant mortality when determining which 
projects to fund. . 

Second, the department distributed $114,000 among existing contrac
tors· to assist them in serving persons on their waiting .lists. Each 
.contractor received an augmentation based on its proportion of the total 
number of AFLP clients served statewide. The department required 
contractors· to give priority to serving blacks on the waiting list when 
determining who to serve. As discussed below, however, distribution of 
. funds in this manner did not comply with legislative direction. 

Department Has Not Complied with the Legislature's Direction. Our 
analysis indicates that the department. has not complied with the 
Legislature's directions in using this $714,000 to address black infant 
mortality among its existing contractors. By apportioning funds for 
serving new black clients based on existing allocations, the department 
did not recognize the varia.tion in the degree to which the eXisting 
contractors currently serve bla,ck women and infants. The variation is 
significant; 17 of the 32 existing AFLP contractors serve a caseload ~hat is 
less than.1O percent black, while 10 AFLP contractors serve a caseload 
that is 30 percent to 70 percent black. All of these contractors received 
new funding based on their existing allocations. 

We believe the department has not complied with the Legislature's 
direction that it give spending priority t.o projects targeting black infant 
mortality. For example, it could have distributed funds based on (1) each 
contractor's proportion of the total number of black clients served 
statewide or (2) thE:l.rate of black infant mortality within the contractor's 
service area. Either of these distribution methods would have .. more 
effectively targeted the funds than the one chosen by the department. 

Targeted Case Management Option for AFLP 

:lVe recommend that the department submit to the fiscal committees, 
by April 1, (1) a proposed work plan for obtaining federal reimburs.e
ments for AFLP case management services, (2) an estimate of the 
amount of federal reimbursements the AFLP could receive, and (3) 
information on ta,rgeting clients and service areas. .. 

The 1989 Budget Act included a total of $7.9 million for. th~ AFLP, 
including $3.2 million from the General Fund and $4.7.million from 
federal MeH block grant funds. The $4.7 niillion in federal funds 
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included the augmentation of $1.8 million shown in Table 10. Presumably, 
the budget proposes to continue this funding level. (The department has 
not submitted an expenditure plan for MCH programs.) The AFLP 
provides case management services to pregnant or parenting teens in 
order to assist them in staying in school, remaining or becoming 
employed, obtaining prenatal and infant care, and obtaining public 
services for which they are eligible. 

Our review indicates that the state could fund 11 portion of AFLP 
services through the Medi-Cal Program. This would free up General 
Fund resources amounting to up to '$2 million for expanding the program 
or other purposes. ' , ' " 

Background. Chapters 1384 and 1985, Statutes of 1987 (SB 375, Watson 
and AB 1371, Bronzan), established case management services as a 
Medi-Cal benefit, contingent upon federal approval. In order to obtain 
federal approval, states are generally required to (1) identify the target 
group by age, type of illness or condition, or any 'combination of 
identifiable characteristics; (2) identify whether the services will be 
provided statewide or in specified geographical subdivisions; and (3) 
demonstrate that individuals will be free to choose among qualified 
providers. Federal guidelines specify that recipients can be limited to 
obtaining services from providers meeting state standards. 

The federal government has approved the Department of Mental 
Health's proposal to obtain Medi-Cal reimbursement for case manage
ment services provided by counties. A DepartIIlent of Developmental 
Services proposal to obtain Medi-Cal reimbursement for case manage
ment services provided by regional centers to persons with developmen
tal disabilities has been rejected because federal law does not require the 
federal' government to reimburse for services that are free. Services 
provided using MCH funds are specifically exempted from this federal 
policy on free services. 
, Targeted Case Management an Option for the AFLP. Our analysis 

indicates that AFLP services meet all of the criteria required for federal 
ri:limbursement, as targeted case' management services. The 'only poten
tial problem with providing AFLP services through the Medi:Cal Pro
gram is that the state would no longer have direct control over the 
number 'of clients served by each approved provider, because Medi-Cal 
is an entitlement. The state could overcome this problem, however, by 
tightly targeting the characteristics.of clients to be served. , " 

The department estimates that it may take only a fe~ months to 
develop the necessary M~di"Cal State Planamendrrient because the 

,AFLP is fully developed and has already established the requisite 
standards, regulations, and program evaluation. 

, " 

We estimate that the potential additional federal funding available to 
the state by reimbursing AFLP case' management services through 
Medi-Cal is $2 million based on data indicating that over 50, percent of 
clients are Medi-Cal-eligible. These funds could be used to offset General 
Fund costs or to expand the AFLP. Based on costs of $1,375 per client, an 
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additional $2 million could serve 1,455 more AFLP clients. 
'Because of the potential benefits of reimbursing for AFLP services 

through the Medi-Cal Program, we recommend that the department 
submit to the fiscal committees, by April 1, a proposed work plan for 
develdpingand obtaining approval of the required state plan amend
ment. We"also" recommend that the department submit (1) a precise 
estimate of the' potential savings associated with this action and (2) 
information on the' extent to which it can target program' clients and 
service areas. 

Proposal to Expand the Perinatal Substance Abuse Pilot Needs More 
Detail . 

We recommend that theJ)epartments of Health Services, Alcohol and 
Drug Programs, Social Services,. and Developmental Services report to 
the Legislatur~hy March}5, 1990 on the specifics of the proposed pilot 
expansion, the. workload justification for the requested positions, and 
the status of the pilot projects in the current year. 

The budget proposes additi(mal reimbursements of $1.8 million from 
the federal alcohol, drug abuse, and mental health services funds in order 
to expand the 'perinatal substance abuse pilot program initiated during 
the current yean The increase would double funding for this purpose in 
the department. 
. This proposal is one of a set of four proposals submitted by the various 

departments involved in the pilot program. We discuss the proposal and 
our findings in greater detail in our analysis of the· Department of Alcohol 
and Drug Programs budget. In that analysis, we recommend that the four 
departments report to the Legislature by March 15, 1990 on the specifics 
of the proposed pilot expansion, the workload justification for the 
requested positions, and the status of the pilot projects in the current 
year. (Please see Item 4200.) . . 

California Children's Services (CCS) 

Current-Year Deficiency 

.. ' The primary reasons for the current-year deficiency of $22 million in 
the CCS Program are (I) county delays in hilling the state and (2) state 
and county delays in claims payment. . 

. The CCS Program provides medical diagnosis, treatment, and therapy 
to financially eligible children with specific handicapping conditions. The 
progr~ is jointly operated by the state and the counties. Medi~Cal pays 
for~~rvices provided to children who are also eligible for Medi-Cal. 

The budget estimates that current-year General Fund expenditures for 
CCS local assistance will be $88.7 million, or $22 million greater ,than the 
amount included in the 1989 Budget Act. The department reports that 
the current-year defiCiency showIl in the budget results from three 
factors. ' . 

1. D,eficiency in Los Angeles .county. The department reports that Los 
Angeles County anticipates incurring a deficiency of $20.9 million. The 
state's share of this deficiency is 75 percent, or $15.7 million. Much·of this 
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deficiency in Los Angeles County can be attributed to the county's 
installation of a computerized claiming system for the CCS Program 
during 1987-88. 

As the county began implementation of this system, it accumulated a 
backlog in claims. This had two effects. First, as a result of delays in 
paying claims, the county did not bill the state for its share of the costs in 
a timely manner; and, consequently, the department's estimate. of the 
county's CCS budget needs was too low. Second, payment of the 
backlogged claims in later years caused costs to increase. 

The General Fund deficiency attributable to Los Angeles County's 
CCS Program consists of: 

• $4 million in prior-year claims that the county did not pay until the 
current year . 

• $3.5 million in claims paid by the county in prior years but were (a) 
not paid by the state due to insufficient state funding or (b ) not 
billed to the state. 

• $3.5 million to reduce the delay in claims payment from five to three 
months. 

• $4.7 million to recognize increased caseload and utilization. 
The department reports that the county has paid all of its prior.year 

claims and billed the state for its share of the costs. The department 
reports also that it will begin receiving monthly reports on claims 
received by the county. This information will assist. the department in 
developing more accurate estimates for the county's program. 

2. Deficiency in Other "Independent" Counties. The department 
estimates that other counties operating their own CCS. programs (inde
pendent counties) will incur a deficiency of $4.4 million, for an additional 
state cost of $3.3 million. The department does not know to what extent 
these increased current-year costs are due to (a) delays in submitting 
billings for prior-year claims or (b) increased caseload and utilization. 

3. Deficiency in "Dependent" Counties. The department reports that 
counties which do not operate their own programs (dependent counties) 
will incur a deficiency of $3.5 million, costing the state an additional $2.6 
million. The department indicates that this deficiency is related to 
transferring responsibility for paying dependent county claims to the 
Medi-Cal fiscal intermediary, Electronic Data Systems Federal Corpora
tion (EDS). The department reports that at the time it transferred claims 
payment responsibilitY (January 1989), approximately 90 percent of 
cHums were being rejected by EDS due to lack of adequate documenta
tion. This deficiency of $2.6 million reflects the costs of paying 1988-89 
claims in the current year. 
CCS Budget Likely to be Underfunded 

The CCS budget request for 1990-91 is probably underfunded. We 
recommend the department address specific problems in its estimates 
when it updates them in May. 

The department proposes $90.7 million (all funds) for CCS local 
assistance during 1990-91. This is $4.3 million, or 4.5 percent, less than 
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estimated expenditures for local assistance in the current year. The 
reduction is primarily due to deletion of one-time expenditures in the 
current year due to backlogs in claims. The estimate is based on· a 
reduction in direct service expenditures of 1 percent. , 

Our analysis indicates that the department's budget proposal probably 
underestimates funds that will be needed by local CCS programs in 
1990-91. First, in developing its estimate of Los Angeles County expen
ditures for 1990-91, the department projected annual costs using four 
months of current-year expenditure information. It did not make any 
adjustments for increases in utilization or costs. The department plans to 
update the county's estimate in the spring when it has more current-year 
data. Second, the department's estimate shows that all independent 
counties other than Los Angeles experienced a 12 percent increase in 
expenditures between 1988-89 and 1989-90. The department projects 
expenditure increases of 4.5 percent for these same counties between 
1989-90 and 1990-91. 

We recominend that the department address these problems in its May 
estimates. 

f;:CS Program Needs an Overhaul 

We recommend that the policy committees hold hearings on restruc
turing the· CCS Program. 

Program Overview. The Legislature established the CCS Program in 
1927 in order to ensure that children with medically handicapping 
conditions receive necessary diagnosis, treatment, and therapy services. 
Some of the specific services provided through the program include 
diagnosis, medical and surgical treatment, hospital care, medical appli
ances, physical and occupational therapy, and necessary transportation. 

Health and Safety Code Section 265 requires each county Board of 
Supervisors to appropriate for CCS diagnosis, treatment, and therapy 
services a sum of money not less than one"tenth of one mill on each dollar 
of assessed valuation of taxable property. By May l' of each year, the 
department may certify that a smaller amount is needed· or may allow a 
county to appropriate up to or above two-tenths of a mill. The county 
funds are matched in a ratio of three state dollars to each county dollar. 
Counties do not share in the costs of providing diagnosis and treatment 
services for Medi-Cal-eligible children. These services are funded by the 
Medi-Cal Program. 

Counties receive state funding for administrative costs in ail amount 
equal to 4.1 percent of the total gross expenditures on diagnosis, 
treatment, and· therapy services. Administrative costs associated with 
approving services forMedi-Cal-eligible children are reimbursed through 
the Medi-Cal Program. 

Counties with populations exceeding 200,000 persons are required to 
administer their own CCS programs. These 27 counties are called 
"independent"· counties.· Independent counties determine patient eligi
bility, provide case management services, authorize care, and process 
claims. 
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Counties with populations under 200,000 may administer their own 

programs or request that the state assume responsibility for case man
agement, authorizing care, and claims processing. A total of 31 counties 
currently exercise this option and are referred to as dependent counties. 
The department maintains three CCS offices that are responsible for 
administering the programs in the nearby dependent counties. 

The department estimates that the CCS Program will serve approxi
mately 115,000 children during 1989-90, at a total cost of $115.6 million, 
including county matching funds, for diagnosis, treatment, and therapy 
services. This amount includes$9L9 million for diagnosis and treatment 
and $23.7 million for therapy. These costs do not include costs for 
diagnosis and treatment services provided to Medi-Cal-eligible children. 
These services are funded through the Medi-Cal Program. 

Problems Continue. The Legislature and administration have made 
several attempts to identify and address administrative and structural 
problems with the CCS Program. The department has (.1) conducted 
internal reviews, (2) contracted for an independent evaluation, and (3) 
appointed task forces to review and make administrative recommenda
tions. The Auditor General also has reviewed the program and made 
accompanying recommendations. 

In addition, we have identified and discussed in prior Analys~s, 
problems related to: 

• County lags in submitting claims for payment. 
• Inaccurate forecasts of the program's budget needs~ 
• Review of client utili;zation of services. 
• Current methods for paying hospital and pharmaceutical bills. 
• County adherence to program and fiscal standards. 
• MOnitoring by the department of independent counties for compli

ance with program and fiscal standards. 
• Failure by the department to adopt regulations and prepare legisla

tive reports on a timely basis. 
Comprehensive Approach Needed. In light of these· problems, we 

believe a comprehensive approach is warranted to address. the causes of 
the problems we and others have identified. Accordingly, we recommend 
that the policy committees . hold hearings on redesigning the CCS 
Program. Following is a discussion of what we believe are the major 
causes of the problems in the program. 

1. State Program Guidance. Our review indicates that the state has 
played a weak role in establishing program guidelines, monitoring 
compliance with guidelines, and requiring changes in county programs. 
We believe that this is in part due to the lack of a strong statutory 
mandate to oversee county programs. Specific problems are: 

• Staffing Standards for County Programs. The department has never 
adopted standards, only guidelines. Neither the department nor the 
counties are in compliance with these guidelines. The guidelines are 
over 10 years old and fail to recognize the increasing complexity of 
the caseload. 
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• Utilization Review. Counties have different policies regarding 
whether and how frequently they review inpatient services provided 

. to CCS beneficiaries. Because hospital inpatient services are a costly 
component of the program, we believe that a standardized utiliza
tion review process is fiscally prudent. 

• Program Reviews; The department has improved the frequency with 
which it reviews independent county programs since language 
requiring more frequent reviews was adopted in the 1985 Budget 
Act. However, department data indicate that of the nine indepen
dent programs in southern California, seven have not had a compre
hensive review in approximately 3.5 years. The department has not 
reviewed three of these county programs in approximately 4.5 years. 
The department indicates that these reviews consume more staff 
time than the department can afford. 

2. County Administrative Funding Arrangements. Existing law pro
vides little incentive for the counties to adequately staff their CCS 
programs or seek third-party reimbursements; The state provides fund
ing for county administrative expenses equal to 4.1 percent of a county's 
diagnosis, treatment, and therapy expenditures. Counties bear 100 per
cent of their administrative costs above this level. In contrast, counties 
bear 25 percent of costs for diagnosis, treatment, and therapy. 

As a result of these incentives, counties may limit CCS staffing. This can 
result in delayed claims and insufficient· case management and cost 
control. We recommend the Legislature consider matching county 
administrative expenses by at least the same 75 percent that it shares in 
diagnosis, treatment, and therapy expenditures. 

3 .. Cost Control. The Legislature should examine potential changes to 
the program that could reduce or control costs. For example, the CCS 
Program generally pays interim, or noncontract, Medi-Cal rates to 
hospitals. It is possible that other payment methods would reduce costs 
significantly. Payment methods for outpatient services, durable medical 
equipment, and drugs also need review. 

4. Claims Processing. County CCS programs currently ate automated 
to varying degrees. Lack of automation and variation in the design of the 
county systems severely limits the department's ability to analyze 
spending and service utilization trends in the program and impose cost 
control measures such as requiring uniform reimbursement rates for 
drugs. To address these problems,the Legislature may want to consider 
having the Medi-Cal fiscal intermediary process claims for independent 
. counties. The Medi-Cal fiscal intermediary began processing dependent 
county claims in January 1989. Another potential advantage to this 
change is that it would free up existing county administrative staff for 
case mallagement activities. . 

5. Therapy Services. The CCS Program provides medically necessary 
therapy services, in a school setting, to CCS-eligible children whose 
medical conditions will be improved or maintained by these services. 
Additional therapy services are provided by school districts if the services 
are necessary for the child to benefit from his or her education. As an 

22-80282 
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alternative, the Legislature may want to consider requiring one agency to 
provide all needed therapy services. 

D. ENVIRONMENTAL HEALTH, PREVENTIVE MEDICAL SERVICES, 
LABORATORY SERVICES, AND OFFICE OF DRINKING VIA TER 

Legislature Needs Data Analysis Plan for Cancer Registry 
We. withhold recommendation on 15 positions and $8,956,OOOjrom 

various /undsrequested for implementation o/the cancer registry, 
pending receipt and review of a data' analysis plan required in the 
Supplemental Report of the 1989 Budget Act. "We also recommend that 
the department report at budget hearings on the reasons it failed to 
notify the Legislature, as required by language in the supplemental 
report, prior to moving the cancer registry/rom the Berkeley area to 
Sacramento. 

The budget requests $8,956,000 ($7,698,000 from the General Fund) for 
implementation of the cancer registry. The purpose of the cancer registry 
program, as mandated by Ch 841/85 (AB 136, Connelly), is to collect 
cancer incidence data, "analyze data and prepare reports, and perform 
studies to identify cancer hazards to the public health and their reme
dies." The department has established 10 regional registries throughout 
the state and one central registry. 

During hearings on the 1989 Budget Bill, the Legislature expressed 
concern that although the department has' spent a total of $16 million , 
over the last six years to collect cancer incidence data, it has not begun 
to analyze the data; Specifically, the department has not begun ,any 
in-depth analysis to determine the causes of, and remedies for, cancer. 
This type of analysis involves epidemiological case control studies that 
evaluate whether there is a ~ between a particular cancer and 
environmental factors such as toxic substances in drinking water or the 
air.' " 

As a result, the Legislature adopted language in the Supplemental 
Report of the 1989 Budget Act requiring the department to submit, by 
October 1, 1989, a plan for using data collected by the cancer registry. 
The plan is to include, at a minimum: ' 

• A review and summary of the existing, epidemiological studies and 
data analysis being conducted by the regional and central registries. 

• A discussion of the appropriate roles the central registry, department 
staff, and regional registries in analyzing registry, data. 

• A work plan detailing the priorities for study during 1989-90 and 
1990-91, including the costs and funding sources associated withthe 
studies. 

At the time this analysis was prepared (early February); the depart
ment had not submitted the required plan. Without this information, the 
Legislature has no basis to evaluate whether (1) thedepartm,ent is 
implementing the program in a manner consistent with legislative 
priorities and (2) the budget proposes a reasonable level of funding to 
enable the department to collect and analyze cancer incidence data. 
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Accordingly, we withhold recommendation on 15 positions and $8,956,000 
from various funds requested for support of the cancer registry, pending 
receipt and review of the department's data analysis plan for cancer 
incidence rates in California. 

The Department Has Moved the Cancer Registry Without Notifyi.ng 
the Legislature. In addition to the specific concerns regarding the delay 
in data analysis of cancer incidence, the Legislature also expressed 
concern during hearings on the 1989 Budget Bill over the department's 
proposal to move existing health program operations from the Berkeley 
area to the Sacramento area. Specifically, the Legislature was concerned 
such transfers would reduce the effectiveness of Berkeley-based health 
programs. 

As a result, the Legislature adopted language in the Supplemental 
Report of the 1989 Budget Act requiring the department to submit tothe 
Legislature, 30 days prior to any transfer of personnel from the Berkeley 
area to the Sacramento area, an evaluation of the costs and programmatic 
effects of transferring the positions. The department is required to submit 
the evaluation if the transfer involves 10 percent or more of the positions 
assigned to any specific program. 

Our review indicates that the department began moving the cancer 
registry program from.Berkeley to. Sacramento· in October 1989 without 
notifying the Legislature. Apparently, departmental staff prepared an 
evaluation of the effect of the move; however, the department has not 
and does not intend to submit the report to· the Legislature. 

The department's failuretd notify the Legislature prior to the move of 
the fisoal and prograinmatic effects of moving the cancer registry from 
Berkeley to Sacramento is· contrary to legislative intent and limits the 
Legislature's ability to oversee program implementation. Accordingly, 
we recommend that the department report, during budget hearings, on 
why it failed to notify the Legislature prior to moving the registry from 
Berkeley to Sacramento. 

Immu,..ization Program is Underfunded 

We recommend that tne department report, prior to budget hearings, 
on (1) its plan to meet the estimated demand in 1990-91 for vaccines 
against childhood illnesses and (2) the options available for reducing 
the costs of vaccines in fUture years. 
. The budget requests a total of $10.9 million, consisting of $2.2 million 
from the General Fund and $8.7 mtllion in federal funds, to purchase 
vaccines against various childhood illnesses. Under the immuriization 
program, the department purchases vaccines, at a reduced price, from 
the federal Centers for Disease Control (CDC) and distributes the 
va:ccine.s to local health departments .. for use in public clinics. The 
program imm:unizes mote than· two million children annually against 
diseases such as polio, measles; mumps, rubella, diphtheria, tetanus, and 
pertussis. 

Our analysis indicates that the amount. requested is in~ufficient to meet 
the department's estimated demand for vaccin.es in 1990-91. Table 11 
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s40ws the aInount available' for ptircha.sing :vaccines compared with the 
amount the departinent estimates is needed 'to meet the demand'for 
vaccip,es. 

lTable 11 
Department of Health Services 

. . Chil~hood Immunization Program 
Funding for Vaccines Against Childhood Illnesses, 1990-91 

." (dollars in thousands) , 

Vaccine" 
Diphtheria, tetanus, and pertussis .................. .. 
Oral polio ... , ...... ;' .................... : .... , ........ .. 
Me,as1es, mUmps, and rubella ....... ; ................ . 
Meallies and rubella ........ ', .............. , .......... . 
Haemophiltis influenzae type B ............... ;' .... .. 

Totals: •...... , .................................... . 

Source: Department of Health Services. 

Amount 
Required' 

$6,178 
, 1,7fJl 

5,912 
948 
774 

$15,519 

Amount 
Available 

$4,200 
1,564 
3,876 

555 
683 

$10,878 

Difference 
, -"$1,978 

-143 
-2,037 

-393 
,', --':91 

-$4,642 ' 

As shown in Table 11, the amoWlt needed to meet estimated demand 
for vaccines in 1990-91 ~xceeds the.amount available by $4.6 million, or 42 
percent of proposed expenditures. This $4.6 million shortfall translates 
into a shortfall of 498,000 doses of vaccine. 

In addition, our review indicates that the shortfall in fundiIlg may 
exceed the. $4.6 million estimat,ed by the department. This is because the 
department indicates that the CDC recently has recommend(;ldthat 
physicians doubl~ the number of doses of vaccine used to prevent 
measles;.mumps,and rubella. If the state implements the CDCrecpm
me]1dation beginning with children vaccinated in 1990-91, the, depart
ment estimates that the shortfall in funding c~>uld incr;ease.by as, much as 
$4.7 million. , 

Based on our review of the program, the shortfall in funding appears to 
have two major causes. First, the costs 'of the vaccines have increased 
significantlY ,over the past several years without corresponding increases 
in sta~e, funding. For instapce, the costs of the measles, mumps, ,aq.d 
rubella vaccine increased ,from $6.85, perdose,iIl1985 to $16)8 per dose 
in 1989, an increase of 136 percent. Similarly, the, costs of the djphtherill, 
pertussis, and tetanus vaccine increased from $2.21 per dose in 1985 to 
$7.96.per dbse in 1989, an increase of 260 percent; These price increases 
s.igm£icantly reduce the amount of vaccin,e that can be purchased' withIh 
the current funding 'level. ' 

Second,. federal funding for vaccine purchases has declined. For 
instance, federal: funding for the purchase of pediatric vaccines in 
California ,decreased from $11 million in 1989 to $8.5 million ,in 1990. This 
represents a 23 percent decrease 'in federal. funding for vaccine pur-
chases. " , 

In order ,to assist the Legislature in assessing the funding needs 'in the 
immunizatloll program, we recommend that the department report, 
prior to budget hearings, on (1) its plan for meeting the estimated 
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demand for pediatric vaccines in 1990-91 and (2) the options available for 
reducing the costs of purchasing vaccines in future'years. 

TooL.ittle, Too Late 
We withhold recommendation ona tota,l of $5,748,000 from various 

fund sources requested for five projects, pending receipt and review' of 
information justifying the requests. 

The budget includes the folloWing requests for'1990-91: 
• $3,838,000 froin the General' Fund to implement a processed foods 
, testing program as required by Ch ''1200/89 (AB 2161, Bronzan). 

'. $786,000 in reimbursementsfroill the Air Resources Board to review 
.' risk assessments and other' illformaqon on air toXics hot 'spots. 
• $578,000 from the, General Fund to eXpand the safe drinking water 

program, as required by Ch 823/89'(AB 21, Sher). 
• $428,000 from the General Fund to' establish, a testing program for 

cytologists and :cytology labs, as required by Ch 927/89 (AB 32, 
Tanner). , ' 

• $118,000 froin thE;lAIDS VaccmeResearch and Development Grant 
, Fund for two positions' to reView proposals to' test AIDS drugs. 
IIi our review of these requests, we, aske,<:l the department to provide 

specific information,inclutling (1) workload information to justify the 
need to add" position~ and the basis for the workload estimates, (2) 
information justifying the need for specific types <?fequipment, and (3) 
schedules for the implementation of programs and assessment of various 
fees. In addition, in 'the Supplemental Report of the 1989 Budget Act, the 
Legislature, required the department to submit, by January 1, 1990, a 
status report on the implementation of the safe, drinking water program. 
This report will provide the Legislature with the information necessary to 
evaluate whether, the department' has taken actions to correct program 
deficiencies., " , ' " " , 

At the time we prepared this' analysis, the department had provided 
J:loneof the, information we requested nor the statu~ report on the safe 
drinking water program. Withqut this information, the Legislature has no 
basis to determiile \vhether(l) the amolints requested for each project 
are reasonable, (2) the department intends to asses,s fees sufficient to pay 
for the costs of the programs thai are required to be fee-supported, and 
(3) the 'programs are being implemented in a marillerthat is consistent 
With legislative directives. Accordingly, we withhold reconmiendation on 
a total of $5,748,000 from various funds for five specific projects pending 
receipt and review of information justifying the projects. 

Birth Defects Monitoring Program 
The budget assumes that the department will obtain legislation 

authorizing expansion of the Birth Defects Monitoring Program into 
Los Angeles County beginning in January 1991. We recommend 
reversion of the $1. 7 million (General Fund) appropriated for program 
expansion in the current year, thereby freeing up these funds for other 
purposes, because the department does not intend to expand the 
program in the current year. 
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The budget proposes $1.7 million from the GeneralFund to expand the 

Birth Defects Monitoring Program to include Los Angeles County. The 
Birth Defects Monitoring Program is designed to track the incidence of 
birth defects, and determine. the environmental factors that cause the 
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 .. 

Over the past eight years,the.Legislature has expanded the number of 
counties in which the monitoJing program' operates. Since 1988, the 
Legislature has authorized the depaI;tment to .operate the monitoring 
program in all counties except Los Angeles County. Chapter 8, Statutes of 
1989 (AB 52, Killea), consolidated sections of existing law, specific~ly 
directing the department to operate the monitoring program in all 
counties except Los Angeles County. . 
. In the 1989 Budget Act, the Legislature appropriated $1.7 million from 

the General Fund for the department to expand the monitoring program, 
beginning January 1, 1990, to include Los Angeles County. The depart
ment indicates, however, that. despite the $1.7 million appropriation in 
the 1989 Budget Act, it does not have the authority to spend the f1lQ.ds. 
According to the department, current law (as amended by Chapter 8) 
does not specifically authorize it to operate in Los Allgeles County. 
Without specific authorization to expand the program into Los Angeles 
County, the department does not intend' to spend . the funds. The 
department indicates, that it is pursuing legisiatioll to address this 
problem. " " , ' 

The budget assumes,that the departme~t Will be successful in obtaining 
legislative authority for expanding the program into Los Angeles County: 
The budget also assumes that expansion of the program will be ,delayed 
until January 1, 1991, or' one full year after the Legislature origiriiilly 
appropriated funds for this purpose. This is because the budget proposes 
only $1.7 niillion in 1990-91 for eXpanding the monitoring prqgr~ to 
include Los Angeles County. The department indicates that the ftill-year 
costs of operating the program in ~os Angeles County would be $3.4 
million. ' ," . 

Because the department does not intend to spend the $1.7 million 
appropriated ,in the current year to expand the program,' we recommend 
that the Legislature revert these funds, thereby freeirig them up for othel: 
purposes. 
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4. TOXIC SUBSTANCES.CONTROL 

MAJOR ISSUES 

lVr· FLinding for the toxics program may be insufficient to 
L;.J continue existing levels of site mitigation and hazard

ous waste management activities in 1991-92 and. 
future years. 

~ Administrative and clerical positions in the toxics pro
L;.J gram are overbudgeted by at least $1,375,000 and 30 

personnel-years because the division underestimates 
the number of hours positions are available to work in 
a year. 

~ ~azardous waste disposal, treatment, and storage 
L;.J facilities are closing, rather than seeking final operat

ing permits. This will haye an unknown effect on the 
division's permitting and enforcement workload,reve
nue from fees imposed on facilities, and capacity 
statewide for the disposal and storage of hazardous 
wa,stes. 

The Toxic Substances Control DiVision regulates hazardous waste 
management, 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 12 displays the expenditures and funding sources for the toxics 
diVision in the prior, current, and budget year~. 

J-': 



542 / HEALTH AND WELFARE Item 4260 

DEPARTMENT OF HEALTH SERVICES-Continued 
Table 12 

Department of Health Services 
Toxic Substances, Control Division 
Expenditures and Funding Sources 

1988-89 through 1~1 
(dollars in thousands) 

Actual Est. Prop. Change (rom 1989-90 
Programs 1988-89 1989-90 1990-91 Amount Percent 
Hazardous waste management and plan-

ning 
Hazardous Waste Control Account. ...... . $34,629 $36,245 $38,952 $2,7CYJ 7.5% 

'Hazardous Waste Management Planning 
Subaccount. ............................. . 2,743 1,015 26 -989 -97.4 

Federal funds ............................. . 5,467 5,715 5,722 , ·7 0.1 
Subtotals ................................ . ($42,839) ($42,975) ($44,700) ($1,725) (4.0%) 

Site mitigation 
'General Fund ............................. . -383 16,069 6,248 -9,821 -61.1 
Hazardous Substance Account ........... . 13,256 42,292 37,893 -4,399 -10.4 
Hazardous Substance Cleanup Fund 

(bond funds) ........................... . 23,334 11,839 6,000 -5,839 -49.3 
Hazardous Site Operations and Mainte-
, nance Account .......................... . 139 608 1,932 1,324 217.8 
Superfund Bond Trust Fund ............ .. 160 512 350 -162 -31.6 
Special Account for Capital Outlay ...... . 
Federal funds ............................. . 

2,000 -2,000 -100.0 
8,894 26,540 20,435 -6,1Q5 -23.0 

Reimbursements .......................... . 1,300 1,300 
Subtotals ............................... .. ($45,400) ($99,860) ($74,158) (-$25,702) (-25.7%) 
Totals .................................. .. $88,239 $142,835 $118,858 -$23,977 -16.8% 

a Not a meaningful figure. 

The budget proposes expenditures of $118.9 million (all funds) for the 
toxics division in 1990-91. This is a decrease of $24 million, or 17 percent, 
beldw estimated current-year expenditures. The net reduction in expen
ditures results primarily from the following: 

• A decrease in funding for site cleanup contracts of $10.8 million, 
including $5 million from the General Fund and $5.8 million from the 
Hazardous Substance Cleanup Fund. The budget proposes a total of 
$16.4 million from various funds for site cleanup contracts in 1990-91. 

• A net reduction of $13 million from various funds to reflect federal 
funding changes and expenditure of one-time funds appropriated in 
legislation during the current year. 

The budget proposes a total of 988.7 positions for the division in 1990-91, 
which is an increase of 32.2 positions above the 1989-90 authorized staffing 
level. This increase reflects the budget's request for 45.2new positions, 
offset by a reduction of 13 positions due to reduced federal grant funds 
and a reduction in personnel needed for hazardous waste management 
planning. 

Table 13 displays the changes proposed in the toxics division budget for 
1990-91. 
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Table 13 
Department of Health Services 

Toxic Substances Control' Division 
Proposed 1990-91 Budget Changes 

(dollars in thousands) 

1989-90 expenditures (Budget Act) 
Baseline adjustments, 1989-90: 

Statutory appropriations ....................... ; ... . 
Debt service for bond funds ...................... .. 
Federal funds for operations and maintenance of 

Stringfellow ...................................... . 
Miscellaneous personal services adjustments ..... . 
Federal special projects reduction ................ . 

1989-90 expenditUres (revised) 
Baseline adjustments, 1990-91: 

Full-year effect of 1989-90 employee compenSa-
tion increases .................................... . 

Pro rata, Statewide Cost Allocation Plan, and 
opera~g expense adjustInent .................. . 

Decrease in debt service for bond funds ......... . 
Accounting. change in responsible-party 

recoveries ........................................ . 
Decrease in federal special projects ............... . 
Increase in site operations and maintenance of 

Stringfellow .......... ~ ........................... . 
Reduction in bond funds available for site 

mitigation .... ,' ................................... . 
Elimination of statutory appropriations: ......... . 

Cleanup of Stringfellow and San Gabriel sites, 
Ch 1428/85 ... :.: .............................. . 

Hazardous waste fees, Ch 1376/88 .............. . 
Cleanup of ASARCO site, Ch 1508/86 .......... . 
Cleanup of ASARCO site, Ch 1624/88 .......... . 
S~btotals, baseline adjustments ................. . 

Program, change proposals: 
Increase inspections of state-only regulated 

facilities .......................................... . 
Continue hazardous waste management planning 

at a reduced level .............................. .. 
Decrease in site mitigation funding ............... . 
Hazardous waste reduction program .............. . 
Miscellaneous changes ............................. . 

Subtotals, program changes .................... .. 
1990-91 expenditures (proposed) 
Change from 1989-90 (revised): 

Aniount. ............................................ . 
Percent ............................................. . 

Positions 
974.5 

'--18.0 
956.5 

-9.0 

(...,.9.0) 

23.3 

-4.0 

7:0· 
14.9 

(41.2) 
988.7 

32.2 
3.4% 

HSCF-Hazardous Substance Cleanup Fund (bond funds) 
HWCA-Hazardous Waste Control Account 
HSOMA~Hazardous Site Operations and Maintenance Account 
SAFCO-Special Account for Capital Outlay 

Amount 
$80,940 

56,644 
5,512 

608 
1,131 

-2,000 
$142,835 

918 

-1,312 
-162 

-2,100 
-6,013 

1,419 

-5,839 

-4,480 
-150 
-341· 

-2,000 
(-$20,060) 

1,316 

":526 
-5,000 

416 
-123 

( -$3,917) 
$118,858 

-$23,977 
-16.8% 

Fund 
Various 

Various 
Various 

Federal 
Various 
Federal 

Various 

Various 
Various 

Various 
Various 

HSOMA 

HSCF 

General 
HWCA 

General 
SAFCO 

HWCA 

Various 
General 
HWCA 
Various 
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Future Funding of Toxics Program Uncertain 

Our analysis indicates that funding for the toxics program may be 
insufficient to continue existing levels of site mitigation and hazardous 
waste management activities in 1991-92 and future years. 

. , 

Legislature Restructures Toxics Program Funding . .. In re(!ent years, 
the Toxic Substances Control Program has been supported,by a combi
nation of fees, special taxes, and bond funds. Specifically, the program has 
been supported from three major fund sources. . -,. 

The Hazardous Waste Control Account (HWCA) has funded tl:iestate's 
hazardous waste management programs. The ac~ounthas. been sup
ported by fees assessed against (1) disposers of hazardous waste; (2) 
storage, treatment, and disposal facility operators; and (3) facilities that 
generate hazardous waste. 

The Hazardous Substance Account (HSA) and, tlt~ Hazardous Sub
stance Cleanup Fund (HSCF, bond funds) have fun,dedthe st~te.\site 
mitigation program. The HSA has been supported by a tax paid on, all 
hazardous waste disposed to land. The tax rate has been adjusted annually 
to reflect the total amount and type of hazardous waste disposed of 
in-state and was set at a level sufficient to generate total revenue of $~5 
million annually. The HSCF has been supported by $100 Inillion in bond 
funding approved by the voters in 1984. The . law requires that $5 million 
be transferred each year from the HSA to· a special fund to pay the 
principal and interest on the bonds. The division estimates that all hut 
$9.8 million of the bond funds will be spent in the current year; 

In order to address the decline in bon<l funds available for site 
mitigation and the sunset of the HWCA fees.in July 1989, the Legislature 
enacted Ch 269/89 (SB 475, Torres) and Ch 1032/89 (AB 41, Wright). 
These two acts (1) restructure funding for the toxics program and (2) 
appropriate funds needed for operation of the p~ogram in 1989~90: 
Among their provisions, the acts: . 

• Continue existing fees on hazardous waste generators, disposers, and 
facilities. The acts establish a base rate for these fees and taxes,and 
eliminate formulas contained in prior law.. . 

• Impose an environmental fee on corporations that use, generate, 
store, or conduct activities related to hazardous materials. 

• Establish an activity fee charged to all responsible parties to cover 
the costs of. the department for overseeing site cleanups. . 

• Expand the tax on hazardous waste disposal to include hazardous 
waste disposed in other states. 

• Eliminate the $15 million cap on the. HSA. 
• Shift from the HWCA to the HSA revenue from the hazardous waste 

disposal fee. 
• Appropriate $10 million from the General Fund for site mitigatibn 

activities in 1989-90. 
• Accelerated the collection of the tax on hazardous waste disposal by 

shifting, from July 1 to March 1, the collection date of the tax. This 
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results in a one-time $17 Iriillibn windfall to the HSA in the current 
year. . . 

These acts are designed to fund site mitigation and hazardous waste 
management activities without the continued need for bond funds by 
providing new and increased fees and taxes. 

Reduction in Site Cleanup Contracts Proposed for 199fJ..91. According 
to the budget, the total resources available in the HWCA, consisting of 
funds carried over from prior years as well as fee revenues resulting from 
Chapters 269 and 1032, are sufficient to (1) continue the current level of 
toxics program activities in 1990-91 and (2) leave a reasonable reserve for 
contipgencies and emergencies. 

The resources available in the HSA and HSCF, however, are not 
sufficient to continue the current level of site cleanup contracts. The 
budget reflects a reduction of $5.8 million in 1990-91 as a result of 
declining bond funds. Overall, the reduction in site cleanup contracts is 
$10.8 million, however, due to a related reduction of $5 million in General 
Fund support. . . 

Reductions in Both Hazardous Waste Management and Site Mitiga
tion Programs May Be Necessary in 1991-92. As a result of the problems 
the division has had historically in adequately funding site mitigation and 
hazardous waste management activities, we projected expenditures and 
revenues for the division beyond the budget year into 1991-92. Our 
analysis indicates that resources do not appear sufficient to continue 
toxics program activities in 1991-92 at proposed 1990-91 levels. 

As shown in Table 14, we estimate that the costs of maintaining the 
1990-91 level of site mitigation activities may exceed the re~ources 
available by $15 million, or 27 percent of 1990-91 site mitigation expen
ditures. A portion of this funding shortfall is· due to a decline from $6 
million in 1990-91 to $3.8 million m1991-92 in the amount of HSCF bond 
funds available for site cleanup. Furthermore, we estimate that the costs 
of maintaining 1990-91 levels of hazardous waste management activities 
funded from the HWCA will leave little reserve in the HWCA in 1991-92 
for contingencies and emergencies. 

The projected shortfall in the HSA and the inadequate reserve for 
contingencies and emergencies in the HWCA result primarily because 
fee revenues to the HWCA and HSA are insufficient to maintain the 
proposed 1990-91 level of toxics program activities. Essentially, the 
division proposes to fund its 1990-91 expenditures by drawing down 
reserves. However, in 1991-92 the beginning reserves do not appear 
sufficient to both· fill the gaps between revenues and expenditures and 
allow an adequate ending reserve. 

Gap· Between Resources and Expenditures Likely to Grow Beyond 
1991-92. We estimate that the shortfall between resources and expendi
turesis likely to grow in future years. We reach this conclusion for four 
major reasons.· First, the projected resources for 1991-92 include a 
beginning reserve of $3.9 million in the HSA and $3.3 million in the 
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Table 14 

Department of Health Services 
Toxic Substances Control Program 

Revenue and Expenditures 
1989-90 through 1991-92 
(dollars in ttlousands) 

Hazardous Substance Account a 

Beginning reserves ....... '.' ........................ . 
Revenue ... ' ........................... ' ....... : ..... : . 

. Expenditures ...... : ................. :' .............. . 
Ending reserves .. ' ........ ' ....................... , 

Hazar?o~Subs~ce Cleanup ~und a 

Begunung reserves ... , ... ~ ........ , ................. . 
Revenue ............................................ . 
Expenditures ....................................... . 

Ending"reserves ....... ': .. ; .' ..... ; ............ ' ... . 
Genera! Fund and reimbursements 

Expendi,tures ........................................ . 
H\lZardous Waste Control Account a 

, Beginning reserves ................................. . 
, Revenue ................... : ........... ; ............ . 

Expenditures .... '.' .. : .............................. . 
Ending reserves ......... c ....................... . 

, Est. 
1989-90 , 

$1,590 
67,r;:rT8 
53,732 
15,836 

$21,600 

11,800 
9,800 

$lO,oop 

$11,678 
50,124 
53,913 
7,889 
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Legfsl4tive 
Analyst's 

Office, 
,Prop. Estimate 
1f)9().91 199J.f)2 

$15,836 $3,902 
33,777 29,091 b 

45,711 c 45,920 
3,902 -12,927 

$9,800 .$3,800 

6,000 6,000 
3,800 -2,200 

$6,300 d $6,3()() 

" $7,889 $3,262 
"53,033 53,033 
57,660~ 55,761 
3,262 534 

a The numbers for these funds do not tie to the numbers in the Govemor's Budget due to different 
methods used for accounting for expimditures and revenue, and adjustments for technical errors. 

b Assumes an 18 percent annual decline in hazardous waste disposed to land. . : 
c Assunies 3.9. percent increase in employee compensation beginning January 1, 1991. 
d This consists of $5 million from the General Fund and $1.3 million in reimbursements., The $1.3 million 
, "'increase in reimbUrsements in 1990-91 is due to an accounting change. 

HWCA, These reserves will help fill part of the g~p between revenues 
and expenditures in 1991-92. However, we project that little or no 
beginning reserves will be available in future years to help fill.' the gap 
between revenues and expenditures. 

Second; the amount of hazardous waste disposed to land. .has declined 
in recent years, and it is expected to continue to, decline in future years. 
'This will result in a continued decline in the amount, of revenue 
deposited into the HSA from fees and taxes on hazardous waste disposal. 
The budget estimates that the tonnage of hazardou~ waste disposed to 
land will decline by 18 percent from current year to,budget year. The 
decline in hazardous waste disposed to land and. the decline in revenue 
from disposal fees are likely to continue in the future. This,is due to 
recent legislation and continuing departmental activities encouraging 
industries to reduce.the amount of hazardous waste generated, and 
restricting the types of wastes that can be disposed to land. 

Third, although revenues to the HSA for cleaning up hazardous waste 
sites are likely to decline in the future, the costs of cleaning up hazardous 
waste sites are likely to increase in the future as a result of inflation. 
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Although Chapters 269 and 1032 do allow many fees to be adjusted to 
compensa~e for inflation, . these acts do not allow fees or taxes on 
hazardous waste disposal. to be adjusted for inflation until 1994-95. 
Accordingly, between 1991~~2 and 1994-95, the costs of site niitigation will 
grow, without corresponding increases in revenue. 

Fourth, Chapters 269 and 1032 do-not provide a mechanism to increase 
fees topay for the costs of new or eXpanded programs resulting from new 
legislation. Accordingly, in order to implement any future legislation or 
expand existing programs to address new problems, the department will 
have to either (1) reduce expenditures in other programs to fund the 
new or increased level of activities or (2) seek additional legislation to 
provide for· increased fees. 

Administrative and Support Personnel Overbudgeted 
We recommend a reduction of $1,375,000 and 30 personnel-years from 

various funds because the department has overbudgeted administrative 
and clerical positions. . We further recommend that the department 
submit, prior to budget hearings, information .on the time required by 
personnel for training and administrative' activities. (Reduce Item 
4260-011-014 by $570,000, Item 4260-011-455 by $422,000, Item 4260-011-
890 by $84,000, and Item 4260-021-890 by $299;000.) 

. The budget proposes. a total 6f $42:2 million from various funds for 
support of988.7 technical, clerical, and administrative positions to carry 
out site' niitigation and hazardous waste management programs. 

To determine the number of positions needed to carry out these 
programs; the division has idenlified (1)' the specific activities to be 
performed and (2) the number of hours 'required to perform each 
activity. The division det~rmined the number. of personnel needed by 
dividing the total.number of hours required to accomplish each activity 
by the total number of hours a positionis.available to work in a year. 

State regulations specify that for budgeting and acc01,mting purposes a 
. po~itiQn is· available to work 1,778 hours per year. The regulations allow 
for time taken off for vacations, holidays, sick leave, jury duty, bereave-
ment leaye, informal time off, and military leave. .. 

T}ledivision, however, in calculating the number of positions needed, 
estima.testhat each position is available to work only 1,568 hours per year, 
or 210 hours less than the number of hours specified in regulations. The 
division illdicates that it bases its personnel needs on 1~568 h6ursper year, 
rather than 1,778 hours per year, because (1) division personnel spend 
approximately 125 hours per year performing administrative duties and 

, (2) division persoIinel who enter hazardous waste sites are required to 
attend annually' a series of training courses. The division estimates that 
employees entering hazardous waste sites spend 85 hours in training each 
year.' 

We identified two major probl€(ffis with the division~s method· of 
calculating the number of positions it needs. First, the division has 
overbudgeted the number of clerical and administrative positions needed 



548 / HEALTH AND WELFARE Item 4260 

DEPARTMENT. OF HEALTH SERVICE$-Contii'lued 
for support of the. division. Second, the division has not Justified the 
.9.mount. of time needed for traiirlng and administration. 

Clerical and Administrative Positions Overbudgeted. the division 
uses. 1,568 working hours per year per position to determine the number 
. of all· types of p01jitions, including clerical and administrative. positions. 
Our review indicates, however, that clerical positions are available to 
work 1,778 hours per year and administrative positions are available to 
. work at least 1,65;3 hours per year. This is for two reasons. First, neither 
clerical nor administrative personnel require 85 hours of training to enter 
hazardous waste sites because they do not enter sites. Second, clerical 
positions do not need 125 hours fqr administrative duties because cleric.al 
personnel have few, if any, administrative duties above their specific job 
requirements. In fact, the division appears to specifically budget time for 
administrative activities as part of the job requirements for some clerical 
positions. The workload calculations do not specifically identify these 
activities for all types of positions. 

Based on these. revised estimates for clerical arid administrative 
positions, the division's funding request overstates by $1,375,000 and 30 
personnel-years the amount actually needed for support of the division. 
Accordingly, we recommend a reduction of $1,375,()()(j and 30 personnel
years from various funds because the budget overstates the amount of 
clerical and administrative positions needed. 

Division Has Not Justified the Time Needed for Training and 
Administration. The division could not provide justification for the need 
for . (1) 85 hours of trainirtg each year for persons· required to enter 
hazardous waste sites or (2) 125 hours each year for administrative or 
technical personnel to perform administrative activities. Although the 
division requires personnel entering hazardous waste sites to'have special 
training, the division's list of required training courses· totals to· only 24 
houis, or 61 hours less than the time budgeted:· In addition, the division 
could provide no basis for its estimate of the amount of time needed by 
personnel for administrative activities. Further, it is not clear how the 
administrative duties included in individual job descriptions relate to the 
125 hours of administrative activities used in calculaHng available work
ing hours . 
. In order to provide the Legislature with the iriformation necessary to 

determine the number of technical and administrativ,e personnel neces
sary to carry out the functions .of the divi~ion, we recommend' that the 
division . submit, prior to budget hearings, information on the time 
required for (1) training and (2) administrative activities for each 
classification of professional, technical, and administrative personnel. We 
recommend that the department also submit, prior to bu,dget hearings, 
information identifying for each classification the number of hours 
budgeted for training and administrative activities in the department's 
workload standards. 
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A. HAZARDOUS WASTE MANAGEMENT 

Permitting of Hazardous Waste Facilities 

We recommend that the department 'report, prior to budget hearings, 
on the effect of recent and projected· closures of hazardous waste 
disposal, treatment, and storage facilities on (J) permitting and 
enforcement workload and (2) statewide capacity for the disposal of 
hazardous wastes. 

The Congress enacted the Resource Conservation and Recovery Act 
(RCRA) in 1976 to regulate the management of hazardous waste and 
improve waste disposal practices. The Toxic Substances Control Division 
has received interim authorization from the Environmental Protection 
Agency (EPA) to administer· in California. the .federal hazardous waste 
regulatory program .. The division's budget proposes a total of $31.6 
million, consisting of $25.9 million from the Hazardous Waste Control 
Account (HWCA) and $5.7 million in federal funds, to issue permits to 
hazardous waste management facilities, enforce' hazardous waste man
agement laws, and ensure proper closure of facilities. . 

Upon implementation of the RCRA program, facilities were required 
to report to the appropriate federal' or state' regulatory agency on their 
operations. Facilities received "interim status" permits in order to be able 
to continue operation until final permits were issued, Facilities with an 
interim,status.permit are required to comply with general requirements 
involving reporting of the amount of waste disposed or treated, emer
gency procedures; groundwater monitoring, and design fUld operation. 

Federal law provides a schedule for federal or state regulatory agenCies 
to issue final permits or deny permits. Specifically, federal law requires 
regulatory agencies to issue final permits or deny permits for (1) land 
disposal facilities by November 8, 1988, (2) incineration facilities by 
November 8,1989, and (3) treatment and storage facilities by November 
8, 1992. Prior to receiving a final permit, facilities must meet detailed 
construction and ()perating requirements. 

The department indicates that many facilities operating under interim 
permits have decided to cease operations and close, rather than seekfinal 
permits. Table 15 compares the number of land disposal, incineration, 
and treatment and storage facilities that have operated in the state under 
interim permits with the number that received (for land disposal and 
incineration facilities) or applied for (for treatment and storage facilities) 
final permits. As shown in Table 15, as a result. of requiring facilities to 
obtain final permits or close, the number of (1) land disposal facilities 
declined by 93 percent, (2) incineration facilities declined by 33 percent, 
and (3) tFeatmentand storage facilities declined by 48 percent. In 
addition, the department indicates that although 183 treatment and 
storage facilities have applied for final permits, the number of facilities 
that actually will receive final permits is likely to be much smaller. The 
department indicates that most facilities ,have closed, rather than seek 
final permits, because of the high costs of retrofitting existing facilities 
and operations to meet final permit requirements. 
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Table 15 

Department of Health Services 
Toxic Substances Control Division 

Interim and Final Permits by Facility Type 
1989-90 

Facility Type 
Land disposal ......................................... . 
Incineration .......................................... . 
Treatment and storage ............................... . 

Interim 
Permits 

80 
12 

350 

a Based on the number of facilities applying for final permits. 

Final 
Permits 

6 
8 

183(est.) • 
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Percent 
Change 
":'92.5% 
-33.3% 
-47.7% 

As a result of the large number of facilities that have decided to close, 
much of the department's workload has shifted from permitting facilities 
to ensuring proper closure of facilities. The department indicates that the 
workload associated with ensuring proper closure of a facility is equal to 
the workload associated with permitting a facility, and therefore the shift 
will have no effect on overall department staffing levels or program costs. 
Our review of the department's annual work plan, however, indicates 
that the workload associated with facility closure appears to be less than 
the workload associated with permitting facilities. Furthermore,oI'lce the 
department has certified that a facility has closed properly, the depart
ment no longer needs to inspect the facility, and the facility is no longer 
required to pay fees to both the HWCA and HSA. Accordingly, the shift 
from permitting to clo~ure appears to result in (1) reduced costs to the 
HWCA asa result of reduced regulatory and enforcement workload and 
(2) reduced revenue to the ,HWCA and HSA in the long run as facilities 
close' and stop paying fees. At this time, however, we do not have 
sufficient information to' estimate the reductions in costs or revenues. . 

In addition, the closure of these facilities will reduce the amount of 
capacity statewide. for the treatment, storage, and disposal of hazardous 
wastes. However, we db not have information to evaluate whether the 
closure of facilities will result in insufficient capacity to treat and dispose 
of waste generated in the state. 

The Legislature needs information on the effect of facility closures on 
costs and revenues to the HWCA and HSA, and on statewide disposal 
capacity, to evaluate the department's budget request and .assess the 
long-term viability 'of the HWCA and HSA. Accordingly, we recommend 
that the department submit prior to budget hearings (1).an assessment of 
the number of positions and funding needed in 1990-91, 1991-92, and 
1992-93 for (a) certifying the closure of land disposal, incineration; and 
treatment and storage facilities 'and (b) permitting facilities compared 
with the number of positions and funding budgeted in 1990-91 for these 
activities; (2) the basis for the department's estimates, including (a) a 
schedule for certifying facility closures and for permitting facilities and 
(b) an.evaluation of the workload associated with certifying the closure 
of a land disposal facility, incineration facility, and treatment and storage 
facility compared with permitting similar facilities; (3) an estimate of the 
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revenue loss to the HWCA and the HSA in 1990-91, 1991-92, and 1992-93 
that will result from the closure of facilities, and the. basis for the 
estimated revenue loss; and (4) an estimate of the reduction in statewide 
capacity for land disposal, incineration; and treatment and storage 
resulting from facility closures, and an assessment of whether such a 
reduction will result in shortfalls in the capacity to treat and dispose of 
hazardous wastes in-state. 
B. SITE MITIGATION· 
Legislature Needs Information on Cost Recovery Program 

We withhold recommendation on 14 positions and $718,(}()() requested 
from the Hazardous Substance Account (HSA) to recover costs from 
responsible parties for site mitigation activities, pending receipt of an 
evaluation of the cost recovery program that was due December 1,1989. 

The budget proposes 14 positions and $718,000 from the HSA to recover 
costs from responsible parties for site mitigation activities. Under current 
law, responsible parties are liable for the costs of site cleanup and state 
oversight of hazardous waste site cleanup. In the past, responsible parties 
could pay for state costs in advance or after the costs were incurred. 
However, Ch 269/89 (SB 475, Torres) and Ch 1032/89 (AB 41, Wright) 
require the department to collect, in advance, fees for state oversight of 
hazardous waste site· Cleanups. If the actual costs of oversight exceed the 
fees paid, the DHS is required to bill the responsible parties for the 
difference. When payments are not made by a responsible party, state 
law requires the costs to be recovered by the Attorney General's Office. 

In 1988-89 'and 1989-90, the department requested, and the Legislature 
approved, 14 positions and $718,000 to implement a post-expenditure cost 
recovery program. However, during hearings on the 1989-90 budget, the 
Legislature expressed concern over the department's'implementation of 
the cost recovery program. As a result, the Legislature adopted language 
in the Supplemental Report of the 1989 Budget Act requiring the 
department to submit, by December 1~ 1989, a report on the cost 
recovery program. Specifically, the department was required to provide 
the following information: 

• Justification for the 14 positions budgeted for the purposes of 
responsible party cost recovery. ., , 

• A schedule for program implementation. 
• IdentificaHon of the number of responsible parties that have and 

have not been billed and an explanation as to why some have not 
been billed. 

• The number of responsible parties that have been referred to the 
Attorney General's Office, and the number of cases involving 
responsible party reimbursement that the Attorney General has 
successfully resolved. 

• A cost analysis of the total amount of funds recovered. 
, At the time we prepared this analysis (early February), the depart

ment had not submitted to the Legislature the report on the cost 
recovery program. Without the information in the report, the Legislature 
has no basis for evaluating (1) whether the department is making 
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reasonable progress in recovering costs from responsible parties or (2) 
the need for 14 positions and $718,000. Accordingly, we withhold recom
mendatiori on 14 positions and $718,000 from the HSA pending receipt 
and review of the department's report on the cost recovery program. 

Additional Information Needed on Site Mitigation Program 

We withhold recommendation on a total of $10,375,000 requested 
from various funds for the contracts for cleanup of hazardous waste 
sites, pending receipt of information justifying the amounts requested 
for each site; 

The budget identifies a total of $16,375,000 for site cleanup contracts at 
sites where the· department has not Identified a responsible party, or 
where a responsible party refuses to take corrective action. This amount 
consists of $5 million from the General Fund, $5,375,000 from the 
Hazardous Substance Account (HSA), and $6 million from the Ha?:ardous 
Substance Cleanup Fund (HSCF - bond funds). 

In accordance with Ch 1032/89 (AB 41, Wright), the Budget Bill 
schedules expenditures from the HSA and General Fund for site mitiga
tion on a site-specific basis. In addition, the department has submitted a 
site-specific schedule for proposed expenditures from the HSCF. (The 
HSCF funds are not scheduled in the Budget Bill because they haye 
already been appropriated.) 

In our review of the department's expen.diture plan, we asked tp.e 
department to explain the basis for the amounts requested for each site. 
At the time we prepared this analysis, however, the department had not 
provided this information. Without information justifying the amounts 
requested for each site, we have no basis for determining whether the 
amounts requested are reasonable. Accordingly, we withhold recommen
dation on $10,375,000 requested from various funds for contracts' for 
cleanup of hazardous waste sites, pending receipt of information justify
ing the amounts requested for each sIte. 

Additional Information Needed on Funding 'Site Evaluation Work 

We recommend that the department report, prior to budget hearings, 
on (1) which positions it will redirect to conduct preliminary assess
ments and site inspections of hazardous waste sites, (2) how these 
positions currently are funded, and (3) the programmatic effect of the 
redirections. . 

The budget proposes approximately $1.1 'million for departmental 
personnel to conduct "preliminary assessments and site inspections" 
(PA/SIs) of potential hazardous waste sites. The PA/SI process is the first 
phase of a multi-phase process to identify the type and extent. of 
contamination at a hazardous waste site, and to clean up contamination 
at a site. The preliminary assessment consists of reviewing information 
from various sources to identify (1) whether activities conduc;ted on the 
site are likely to have resulted in con.tamination of the site and (2) 
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potential responsible parties that the department can require to clean up 
the site. The prellininary assessment also entails viewing the site for 
obvious signs of contamination. 

Once the department has completed the preliminary assessment, it 
conducts a site inspection in which it analyzes samples taken from the site 
and looks for additional evidence regarding potential contamination and 
potentially responsible parties. If the department identifiescontatnimi
tion at the site inspection, it (1) stabilizes the site to prevent further 
contamination and to reduce the threat to .the public health and the 
environment, (2) develops an initial assessment of the public health apd 
environmental hazard of the site to determine whether the site should be 
referred to the Environmental Protection Agency' (EPA) for ranking on 
the federal Superfund list or assigned a departmental cleanup priority, 
and (3) begins other phases of mitigation that include developing plans 
for cleanup. 

In recent year~,the department has funded PAISI activities primarily 
from federal funds pursuant to an agreement with the EPA. The 
department indicates that over the last several years, it has spent $1 
million to $2 million annually in federal funds on PAl SI. In the current 
year;'lhe department notified the Legislature that it has discontinued the 
agreement with the EPA, and will no longer receive federal funding for 
PAISI activities. The department indicates that the EPA has increased 
significantly the type and amount of information that the department 
must develop and submit to EPA, but reduced the amount it will pay for 
PAISI activities. The department indicates that the funding from EPA 
would not P!ly for the costs of developing the information. 

The department indicates that it will continue PAISI activities without 
federal funds in two ways. First, the department will impose a $7,500 fee 
on responsible parties, if a responsible party can be identified, to pay for 
the costs of the PA/SI. Chapters 269 and 1032, Statutes of 1989 (SB 475, 
Torres, and AB41, Wright), authorize a $7,500 fee on responsible parties 
to pay for the costs of a "preliminary endangerment assessment," which 
is essentially the same as a PA/SI. 

In addition, the department indicates that it intends to redirect 
personnel from various other toxic programs to perform PA/SIs. The 
department, however, has not identified (1) which positions it will 
redirect, (2) how these positions currently are £unded, or (3) the 
programmatic effect of the redirections. Without this information, the 
Legislature cannot evaluate whether the proposed redirections are 
consistent with legislative priorities. 

Accordingly, we recommend that the department report on these 
issues prior to budget hearings. 
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. 5. CALIFORNIA MEDICAL ASSISTANCE PROGRAM ·(Medi-Cal). 

MAJOR ISSUES 

fi7f Proposalstosave.$62.1 million (General Fund) through 
L;.J a drug discount program, reduced reimbursement for 

. incontinence supplies, and restructuring rates for 
physicians are not fully developed., 

Ii1f A proposal to save $36.4 million (General Fund) by 
L;.J eliminating six optional benefits could increase Medi- . 

Cal costs for other services. . . 

Ii1f The department estimates thatGeneral Fp,nd cpst?.for .. 
L;.J undocumented persons will be$1 00.4 million higher in 

the current year than estimated in the 1989 Budget . 
Act, and will increase an additional $31.4 millioniri 
1990-91. The increase in the current-year-estimate is 
due to increases in caseload, rather than increases in 
anticipated cost per .case. The cause of the inQrease 
is unknown. 

TheCallfornia Medical Assistance Program (Medi-Cal) ·is a joint 
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$8.1 billion ($3.9 billion 
General Fund) in 1990-91, including $110.2 million ($31 million General 
Fund) for state administration. The total level of General Fund expen
ditures proposed for Medi-Cal in the budget year represents an increase 
of $210.4 million, or 5.8 percent, as compared with estimated expendi
tures in the current year. 

Table 16 shows Medi-Cal expenditures for 1988-89 through 1990-91. 



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

Item 4260 HEALTH AND WELFARE / 555 

Table 16 
Department of Health Services 

Medi-Cal Program 
Expenditures and Funding Sources 

1988-89 through 1.91 
(dollars in thousands) 

Actual Est. 
Fund 1988-89 1989-90 

Health services ...................... General $2,915,437 $3,475,:310 
All 5,899,146 7,019,567 ' 

County administration .............. General 79,817 131,785 
All 1':'1,954, 320,781 

Claims processing ................... General 12,888 14,770 ,. All ' 
49,754 56,360 

Subtotals ......... ,.: ............. General $3,008,142 $3,621,865 
All 6,120,854 7,396,708 

State administration ................. General '%1,676 29,137 
All ff1;777 107,996 

Totals ............................ General $3,035,818 $3,651,002 
All 6,208,631 7,504,704 

, ' , 

,Percent 
Change 

Prop .• From 
1990-91 1989-90 

,r 
$3,664,082 5.4% 
7,597,173 8.2 

152,229 15.5 
324,461 1.1 
14,091 -4.6 
56,239 -0.2 

$3,830,402 5.8% 
7,977,~3 t9 

30,996 ·6.4 
110,191 2.0 

$3,861,398 15.8% 
8,088,064 7.8 

Federal,State, and County Responsibilities Under the Medi-Cal Program 

The administration and funding ,of Medi-Calare shared by the federal 
and state' governments. Counties perform certain, tasks on behalf of the 
state. 

The state U>epartment of Health SerVices (DHS) develops regulations, 
establishes rates of payment to health care proViders, reViews requests for 
authorization of certain" types of tr,~atment prior to delivery, audits 
proVider costs, recovers payments due from private insurance compaIiies 
and other sources, reViews county eligibility determinations, and man
ages various contracts with, privai:evendors for pr9cessing of proVider 
claims. Other state agencies, including the Califoriria Medical Assistance 
Commissiori,and the Department of Social Services, perform Medi-Cal

"related functions under agreements with the 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 fe,deral Departmerit of Health' and' Human SerVices, through its 

Health, Care Financing Administration, proVides policy guidance and 
financial support for the Medi-Cal Program. 

'Eligibility 

Persons eligible for Medi-Cal fall into three major categories: categor
ically needy, medically needy, and medically indigent. The categorically 
needy (cash grant recipients) consist of families or individuals who 
receive cash assistance under two programs - Aid to Families with 
Dependent Children (AFDC) and Supplemental Security Income/State 
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Supplementary Program (SSIISSP). The categorically needy automati
cally receive Medi-Cal cards and pay no part of their medical expenses. 

The medically needy include families with dependent children and 
aged, blind, or disabled persons who are ineligible for cash assistance 
because their income exceeds cash grant standards. Individuals who are 
not eligible for a cash grant due to their income can become eligible for 
Meqi-Cal if their medical expenses require them to "spend down" their 
iI;l.comes to 133 1/3 percent of the AFDC payment level specified fortlleir 
householdsfze. Medically needy beneficiaries who reside in long-term 
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 (tl,Iat is, they do not belong to families with dependent children 
and are not aged, bOOd, or disabled) but who meet income and 
share-of-cost criteria that apply to the medically needy category. Cover
age under the medically 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 facilities. 

Recent state, and federal legislation has extended eligibility for some 
Medi-Cal services to people in four additional categories: (1) newly 
legalized persons, (2) undocumented persons, .(3) pregnant women and 
their children under age one in families with incomes up to 200 percent 
of the federal poverty level, and (4) qualified Medicare beneficiaries. We 
discuss the services provided to these persons in our section on Medi-Cal 
health services. 

Eligibles, U~ers, anc:l Expenditures by Eligibility Category in 1990-91 
Eligibles. Table 17 shows the average number of persons per month 

who were eligible f<;>r Medi-Cal in each eligibility categqry in 1988-89 and 
the number. that the budget estimates will be eligible in 1989-90 and 
1990-91. The .table shows that an average of 3,498,200 persons will be 
eligible for Medi-Cal. benefits each month during 1990-91. This is 101,600 
individuals, or 3 percent, more than the average number of beneficiaries 
eligible in the current.year.· ., .'.. 

Expenditures by Eligibility Category. Table 18 shows the percentages 
of eligibles and expenditures that each eligible group is anticipated to 
account for in 1989-90. It also shows average cost per eligible. As the table 

. shows, families receiving AFDC grants constitute, 58 percent of Medi,Cal 
eligibles and 24percenf <;>f expenditures. The SSIISSP recipients, on the 
other hand, make up 25 percent of the caseloadand aCCOllnt for 38 
percent of the expenditures: Long-term care residents accoUnt for only 
1.9 percent of the caseload, yet they account for 18 percent of expendi
tures. 
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Table 17 
Department· of Health Services 

Average Monthly Med.i-Cal Program Eligible Recipients 
By Eligibility Category . 
1~ through 1990-91 

Actual Est. 
1988-89 1989-90 

Prop. Change From 1989:90 
1990-91' Amount·· Percent 

" 

Categorically needy 
AFDC ..................................... . 1,916,700 1,963,200 1,989,800 26,600 
SSI/SSP .................................... . 801,600 833,200 . 864,400 • 31,200 

Medically needy 
Families .................................... . 
Aged, bOOd, or disabled ................... . 
LOng-tenn care ............................ . 

21~,100 . 221,600 .' 220,900 . ~700 
56,500 58,100 '. 57,900 -200 
63,200 63,700 "64,300 600 

Medically indigent 
Children ................................... . 115,800 130,700 133,900 > 3,200 .. 
Adults ...................................... . 8,600 7,900 8,200 300 

Refugees ................................. ,: ..... . 10,300 . 11,600 11,900 300 
Newly legalized persons .................... . 
Undocwnented persons ...................... . 

5,600. 16,1011 ' 28,900 "'12;800 
31,000 90;500 118,000 '27,500 

Totals ................................... . 3,228,400 3,396;600 3,498,200 "101,600 

Table 18· 
Department of Health Services 

Medi-Cal Expenditure Patterns by Eligibility Category a 

1989-90 

Categorically needy 

Percent of 
. Eligibles 

AFDe ............................................ ·.... . 58.0% 
SSI/SSP ........................................... .... 24.6 

Medically needy . . 
Families .......................................... " ... : 6.5 . 
Aged, blind, or disabled.. .. . .. .. .. .. .. .. .. .. .. .. .. .. 1.7 
Long-tenn care ................................ :. , . . .. 1..9 

Medically indigent' . 
Children.. .. .. . .. .. .. .. .. .. . .. . .. .. .. .. .. .. .. .. . .. .. . 3.9 
Adults................................................ 0.2 

Newly legalized persons. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.5 
Undocwnented persons.................. ............. 2.7 

Totals. . .. . . . .. .. . . . . . . . . . . . . . . .. . . . . . . . . . . .. . . . . . . . 100.0% 

a Excludes refugees. Details may not add to totals due to rounding. 

Scope of Benefits 

. Percentof 
Expenditures ... 

23.6% 
38.1 

6.0 
5.1 

17.6 

3.3 
1.2 
0.8 
4.3 

100.0% 

<','-

1.4% 
3J 

-0.3 
-0.3 

0:9 

2.4 
3.8 
2.6 

79.5 
:" 30.4' 

3.0% 

.. CostPer 
Eligible, 

. $831 
3,173 

1,865 
6,081 

19,205 

1,738 
10,754 
3,416 

.3,261 
$2,001 

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-relatedservjces. Many:Medi-Cal 
services, however, require prior state authorization and.~ay not be paid 
for Unless the service is medically necessary. NotalLservices allowed.in 
California 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-
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tient; skilled nursing; physician services; laboratory and X-ray; home 
health care; early and periodic screening, diagnosis, and treatment 
(EPSDT) for individuals under 21; family planning; and rural health 
clinics (as defined unqer Medicare). In addition, the federal government 
provides matching funds for 32 optional services. California currently 
provides 30 of these 32 optional benefits. 

Estimates Will be Updated in May 
We withhold recommendation on $8 billion ($3.8 billion General 

Fund) requested for local assistance under the Medi-Cal Progra~ 
pending review of revised Medi-Cal expenditure estimates to be sub
mitted in May. 

The proposed expenditures for the Medi-Cal Program are based on 
actual program costs through August 1989. The department will present 
revised estimates in May, which will be based on program costs through 
February 1990. Because the revised estimates will be based on more 
recent experience, the estimates will provide the Legislature with a more 
reliable basis for budgeting 1990-91 expenditures. We therefore withho~d 
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 $149.2 Million in 1989-90 

The budget anticipates that expenditures for Medi-Cal health services 
during 1989-90 will exceed available funds by $240.9 million ($149.2 
million General Fund). Table 19 shows the components of the deficiency. 

Table 19 
Department of Hea.lth Services 

Medi-Cal Health Services 
Proposed Budget Changes 

1989-90 and 1990-91 
(dollars in millions) 

1989-90 
Funds available, 1989 Budget Act and other legislation: 

Health benefits item ........................................... . 
Refugee reimbursements: ..................................... . 
Cost-of-living adjustment (COLA) item ...................... . 
Abortion item ............ '" ................................... . 
Cigarette and Tobacco Products Surtax Fund ................ . 
State Legalization Impact Assistance Grant (SLlAG) funds .. 
Unanticipated reimbursements ............... , ................ . 

Subtotals, 1989-90 funds available ........................... . 
Unfunded costs and other changes: 

Increased costs for Undocumented persons ................... . 
Deficiency carry-over ................................. ; ........ . 
Drug cost containment proposals ............................. . 
Abortions .................... ,' .................................. . 
Audit settlements .............................................. . 
Delayed payments to CIGNA ................................. . 

General Fund 

$3,187.6 

123.6 
14.5 

0.4 
$3,326.1 

100.4 
61.5 
25.0 
14.0 
12.5 
10.2 

All Funds 

$6,439.2 
30.8 

246.6 
14.5 
18.7" 
28.5 
0.4 

$6;778.7 

185.9 
103.9 
49.9 
11.7 

20.4 
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Reduced federal funding for refugees ........................ . 
Medicare Catastrophic Coverage Act (MCCA) ............... . 
Checkwrite deferral ........................................... . 
Medicare buy-in premiwns ................... ' ................. . 
Increased recoveries .......................................... .. 
Revised estimates of long-term care and other provider rate 

increases ..................................................... . 
Short-Doyle ................................................. ; .. .. 
Changes in caseload, utilization, and all other ................ . 

1989-90 expenditures (revised) .................................. . 
Projected deficiency .......................................... .. 

1990-91 
Caseload and cost adjustments: 

Increase in eligibles ........................................... .. 
Decrease in percent using services ........................... . 
Increases in cost per unit and units per user ................. . 

Subtotals, caseload and cost adjustments ................... . 
Full-year costs of 1989-90 COLAs and rate adjustments: 

Statutory COLAs for providers ................................ . 
Long-term care and other provider COLAs .................. . 
Beneficiary COLA "spin-off" .................................. . 

Subtotals, 1989,90 COLAs and rate adjustments ............ . 
Proposed program changf!S: 

Elimination of six optional benefits .......................... .. 
Price controls for incontinence supplies ....... : ......... ' ..... . 
Drug discount program ........... '.' ........................... .. 
ij.estructuring reimbursement rates ' ........................... . 
Back out savings due to 1989-90 checkwrite deferral ......... . 
PayIilent of 1989-90 checkwrite deferral ...................... . 
1990-91 checkwrite deferral ................................... .. 
Restrictions on abortions ....................................... . 
E.limination of 1990-91 beneficiary COLA "spin-off" ......... . 
MCCA: qualified Medicare beneficiaries ...................... . 
MCCA: income and resource provisions ...................... . 
MeCA: repealed items ........................................ . 
Increased costs for undocwnented persons ................ , .. . 
Statutory COLAs for providers ................................ . 
Reduced federal funding for refugees ........................ . 
Expansion of pregnancy coverage, Ch 980/88 ................ . 
Family Support Act 12-month continuing eligibility .......... . 
Department of Developmental Services reimbursement .... . 
Back out one-time audits and federal disallowances .......... . 
Back out 1988-89 deficiency carry-over ..... , ................ .. 
All other changes ............................. : ............... .. 

Subtotills, proposed program changes ....................... . 
1990-91 expenditures (proposed) ................................ . 
Change from 1989-90: 

Amount ..........................•............................... 
,Percent ............... ; .......................................... . 

3.9 
2.3 

-45.0 
-5.8 
-5.7 

-4.9 

-19.2 
$3,475.3 
-$149.2 

$45.3 
-21.5 
102.4 

$126.2 

$16.6 
'26.3 

4.1 
$47.0 

-$36.4 
-28.2 
-23.9 
-10.0 

45.0 
45.0 

-48.0 
-14.0 
-9.0 
118.9 

i2.1 
11.0 
31.4 
14.5 
13.3 
9.3 
3.7 

-10.8 
-45;6 
-61.5 
-1.2 
$15.6 

$3,664.1 

$188.8 
5.4% 

6.4 
-90.0 
-10.0 
-6.8 

-:-6.6 
11.7 

-35.6 
$7,019.6 
-$240.9 

$90.5 
-43.2 
204.6 

$251.9 

$34.4 
54.0 

8.2 
$96.6 

-$72.5 
-56.3 
-50.0 
-:-20.0 

90.0 
90.0 

-96.0 
-11.7 
-17.9 
248.4 

24.1 
24.2 

113.1 
29.3 

is.6 
7.5 

-103.8 
12.1 

$229.1 
$7,597.2 b 

$577.6 
8.2% 

a Excludes $1.2 million of the Cigarette and Tobacco Products Surtax Fund appropriation that is 
displayed in county administration: 

b Excludes $2.6 million of the Cigarette and Tobacco Products Surtax Fund appropriation. that is 
displayed in county ,administration. 



560 / HEALTH AND . WELFARE Item 4260 

DEPARTMENT OF HEALTH SERVICES-Continued 
The major elements of the current-year deficiency are: 

• Undocumented Persons ($100.4 Million General Fund). The federal 
Immigration Reform and Control Act (IRCA) of 1986 and the federal 
Omnibus BudgetReconciliation Act of 1986 require states to provide 
.coverage for certain medical services to newly legalized and undoc
umented persons. Chapter 1441, Statutes of 1988 (SB 175, Maddy), 
specifies how California implements these changes. Based on data 

. through September 1989 on the use of services by undocumented 
persons, the department projects that current-year expenditures for 
this population will be almost triple the level anticipated in the 
Budget Act. We discuss these expenditures in more detail below . 

• Deficiency Carry-Over ($61.5 Million ~neral Fund). The 1989 
Budget Act assumed that the Legislature would pass the 1988-89 
deficiency bill before the end of that year. The Legislature did not 
pass the deficiency bill, resulting in increased costs during the 
current year. . 

• Failure to Implement Drug Cost~Containment Proposals ($25 
Million General Fund). The administration developed thecurre:qt
year budget on the assumption that it could implement two drug 
cost-containm~nt proposals to reduce Medi-Cal expenditures~The 
department was unable to obtain the savfngs because (1) it did not 
secure legislation needed to implement its proposal for. rebates. from 
drug manufacturers ($20 million General Fund) and (2) its proposal 
to reduce reimbursement to pharmacists to 12 'percent below 
average wholesale price (AWP) was changed to reimbursement at 5 
percent belowAWP ($5 million General Fund). '.. . 

• Abortions ($J4Million General Fund). The Budget Act prohibits 
the Medi-Cal Program from paying for abortions ·except under 
limited circumstances (in rape cases, for example):Substimtiallythe 

:same prohibition has been included in every Budget Act for the la.st 
several years. Each year the courts have ruled that the provision 
unconstitutionally limits access to abortions. As a consequence of the 
court's ruling, the program will pay $16.3 million (General Fund) 
more for aborti9ns in 1989-90 than was provided for in the Budget 
Act and $4.5 million ($2.3 million General Fund) less for deliveries 
an<;l want care. . '. . , 

• Audit Settlements' ($12.5 Million General Fund). The department is 
. paying the federal government a settlement of an audit related to 

services provided to undocumented persons while the Immigration 
and Naturalization Service was verifying their immigration status. 
The 1989 Budget Act did not include funds for this f~deral rusallow
ance. 

• Delayed 1989-90 Payments to CIGNA ($10.2 Million' General 
Fund). CIGNA operates a prepaid health plan. Due to delays in 
contract negotiations, payments to CIGNA for April through June 
1989 were delayed until the current year. 
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• Reduced Federal Funding for If.efuge(!s,, ($3.9 Million General 
Fund). T~e, fe~eral, government reduced the time' period of full 
federal funding for some categories of refugees from 24 months to 4 
months. Because the refugees remain eligible for Medi-Cal for 24 
months, the department must use General Fund dollars to pay for 
the last 20 nionthsof eligibility." ' , ' 

• Medicare Catastrophic Coverage Act (MCGA) ($2.3 Million Gen
eral Fund). The department estimates that the current-year costs of 
tile federal M,CCA will be $6.4 million ($2.3 million General Fund) 
higher than anticipated in the Budget Act. We discuss this legislation, 

, and the effect of the Congress' repeal of portions of it, in mote detail 
below. ' 

There are' four major changes resulting in savings during the current 
year. These are: ' , 

• 1989:-90 Deferred Checkwrite (Savings of $45 Million General 
· Fund). Th~ Budget Act anticipated' that the departnlent would pay 

all of thecheckwrites scheduled for 1989-90 during the current year. 
The administration now proposes to defer the last current-year 
checkwriteto the budget year. " 

• M.edicare Buy-In Premiums (Savings 0/ $5.8 Million General 
Fund), The Budget Act assumed that the'monthly Part B premiums 
for Medicare coverage would increase to $31.40 'iIi 1990. The premi-
ums actually increased to only $29.00." , " 

• Increased Recoveries (Savings of $5.7 Million Geiieral Fund). The 
'department has increased its estiniate of recoveries in"1989-90. 

• Long-Term Care'and Other Provider Rate Increases, '(Savings of 
$4.9 Millidn General Fund}, The 1989 Budget Act included $227.2 
million ($113~9 million GerieraIFund) for estimated long-term care 
rate increases. Actual rate increases will result in costs of oIily $217.9 
million' ($109.2 million General Fund). In addition, actual General 
Fund, costs of rate' increases for adult day health centers and dental 
services Will be$200,()()O below the 1989 Budget Act appropriation. 

Proposed Changes for 1990-91 
Table 19 also displays the changes proposed for the Medi-Cal Program 

in 1990"91. The budget projects that Medi~Cal expendi~es will.increase 
by $577.6 million ($188.8 million General Fund) .. This represents a 
General Fund increase of 5.4 percent over estimated current~year 
expenditures. Table 19 groups these changes into three categories': (1) 
caseload and cost increases ,($126.2 million General Fund), (2) full-year 
costs of 1989~90 cost-of-living adjusb:nEints (COLA~) and oth~r rate 
fficreases ($47 million General Fund), and (3) proposed program 
~hanges ($15.6 million General Fund). , , 

The caseloadand cost increases are. due to the :Qet effect of (1) 
increases in eligible beneficiaries ($45.3 million General Fund), . (2) a 
reduction in the percent of, eligible benefi,ciaries using service,S (reduc
tionof$21.5 million General Fund), and (3) increases in the cost per unit 
of service, and the number of units of service per user ($102.4 million 
General Fund).' 
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The 1990-91 increases for full-year'costs of 1989-90 COLAs and rate 

adjustments consist of (1) statutory COLAs for providers ($16,6 million 
General Fund), (2) long-term care COLAs ($25.8 mWion General Fund), 
(3) rate increases for dental and adult day health care providers ($526,000 
General ,Fund), and (4)~e beneficiary COLA "spin-off"($4.1 million 
General Fund).' , ',' 

The proposed program changes consist of the following items: 
• Elimination of Six Optional Benefit Categories (Savings of $36.4 

Million General Fund). The budget proposal assumes that the 
Legislature will enact legislation to eliminate six optional benefit 

, categories: medical transportation, psychology, chir,opractic, podia-
try, heroin detoxification, and acupuncture services. We discuss this 
proposal in more detail below. ' , 

~ Price Controls for Incontinence Supplies (Savings of $28.2 Million 
General Fund). The hudget proposal assumes, that the department 
will' implement price controls for incontinen(!e supplies that will 
reduce expenditures for these products by 36 percent. We discuss 
this proposal in more detail below. 

• Drug Discount ProgrQ,m, (Savings of$23.9 Million General F,'und). 
The budgetassl¥lles the d~partment will be abl,e to save, $50 inillion 
($23.9 million General Fund) by implementing a drug discount 
program. We discuss this proposal in more detail below. 

• Restructuring, Reimbursement Rates (Savings of $10 Million" Gen
eral Fund). The budget proposal assumes that the department will 
save $20 million ($10 million General Fund) by, res~cturing 
reimburs,ement rates for physicians. We discuss this proposal in more 
detail below. " ' . 

'. 1989-90 Checkwrite DeJerral ($90 Million General Fund). The 
deferral of the last checkwrite of the current year to the budget year 
requires ·two adjustments to the 1990-91 Qudget: (1) elimination of 
the one-time savings in the current year ($45 million General FUnd) 
and (2) payment of the checkwrite in the budget year ($45 million 
General Fund). 

• 19~91 Checkwrite Deferral (Savings of $48 Million General 
Fund).' The budget proposes to defer payment of the last checkwrite 
of 1990-91 Until 1991-92. 

;, Restrictions on Abortions (Savings of $14 Million General Fund). 
The budget again includes a provision that would prohibit, the use of 
Medi-Cal funds to pay fotmost abortions. The restrictions would (1) 
reduce projeCted General Fund expenditures for abortions from 
$30.7 million to $14.5 million and (2) increase by $4.5 million ($2.2 
million General Fund) delivery and infant care costs for women who 
carry the baby to term in the absence of Medi-Cal abortion funding. 

• Elimination of Beneficiary COLA (Savings of $9 Million Gemiral 
Fund). The budget proposal assumes that the Legislature will enact: 
legislation to waive the requirement for inflation adjustments for 
AFDC benefits during 1990-91. This change would eliminate the 
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"spin-off' costs of the AFDC COLA to the Medi-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 AFDC. The 
savings calculated by the department assume that a 4.28 percent 
increase in AFDC benefits would be required .under current law . 

. This figure is based on an estimate by the Commission on State 
Finance of the California Necessities Index. The commission has 
since determined that the actual COLA would be 4.62 percent, 
rathertlian 4.28 percent. Costs to the Medi-Cal Program of providing 
a 4.62 percent COLA would.be $20.7 million' ($10.3 million General 
Fund). ". 

• Medicare Catastroph~ (Joverage Act (MCGA) ($142 Million Gen
eral Fund); Various requirements of the MCCA result in increased 
Medi-Cal costs, and repealofportion,s of the act will eliminate savings 
that Medi-Cal experienced in the current year. We .discuss this 
legislation in more detail below. 

• Undocumented Persons ($31.4 Million General Fund). The depart
ment projeqts that . expenditures for services for undocumented 
persons will continue to grow during the budget year. We discuss 
these expenditures in more detail below. 

• Statutory COLAsjor Provillers ($14.5 Million General Fund). The 
budget contains $12.8 million ($6.5 million General Fund) for an 8.7 
percent increase for noncontract hospital inpatient services and $16.4 
million ($8 million General Fund) for a 5.1 percent increase on drug 
ingredients. 

• Reduced Federal Funding for Refugees ($13.3 Million General 
Fund). The full-year effect of the reduction of federal funding for 
refugees will increase General Fund costs in the budget year. 

• Full-Year Costs of Exp(J1'I:ded Coverage of Pregnancy-Related Ser
vices. ($9.3 Million General Fund). Chapter 980, Statutes of 1988 (SB 

.. 2579, Bergeson), requires the department tq expand Medi-Cal 
coverage for pregnancy services to include wom~n in families with 
incomes up to 185 percent of the federal poverty level. The 
department implemented this requirement in July 1989. 

• Family Support Act {$3.7 Million General Fund}. The fE)deral 
FamilySupport Act of 1988requires the Medi-Cal Program to extend 
coverage to beneficiaries for up to 12 months after they become 
ineligible for AFDC due to increased earnings, increased hours of 
employment, or loss of earned income disregards. Chapter 1016, 
Statutes of 1989 (AB 894, Allen) , requires Medi-Cal to implement this 
change effective April 1, 1990. 

• Department of Developmental Services (DDS) Reimbursements 
. (Savings of $10.8 Million General Fund). The budget proposes to 
transfer $10.8 million' to the DDS. These .funds are scheduled as 
reimbursements in the Medi-Cal budget. They are budgeted in the 
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DDS budget rather than the DHS budget so that the DDS education
related expenditures can count toward the Proposition 98 minimum 
funding requirement. 

1990-91 Long-Term Care COLA Costs Unfunded 

. We recommend thotin its May revision of expenditure estimates, the 
department incorporate estimates of costs· resulting from long-term 
care COLAs. 

The budget does not contain funds for statutorily required COLAs for 
nursing homes, state hospitals, and other long-term dire facilities. Al
though the administration proposes waiving statutory COLAs· in many 
other programs, it is likely that the long-term care statutory COLAs will 
be funded due to requirements in federal law. Long-term care COLAs 
are established based on audit data, which are not yet available. The 1989 
Budget Act provided $227 million ($113.9 million General Fund) to 
recognize these costs. It is too early to . determine if 1990-91 long-term 
care COLA expenditures will be in the same cost range. 

Costs Fr~m Expanded Acti~e Treatment Requirements Not Recognized 

We recommend that the department submit to the fiscal committees 
before budget hearings an estimate of nursing facilities' costs to comply 
with expanded federal l;'ctive treatment requirements. 

The Medi-Cal Program funds treatment provided to mentally ill and 
developmentally disabled benefi.ciaries in nursing facilities, including 
state developmental centers and hospitals. The budget proposes $4.6 
million ($2.3 million General Fund) for increases in the caseload needing 
active treatment as a result of Omnibus Budget Reconciliation Act of 1987 
requirements. 

Our review indicates that in addition to the caseload increase, active 
treatment costs for current clients in nursing facilities would increase in 
the budget year asa result of new federal regulations that· require 
facilities to provide continuous active treatment~The department advises 
that it is interpreting this new "continuous" active treatment require
ment to mean 112 to 168 hO\lrs per client week. In' the past, the 
department has interpreted federal regulations to require 56 active 
treatment hours per client week. While this· increase in ·the required 
active treatment hours implies increased costs to facilities prOviding these 
services, the budget does not propose additional funds to recognize these 
costs. Therefore, we recommend that the department submit to the fiscal 
committees before budget hearings an estimate of the additional costs to 
nursing facilities to comply with these new federal active treatment 
requirements. 

Drug Discount Program 

We recommend that, prior to budget hearings, the department 
provide additional details on how it would implement its proposals to 
achieve savings through a drug discount program. 
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The budget proposes savings of $50 million ($23.9 million General 
Fund) from implementation of a drug discount program. The Medi-Cal 
state administration budget proposal includes $1.8 million ($659,000 
General Fund) and 40 positions to implement this proposal. The depart
ment indicates that this program wiUprobably have two major compo
nents. The first component involves the department negotiating with (1) 
pharmaceutical manufacturers for discounts on purchases of drugs and 
(2) distribution companies for distribution of the drugs to pharmacies 
throughout the state. The department can implement this component 
without legislation. . 

In the second component, the department may pursue regulatory 
changes to (1) delete drugs from the Medi-Cal drug formulary for 
mimufacturers who do not negotiate discounted prices and (2) replace 
the deleted drugs with less expensive or discounted drugs. Under current 
law, the regulation process to delete a drug from the formulary takes 
approximatelY' 12 months. The department indicates that it may pursue 
legislation permitting it to immediately remove drugs from the formulary 
if manufacturers do not negotiate discount prices. The Legislature 
considered, but did not pass, similar legislation last year. 

The Legislature does not have sufficient information about how this 
proposal would be implemented to determine whether the department 
can achieve the proposed savings. For example, the department has not 
provided information on the logistics of distributing state-owned drugs to 
pharmacies, the schedule of implementation, what types of drugs would 
be subject to deletion from the formulary, and other details. We 
recommend that the department submit details of its proposal prior to 
budget hearings. 

Price Controls on Incontinence Supplies 
We recommend that, prior to budget hearings, the department 

provide additional details on how it would implement its proposal to 
impose price controls on incontinence supplies. 

The budget proposes savings of $56.3 million ($28.2 million General 
Fund) from reducing reimbursement for incontinence supplies by 36 
percent. Currently, reimbursement for incontinence supplies is set at the 
average wholesale price plus 50 percent. The department's proposal to 
achieve these savings may mclude (1) establishing a limit on the quantity 
of incontinence supplies that can be provided for any individual in a 
month, (2) establishing a rate schedule through either regulation or 
legislation, (3) reducing reimbursement rates for companies whose 
catalog prices are lower than the prices they charge Medi-Cal, and (4) 
changing the reimbursement policy to eliminate the 50 percent markup. 
The department did not provide individual savings estimates for any of 
these options. 

Until the department decides which of these changes it will pursue, 
and provides details of its savings estimates, the Legislature does not have 
enough information to evaluate whether the department can achieve the 
projected savings. We recommend that the department submit details of 
its proposal prior to budget hearings. 
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Restructuring Reimbursement Rates 

We recommend that, prior to budget hearings, the department (1) 
submit additional information on how it intends to implement this 
proposal and (2) report on the staffing and funds it would require to 
develop alternative methods. for restructuring physician reimburse
ment rates. 

The budget proposes savings of $20 million ($10 million General Fund) 
from restructuring reimbursement rates for physicians and other provid
ers. 

Background. Currently, the department sets Medi-Cal reimbursement 
rates for physician services based on related value studies (RVS) values. 
The RVS, which was developed by the California Medical Association 
(CMA) in 1969, assigns a value to each procedure that physicians 
perform. The "value" assigned to a given procedure indicates that 
procedure's value relative to the values for other procedures. Generally, 
the value for a given procedure is intended to be a composite measure of 
the various factors affecting the charge for that procedure. The CMA 
developed the values by surveying physician charges and comparing the 
median charges for the various procedures. In general, reimbursement 
for a particular procedure is determined by multiplying the RVS value for 
that procedure by a: dollar conversion factor. (We discuss the rate-setting 
process in more detail in a separate report entitled Review of Medi-Cal 
Reimbursement Rates for Emergency Physician Services, which was 
published in December 1989.) 

Budget Proposal. The Governor's Budget Summary indicates that the 
reimbursement rate restructuring proposal is similar to changes that the 
Congress, in the Omnibus Budget Reconciliation Act of 1989 (OBRA 89), 
required the federal Medicare Program to study. Under the rate system 
envisioned by OBRA 89, reimbursement rates would be based on 
"resource-based" values that would represent the amount·of time that a 
physician requires to complete a procedure, and the facilities, equipment, 
and supplies required. Like the RVS rate system, a resource-based rate 
system would measure the value of procedures relative to. other proce
dures. 

Because the basis for assigning relative values in a resource-based rate 
system - resources - is different than the basis for values in the existing 
RVS rate system- physician charges - a resource-based rate system 
would assign values. that are different than the values assigned by the 
current RVS. This would have significant implications for the distribution 
of Medi-Cal payments among physicians. 

Department's Implementation Plan. The department indicates, how
ever, that it does not plan to change from an RVS rate system to a 
resource-based rate system. Implementation of such a large, systemwide 
change would probably req'Qire increased staff, and the budget does not 
propose a staff increase for this purpose. Instead, the department plans to 
increase rates for some procedures and reduce rates for other procedures 
to achieve the proposed savings of $20 million. The department indicates 
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that it will increase rates for "cognitive and/ or preventative" services and 
reduce rates for "procedurally oriented" services. At the time this 
analysis was prepared, however, the department had not (1) defined 
cognitive versus procedural services, (2). determined which procedures 
would receive rate increases or reductions, or (3) decided on the size or 
timing of the rate changes. These details could significantly affect the 
department's ability to achieve the projected savings. 

We recommend that the department submit details of its proposal prior 
to budget hearings. . . 

Reimbursement Rate Restructuring is Justified. In our Review of 
Medi-Cal Reimbursement Rates for Emergency Physician Services, we 
discuss several problems with basing rates on the RVS and conclude that 
restructuring the rate system is justified. Our primary concern with the 
current RVS rate system is that the data used to develop the RVS values 
are over 20 years old, and it is unlikely that the values accurately reflect 
the current relative "value" of one procedure to another. We identified 
several options that the department could pursue to update the data. One 
option is a resource-based rate system. Another option is for the 
department to develop a new RVS based on recent data on physician 
charges from Medi-Cal claims. Either of these options would probably 
reqUire increased staffing. 

Because we believe that· a restructuring of the rate system is justified, 
we recommend that the department report on the funds it would need 
in order to develop alternative rate systems. Specifically, we recommend 
that the department submit, prior to budget hearings, estimates of the 
staffing and funds it would require to (1) develop and implement an RVS 
system based on recent Medi-Cal claims data and (2) implement a 
resource-based rate system for Medi-Cal. 

Elimination of Optional Benefits 
The savings assumed in the budget from elimination of optional 

benefits may be overstated. 
The budget assumes that the Legislature will enact legislation that will 

result in saVings of $72;5 million ($36.4 million General Fund) by 
eliminating the following six optional benefit categories from coverage 
·through Medi-Cal: 

• Medical transportation services. This includes emergency ambulance 
services, nonemergency ambulance services, wheelchair vans, litter 
vans, and air transportation. 

• Outpatient psychology services. 
• Podiatry services. 
• Acupuncture services for the treatment of severe, persistent, chronic 

pain. 
• Heroin detoxification services by private providers; The budget 

proposes elimination of heroin detoxification serviCes that are billed 
directly to Medi-Cal by private providers. The budget· does not 
propose elimination of Medi-Cal services that counties provide with 
funding from the Department of Alcohol and Drug Programs. 

• Chiropractic services. " 

23-80282 
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The depa.rtment indicates that it is proposing elimination of these 

benefits solely to reduce Medi-Cal costs~ not because it believes the 
benefits are unnecessary. Table 20 lists the department's estimate of the 
Medi-Cal savings from eliminating each of these benefits and the average 
number of Medi-Cal beneficiaries who use these services each month. 

Table 20 
Department of Health Services 

'. Medi~Cal Heal~h Care Services 
Estimate of Savings From 

Proposed Elimination of Optional Benefits 
(dollars in millions) a 

1990-91 SaVin~s 
General A I 

Annual Savinis 
General A I 

, Fund Funds 
Services 

Medical transportation .................... . 
Psychology ................................ . 
Podiatry ............................. ~ ........ . 
Acupuncture ................ , ... " ......... . 
Heroin detoxification ..................... . 
Chiropractic ............................... . 

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

• Detail may not add to totals due to. rounding. 
b Not a meaningful figure. 

$23.5 
7.1 
2.9 
l.9 
0.7 
0.2 

$36.4 

$46.9 
14.1· 
5.7 
3.8 
l.5 
0.5 

$72.5 

Fund Funf# 

$30.2 
8.8 
3.6 
2.3 
0.9 
0.3 

$46.1 

$60.3 
17.5 .. , 
7.1 
4.7 
1.8 
0.6 

$91.9 

Average 
Monthly 

Users 

26,796 
15,762 . 
22,785 . 
8,216 

948 
3,128 

_b 

Costs May Shift to Other Medi-Cal Categories. Medi-Cal will only 
achieve the estimated savings if benefiCiaries do 'not respond' to the 
elimination of some benefits by increasing their use of other covered 
services. For example, beneficiaries who currently receive psychology, 
-podiatry, acupuncture, or chiropractic services might seek physician 
services or increase use of prescription drugs, instead of going without 
services altogether. Ironically, because rates for physician services are 
higher than those for these benefits, elimination .ofthese 'servic:esco!Jld 
actually increase Medi-Cal costs. " . 

Costs May Shift to Counties. To the extent that services are eliminated 
by the Medi-Cal Program, counties may experience increased demands 
for services they provide. 

Medicare Catastrophic Coverage Act (MCCA) 

The actual costs for qualified Medicare beneficiaries may be much 
lower than the department estimates. 

The budget proposes expenditures of $385.6 million ($18~.8million 
General Fund), inclqding county aclministrlltion expenditures, to imple
ment the federal MCCA. Although the Congress repealed portions of the 
MCCA, it retained several provisions that .affect Medi-Cal costs. In 
general, the Congress, (1) retained the portions of the MCCA that 
expanded Medicaid (Medi-Cal in California) coverage and (2) repealed 
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the portions of the MCCA that expanded Medicare coverageo{services. 
(TheMedicareprovisionsaffepted the ¥edi-Cal Program because .Medi
Cal pays;, costs that are not covered by Me!licare for "crossover" 
beneficiaries "":""individuals who are eligible for' both Medicare and 
Medi-Cal.), Consequently, the Congress retained the provisions that 
increase Medi-Calcosts and repealed the provisions that would have 
reduced Medi-Cal costs. ' 

Congress retained the following provisions of'the MCCA: 
• Qualified Medicare Beneficiaries (QMBs). The MCCA,requires 

Medi-CaIto pay Medicare premiums, coinsurance, and deductibles 
forpeopJe with incomes, below the poverty level whose assets are less 
than 200 p~rcent of the SSIISSP limit. " " 

• Treatment of Resources in Eligibility Determination. The MCCA 
, changes~he amount ofincome and resources that the at-home spouse 

of a nursing home resident may keep. 
Congress repealed the following provisions of the MCCA: 
• New premiums for catastrophic coverage. 
• 'Expanded coverage of nursing home care. 
• Expanded inpatient hospital services. 
• ,Prescription' drug coverage and drug premiums. 
• Limitation on out-of-pocket expenses. , ' 
Table 21 outlines the' costs and' savings' associated with various provi

sions of the MCCA and shows the increased costs estimated for the 
budget year. 

Table 21 
Department of Health Services 

, Medi-Cal Pr()gram ' , 
Propos~dBudget Changes ,Related to the 

l\IIedicare Catastrophic Coverage Act 
1989-90 ,and, 1990-91' 

(dollars in thousands) 

Estimated 1989-90 
General, An 

Proposed 1990-91 
General All 

, Fund' Funds Fund ' Funds 

Change From 
1989-90 to 1990-91 
General All 
Fund Funds 

'Qualified Medicare beneficiaries , " 
Health services ............... ; . . . .. . $9,816 $28,595 $128,706 $277,041 $118,890 $248,446 
County administration. . . . . . . . . . . . . . 23,561 
Fiscal mtermediary .... '.............. 835 

Income and resources provisions 

47,122 35,132 '70,595 11,571 23,473 
1,670 -835 -1,670 

Health services ......... ;.:.. ......... '6,918 13,836 18,967 37,935 12,049 24,099 
County administration .............. ' 142 285 25 " 49 ..,..117 -236 

Repealed provisions , 
Health services ............ , ........ , -11,002 -24,207 -,--,,--

Totals ................... : : . . . . . . . . . $30,270 $67,301$182,830$385,620 $152,560 $318,319 

Costs for Qualified Medicare ,Beneficiaries, (QMBs) , May be Over
stated. The budget proposes ,$347.6 million ($163.8 million General 
Fund), including ,county, administration costs, " for costs related to the 
QMB program. Based on data, provj.ded by the federal Departm,ent of 
Health ,and' Human Services, the d~partmentestimates that, 340,000 
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persons will be eligible for the QMB program'in 1990-91. While the 
assumptions the departxnent made are reasonable, it is possible that the 
actual caseload could be considerably different. " 

The federal Health Care Financing Administration sent notices to 1.2 
ririllion people in California outlining the QMB program and its eligibility 
requirements. The department sent notices to' an additional 86,000 
people. Both notices gave a toll-free telephone number thatthedepart
merit established to provide more information 'about the program; The 
notices also referred people to their local welfare departments for more 
information. The' initial response to the notices" has been significantly 
lower than the department anticipated. Based on Texas' experience of 
15,000 calls per day, the department had established 80 phone lines with 
50 operators per'shift. During the first month after the notices were sent, 
however, the department received fewer than 16,OOOcalls oli its toll-free 
lines. In addition; counties have reported very few inquiries about this 
program. 

Enrollment for the QMB program began January 1, 1990, Conse
quently, the department will have several months of actual data on which 
to base its May revision of the expenditures required for the QMB 
program. Based on initial resppnse to the program, we believe that actual 
costs for the QMB program may be significantly lower than the depart-
ment ,estimates. ' 

Costs for Newly Legalized and Undocumented Persons 

Current-year General Fund costs for undocumented persons are 
almost triple the department's estimates. The reasons are unknown. 

The budget proposes·expenditures of $463.2 million ($190.8 million 
General Fund) in 1990-91·related to Medi-Cal services for newly legalized 
persons and undocumented persons mandated by the federal Immigra
tion Reform and Control Act (!RCA), the federal Omnibus Budget 
Reconciliation Act (OBRA) of 1986, and Ch 1441/88 (SB 175, Maddy), 
which implemented the IRCA and OBRA in California. 

The !RCA established a program to allow undocumented persons who 
have lived in the United States for a long period of time to become legal 
residents. The !RCA provides that persons receiving legal status are 
entitled to Medi-Cal coverage if they are otherwise eligible for Medi-Cal. 
Newly legalized persons who are children (under age 19), aged,blind, or 
disabled are entitled to full benefits; others are entitled to emergency 
services, including labor and delivery, plus prenatal and postnatal care. 
These services are funded using cl00 percent federal funds - 50 percent 
federal Medicaid funds and 50 percent State Legalization Impact Assis
tance Grant (SLlAG) funds. 

The OBRA extended Medi-Cal coverage to undocumented persons and 
aliens with visas. Under the OBRA, these people are eligible only for 
emergency services, including the costs associated with labor and deliv
ery: However, Chapter 1441 expanded the services available to undocu
mented aliens to include prenatal and postnatal care. Prenatal and 
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postnatal services are funded using 100 percent state' funds. 
Table 22 displays the proposed eXpenditures for services for undocu

rrientedpersons and newly TegaJized persons, the average monthly 
eligibles, and the average expenditures per eligible in each category. ' 

" 
Table 22 

Department of Health Services 
Medi-Cal ~rogram 

Newly Legalized and Undocumented Persons " 
Expenditures' and Caseload 

1989-90 and 1990-91 
(dollars in millions) 

Undocumented persons 
Expenditures ............................. 

General Fund ........................... 
All funds ...... : .............. :; ........... 

Average monthly eligibles; .. ; .... ; ....... 
Expenditures per eligible (actual 

dollars).R ............... ~ ................. 
Newly legalized persons 

Expenditures ............................. 
Federal, funds ............................ 

Average monthly eligibles: ............... 
Expenditures per e1igi!>le (actual 
"dollars) R ................................. 

Totals 
Expenditures ................................ 

"General Fund ........................... 
AlJ funds, .. , ..................... ; ........ 

, Average monthly eligibles .......... : ..... 

1989 
" Budget 

Act 

$59.0 
109.2 

20,873 

5,233 

$56.9 
93,557 

608 

$59.0 
166.1 

114,430 

Change 
1989 

Budget Act 
t6 Current' Est. 
Estimates 1989-90 

$100.4 $159.4 
185.9 295.1 

69,6'l:l 90,500 

-1,972 3,261 

...;.$1.9 $55.0 
-77,488 16,069 

2,815 3,423 

$100.4 $159.4 
184.0 350.1 

-7,861 106,569 

Change 
Prop." 1989-90 

1990-91 to 1990-91 

$190.8 $31.4 
353.3 58.2 

118;000 27,500 

2,994 -267 

$109.9 $54.9 
28,857 12,788 

3,809 386 

$190.8 $31.4 
463.2 113.1 

146,857 40,288 

R These figures are given for comparison purposes only. The figures do not represent a true cost per 
eligible due to billing and payment lags that reduce costs relative to the number of beneficiaries. 

Undocumented Persons. As Table 22 illustrates, the department 
projects that current"year General Fund expenditures for undocumented 
persons will exceed the amount in the 1989 Budget Act by $100.4 million, 

"or 170 percent. The department estimates that current"year caseload will 
exceed the caseload assumed in the 1989 Budget Act by 334 percent but 
that the average expenditures per eligible will be 38 percent lower than 
anticipated. Expenditures in 1990-91 will increase by $31.4 million, or 20 
percent, above estimated current"year expenditures. The department 
estimates that average monthly eligibles will increase to 118,000, or 30 
percent' above estimated current-year'levels and that the average 
expenditures per eligible will decrease by 8 percent. 
, Newly Legalized Persons. Table 22 also shows that the department's 

estimate of current-year expenditures for newly legalized persons is 
substantially the same as the estimate incorporated in the 1989 Budget 
Act, even though its estimate of average monthly eligibles declined by 83 
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percent. The department's estimate. of avet:a.ge expenditures per eligible 
increased by 463 percent. For 1990-91;, the dep!lrtment projects that (1) 
expenditures will double,. (2) average monthly eligibles will increase by 
80 percent, and (3) average expenditures per eligible will increase by 11 
percent. 

Reasons for Caseload Differences are, Unknown. There are no data 
available to explain why (1) thecaseloadJor und'pc~ented persons in 
the current year substantially exceeds'thedepartment's estimates or (2) 
the caseload for newly legalized persons has been so much lower than 
anticipated. However, there are several factors that probably explain part 
of the changes: 

• There may be more undocumented persons in California than the 
administration estimated. The caseload estimates incorporated in 
the 1989 Budget Act' assumed that there were 2.2 million undocu
mented persons in California prior to passage of the IRCA and that 
765,000 of these persons were not legalized under the IRqA, ~d thus 
remained undocumented. To the extent that the undocumented 
population was larger than the department antlcipated;thenumber 
remaining undocumented after implementatidn ofthe IRCA~and 
the Medi-Cal-eligible undocumented population - would also be 
larger. . ,C 

• Newly legalized persons may not be identifying themselves as such, 
and may be included'instead in the undocumented persons cate
gory. As we discussed in the Analysis of the 198fJ-90 Budget Bill, in 
Crespin v. Kizer, the Alameda County Superior Court issued an 
injunction that, among other things, prohibits eligibility workers 
from asking individuals who apply for· restricted-scope' services to 
disclose information concerning their citizenship or immigration 
status. As a result, the department categorizes as undocumented any 
persons who (1) apply for restricted services and (2) do not 
voluntarily identify themselves as newly legalized.' 

• Newly legalized persons may not be applyingjorMedi-Cal because 
they fear being labeled a "public charge. "Under the IRCA, if newly 
legalized persons are found to have been a "public charge" (that is, 
receiving welfare .or health benefits), they may ,have difficulty 
qualifying Jor permanent residency.· Althou,ghreceipt of. Medi-Cal 
services does not put a person at risk of being labeled a public charge, 
newly Jegaliz.ed persons may fear that it would .. 

• People who are not eligible for Medi-Cal may be applying for 
restricted services and being categorized as undocumented. One of 
the' effects 'of the. Crespin v.' Kizer injunction' is. that the department 
is not able to verify eligibility for people who apply for restricted 
benefits, uriless they voluntarily provide information; Under the 
injunction, eligibility workers cannot .ask applicants. for. restricted
scope services for their Social Security numbers (SSNs) .. The depart
ment uses SSNs to verify employment and income information 
through the Income and Eligibility .VerificationSystem(IEVS). 
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Without SSNs, there is an increased chance' that people who do not 
meet Medi-Cal income and resource eligibility requirements will 
receive Medi~Cal services. 

, Because there are no data available about the undocumented popula
tion, the departrrient Will probably never know the precise effect of any 
of these factors on total caseload. 
'T~e "administrl!.tion believes that, the increase in the caseload of 

undocumented pers(ms represents a shift to Medi-Cal of persons who had 
been receiving services from county health services programs. As we 
discussed in our earlier section on rural and community health programs, 
the admiIlistration used this reasoning as the basis for its proposal to 
reduce AB 8 ,county health services funding by $150 million (General 
Fund). Th~re are 0.0 data available to determine the extent to which 
counties' received Medi-Cal funds for undocumented persons prior to 
implementation of the OBRA. Consequently, it is not possible to deter
mine the extent to,which,the Medi-Cal funds counties are now receiving 
result in additional revenue. , ' 
. ", Caseload Changes May Reduce Ability to Clai~ Federal Funds. In 
addition to increasillg Medi-Cal General Fund expenditures, the caseload 
and cost changes for newly legalized and undocumented persons may 
mean'that Medi-C31 can claim fewer State Legalization Impact Assistance 
Grant (SLIAG) funds. To the extent that newly legalized persons are 
being categorized as undocumented, the department is able to cll!.im 
fewer,SLIAG funds. Because the department cannot ask whether an 
applicant for restricted-scope services is a legalized alien, it is unable to 
verify alien status through the Systematic Alien Verification for Entitle
,ments (SAVE) system. The !RCA requires the department to use the 
SAVE system to verify With the federal Iffimigration and Naturalization 
S~rvjce (INS) that an applicant is entitled to serVices as a legalized alien 
before issuing a Medi-Cal card. This verification also enables the depart
ment to claim SLIAG funds to help cover the costs of eligibility 
determination and services provided to legalized aliens. 

Reasons for Cost Differences Also Unknown. The reasons for the 
changes in costs, per eligible - reductions for undocumented persons and 
increl!.ses for newly legalized persons - are difficult to determine, in part 
because the data are misleading: lags in, billing and payment of claims 
reduce costs relative to the number of beneficiaries. There are two 
factors, however, that may explain the higher-than-anticipated cost per 
eligible for newly legalized persons: 

• The department's original estimate did not consider that n~ly 
,legalized persons would apply for Medi-Cal only if they have an 

, .. ':immediate need. The departmenfs estimate assumed that costs for 
newly legalized persons would be similar to eosts for other groups of 
Medi-Cal eligibles, including AFDC cash grant recipients. AFDC 

'cash grant recipients automatically become eligible for Medi-Cal 
when they receive AFDC, regardless' of whether they have an 
immediate medical need. 
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Newly legalized persons generally are not eligible for AFDC. 
Consequently, newly legalized persons probably apply for Medi-Cal 
only when they have an immediate medical need. This increases the 
average cost per eligible because a large proportion of the newly 
legalized persons who apply for Medi-Cal services use the services 
immediately. By assuming that the costs of some riewly legalized 
persons are similar to the costs of AFDC cash grant recipients, the 
department's methodology may have understated the costs per 
person. 

• Newly legalized persons may have more extensive medical needs. 
Prior . to e,nactment 6f the mCA, newly legalized. persons· were 
undocumented, and were therefore at risk of depoitation if they 
made themselves known to public agencies. As a result of having 
limited medical care prior to implementation of the mCA, they may 
have greater medical needs now. 

Estimate for Active Treatment Costs for Mentally III Individuals Too High 
We recommend a reduction of $2.6 million ($1.3 million General 

Fund) for costs to provide active treatment to mentally ill individuals 
due to lower-than-projected caseload. 

The budget proposes $4.6 million ($2.3 million General Fund)· 'to 
provide active treatment to 5,075 mentally ill individuals as required by 
the OinnibJls Budget Reconciliation Act (OBBA) of 1987. 

The OBBA made major changes in federal Medicare and Medicaid laws 
related to nursing facilities. Under the OBBA, the DHS must screen all 
clients in nursing facilities to identify mentally ill or developmentally 
disabled clients, and refer those clients to· the Departments of Mental 
Health (DMH) . and Developmental Services (DDS), respectively, The 
DMH and DDS, in turn, screen these clients to evaluate their active 
treatment needs. The OBBA. requires the DMH and DDS to assure that 
mentally ill and developmentally disabled clients receive active treat-
ment, if necessary. ' 

Our review indicates that the estirtlated Medi-Cal active treatment 
costs for mentally ill clients is not realistic. The department estim.ates that 
Medi-Cal will incur active treatment costs of $4.6 million ($2.3 million 
General Fund) for mentally ill patients in 1990-91. (The developmentally 
disabled active treatment caseload is negligible.) This estimate was based 
on a DMH projection that (1) the DHS will refer 18,000 mentally ill 
nursing facility clients to the DMH and (2) 30 percent of them would 
require active treatment. Based on actual data, however, these assump
tions appear to be too high. First, the referral rate from the DHS is 
substantially lower than origirially expected. The data indicate that the 
DHS will refer approximately 8,500 mentally ill clients to the DMH. 
Second, the DMH advises that the percentage of mentally ill clients 
requiring active treatment is 26 percent, not 30 percent. 

Based on these· revised estimates, the Medi-Cal budget is $2.6 million 
($1.3 million General Fund) too high. Accordingly, we recommend a 
reduction of $2.6 million ($1.3 million General Fund) from the Medi-Cal 
budget. 
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Expansion of Perinatal Services 

Medi-Cal perinatal services have expanded significantly since 1986-
87. It is too soon to tell whether these changes will increase the number 
of provider~ participating in the Medi-Cal Program or the number of 
women receiving perinatal services. 

During thelast four years, the Legislature and the administration have 
increased and improved the perinatal services provided through the 
Medi-Cal Program. In addition, Ch 1331/89 (AB 75, Isenberg) appropri
ated $1.9 million in 1989-90 and $19.8 million in 1990-91 from the Cigarette 
and Tobacco Products Surtax (C&T) Fund for perinatal services expan
sion. The changes made since 1986-87 can be classified in four categories: 
expanded eligibility, expanded benefits, rate increases, and olltreach. 
Below we briefly outline the changes in each of these categories. 

Expanded Eligibility. There have been three major expansions in 
eligibility for peririatal services since 1986-87: 

• Coverage of 60 Days of Postpartum Care.· The federal Consolidated 
Omnibus Budget Reconciliation Act required Medi-Cal to provide 60 
days of Postp~tum care, without a share of cost, to women who were 
eligible for Medi-Cal during the month of delivery. . 

• Newly Legalized and Undocumented Persons. As we discussed 
earlier, Chapter 1441 extends coverage of pregnancy-related services 
to all newly legalized and undocumented women who are otherwise 
eligible for Medi-Cal. 

• Women in Families with Incomes up to 185 Percent of the Poverty 
Level. Chapter 980, Statutes of 1988 (SB 2579, Bergeson), extends 
coverage of pregnancy-related services to women and children 
tinder the age of one in families with incomesup'to 185 percent of 
the federal poverty level, beginning July 1; 1989. 

• Women in Families with Incomes up to 2()() Percent o/the Poverty 
Level. Chapter 1331 extends pregnancy-related services to' ~omen 
and children under one year of age in families with incomes up to 200 
percent of the federal poverty level, beginning October 1, 1989. The 
department estimates that it will encumber $12.6 million during 
1989~90 and $21 million during 1990-91 for these services. 

Expanded Benefits. Beginning in 1987-88, there have been three major 
expansions in the perinatal services covered by Medi-Cal. 

• Comprehensive Perinatal Services Program (CPSP). Chapter 1404, 
Statutes of 1984 (AB 3021, Margolin), established the GPSP. The 
CPSP expands Medi-Cal-covered services to include nutrition, psy
chosocial, health education, and case cQordination services to preg
nant women. Providers must meet specified requirements in order 
to be reimbursed through the CPSP. The CPSP was implemented in 
1987-88. 

• Prenatal Care Guidance. Prenatal care. guidance programs are 
administered by counties through the Child Health and Disability 
Prevention (CHDP) Program. They provide case management and 
follow-up services to improve access to early obstetrical care and 
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vario.us suppo.rt services, includingtranspo.rtation, child care, so.cial 
services, and alco.ho.l and drug abuse suppo.rt services ... 

• Prenatal. Vitamins •. The department added prenatal.vitamins to. the 
Medi-Cal drug fo.rmulary, making them available to. wo.men witho.ut 
prio.r autho.rizatio.n. 

Rate Increases. 
• Physician Services. Since July· 1986, the department has increased 

Medi-Cal rates fo.r glo.bal reimbursement fo.r n.o.n-Caesarean deliver
ies by 85 percent. Mo.st denveries are billed o.n a glo.balbasis, where 
physicians submit o.neclaim fo.r prenatal care, the delivery,and 
po.stpartum care. The current reimbursement rate fo.rro.utine O'p
stetrical care, including the .. initial visit, is $1~073. 

• CPSP Providers. In o.rder to. enco.urage· CPSP pr()viders to. give early 
and frequent prenatal care, the department pro.vides additiorial 
reimbursement o.f $50 if prenatal care begins iIi the first 16 weeks o.f 
pregnancy and $100 if the pro.vider bills fo.r at least 10 prenatal visits. 

Outreach. Outreach pro.grams fo.cus o.n bo.thincreasing pro.vider 
.participatio.n and enco.uraging beneficiaries to. apply fo.r Medi-Cal and 
take advantage o.f prenatal care co.verage. 

• Provider Outreach. In its fiscal intermediary co.ntract, the depart
ment requires Electro.nic Data Systems Federal Co.rpo.ratio.n (EDS) 
to. pro.vide. additio.nal assistance to. pro.viders. These requirements 
include (1) to.ll-free telepho.ne lines dedicated to. o.bstetrical pro.vid
ers, (2) custo.m training sessio.ns in co.ordinatio.n with o.bstetric 
pro.fessio.nal meetings, and (3) individual, o.n-site technical.assistance 
to. pro.viders who. have billing difficulties. In :;tdditio.n, the budget 
pro.po.ses to. transfer fo.ur po.sitio.ns to. Medi-Cal fro.m the Maternal 
Child Health Branch. These po.sitio.ns will be specifically respo.nsible 
fo.r (1) co.nducting training sessio.ns and o.utreach fo.r Medi-Cal 
pro.viders, CPSPpro.viders, and co.unty welfare departments and (2) 
reviewing the claims pro.cessing system to. determine whether 
changes co.uld be made to.. simplify billing requirements fo.r o.bstet-
rical pro.viders. . .. . 

• Beneficiary Outreach. Chapter 1446, Statutes. o.f 1989,(SB 822, 
Ro.senthal), transferred $1 millio.n fro.m the General FUnd from the 
Maternal and Child Health Branch to. the Medi-Cal Pro.gram. These 
funds will be matched with $1 millio.n in federal funds to. permit 
co.unties to. statio.n eligibility wo.rkers at lo.catio.ns o.ther than welfare 
o.ffices. The department also plans to. use $3.1 million in C&T funds 
appro.priated by AB 75 fo.r this purpo.se. When co.mbined, these 
appro.priatio.ns pro.vide a to.tal o.f $5.1 millio.n that co.unties can use to. 
reach mo.re pregnant wo.men who. are eligible fo.r Medi-Cal. In 
additio.n, the fo.ur po.sitio.ns pro.posed fo.r transfer fro.m the Maternal 
and Child Health Branch to. the Medi-Cal Pro.gram will be respo.nsi
ble fo.r reviewing and simplifying co.unty eligibility determinatio.n 
pro.cesses. 
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• Assembly Bill 75 Outreach ContraCt. The department is developing 
a request for proposals to hire a public relations contractor to (1) 
develop a campaign to encourage providers to participate in Medi
Cal and (2) develop and implement a statewide campaign to inform 
wom~n about Medi-Cal coverage of perinatal services and to encour
age them to receive early prenatal care. Th~ department plans to 
spend $3 million of the. funds appropriated by.AB.15 during 1989-90 
for this contract. 

While the Legislature and the administration have significantly ex
panded the .perinatal services that Medi-Cal provides, it is too soon to 
determine whether these changes will increase provider participation in 
the Medi-Cal Program, or the· number of women receiving. perinatal 
services. This is because many of the expansions were implemented 
within the last two years, or are just being implemented now. Moreover, 
the department's'outreach activities have been limited to date, but 
should increase considerably during the budget year. 

Re~ppropriatio., Needed . 
We recomm~d that the LegislQture reappropriate $1.2 million of the 

1989-90 appropriation in AB75 for use. in 1990-91. 
The department proposes to encumber $18.1 million in C&T funds 

during 1989-90 and $21. million.in C&T funds during 1990-91. However, 
AB 15 apPl'opriated $19.9 million for 1989-90 and $19.8 million for 1990-91. 
In order for the department to impleIllent this spending plan, it needs 
authority to. carry ov~r, $1.2 million of the 1989-90 appropriation into 
1990-91. . 

.Accordingly, we recommend that the Legislature, reappropriate $1.2 
million of the 1989-~ .appropriation in AR 15 for use in 1990-91. 

Federal Funds Needed for Targeted Case Management 
The budget does not include '$28.8 million in federal funds needed to 

relfuburse the. Departtnl!nt· of ·Dtmelopmental Services (DDS) for 
Medi::'Cal targeted case mg,nagemetlt serVices for persons with develop
mental disabilities. '. . 

·In oUr review.()f the budget proposal for the DDS, ~e note that the 
budget proposal assumes that the. DDS will receive $28.8 million in 
reimbUrsements from the PHS for the federal share .of. the costs of 
providing targeted case management for perso~s. with developmental 
disabilities. (Please see Item 4300.) The Medi-Cal budget proposal does 
not include federal funds for thispurpose.' 

B. COUNTY ADMINISTRATION 
. The budget proposes $324.5 million ($152.2 million General Fund) for 

county welfare departments to determine Medi-Cal eligibility for medi
cally needy beneficiaries. The costs of eligibility determinations for 
categorically eligible beneficiaries (AFDC and SSI / SSP cash grant recip
ients) are covered by the AFDC and SSI/SSP Programs. 

Current Year. The budget anticipates that General Fund Medi-Cal 
eligibility determination costs will be $11.6 million, or 15 percent, higher 
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than the amount appropriated for the current year. Table 23 shows the 
principal current-year changes. The anticipated deficiency is due prima
rily to' the. following factors: 

• Increased Costs for Undocumented Persons {$10.1 Million General 
Fund}. As we discussed in our earlier section on health care services, 
the caseload of undocumented persons has been considerably larger 
than the department estimated in May. Based· on actual caseload 
through September 1989, the department now estimates that alniost 
five times more' UIldocumented persons than anticipated will apply 
for Medi-Cal during the current year. 

• Qualified Medicare Beneficiaries ($4.8 Million General Fund). As 
we discussed in our earlier section on health care services,. the 
Medicare, Catastrophic Coverage Act requires Medi-Cal to, pay 
Medicare. premiums, deductibles,' and copayments for qualified 
Medicare beneficiaries beginning January 1, 1990. This results in 
additional eligibility determination workload. 

• 1988-89 Deficiency Carry-Over ($3.2 Million General Fund). The 
current-year budget anticipated that the' Legishlture would pass the 
deficiency bill for 1988-89 during 1988~89. The Legislature did not 
pass the deficiency bill, thereby shifting these costs to 1989-90. 

The budget also reflects current-year 'eXpenditures of $38.3 million in 
federal foods for Los Angeles COUIity. The department had . withheld 
$31.9 million of these funds pending resolution of a federal audit 
exception regarding the federal share of costs for patient financial service 
workers (PFSWs) from 1981-82 through 1987-88. The federal Health Care 
Firiancing Administration withdrew its audit exception in November 
1989. The remaining $6.4 millibn is'for the federal share of 1988-89 PFSW 
costs., . . 

Budget Year. The proposed 1990-91 General Fund appropriation of 
$152.2 million fbr county adminIstration represents an increase of $20.4 
million" or 16 percent, over esti:rri.atedcurrent-year' expenditures. The 
current estimates of county administrative costs for 1990-91 are, however, 
incomplete because the department has not yet attempted to estimate 
workload changes in the base budget. This will be done in the May 
reVIsion when more dl,lta' are available frbm which to estimate county 
welfare department workload. Table 23 shows that the 1990-91 increases 
result primarily from the followingJactors: . 

• Full-Year Costs of Current-Year Changes ($18.4 Million General 
Fund). These changes are implementation of the qualified Medicare 
beneficiaries program ($11.6 million), the growth of the caseload of 
undocumented persons ($5.3 million), and eXpansion of pregnancy
related services ($1.5 million). 
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.Table 23 
Departmer'lt of Health Services, 

Medi·Cal County Administration 
Proposed 1990-91 Budget Changes 

(dollars in thousands) 

Funds available, 1989 Budget Act and other legislation: 
E;ligibility item ............. '.' ................................. .. 
Federal r~gee reimbursements .............................. . 
State Legalization Impact Assistance Grant (SLIAG) ........ . 

- Cigarette and Tobacco Products Surtax Fund, Ch 1331/89 .. . 
Outstationing eligibility workers, Ch 1446/89 ................. . 
County persounel services, Ch 1430/89 ....... " .............. . 
Unanticipated reimbursements ................................ . 

Subtotals, 1989-90 funds available ........................... . 
Unanticipated 1989-90 changes: 

Increased costs for undocumented persons ................... . 
Reduced costs foi-newly legalized pel'sons ................... . 
Qualified Medicare beneficiaries .. '.." ...... ; .................. . 
Deficiency carry-over .......................................... . 
Caseload increases ..... '.' ................................. : .... . 
Los Angeles County patient firiancial service workers pass-

through ........................ ; ....... .- ...................... . 
1988-89 expenditure reconciliation .... ; ....................... . 
Other changes ............................................... '.' .. 

1989-90 expenditures (estimated) ................................ . 
Projected deficiency .......................................... .. 

Propased 1990-91 changes: . 
Qualified Medicare beneficiaries .............................. . 
Increased costs for undocumented persons ................... . 
Increased costs for newly legalized persons .................. . 
1989-90 salary increases ...... ', .................................. . 
Expansion of pregnancy coverage, Ch 98(l/88 ................ . 
Expansion of pregnancy coverage, Ch 1331/89 ............... . 
Statewide Automated Welfare System implementation ...... . 
Outstationing eligibility workers, Ch 1446/89 ................. . 
Back out 1989-90 one-time costs ............................. , .. 
Other changes ............................... .' .................. . 

1990-91expenditures (proposed) ................................ . 
Change from 1989-90 (estimated): 

Amount. .................................... :, ................... . 
Percent ........................ , ................................ . 

General Fund 

$112,094 

250 
. -50 
1,939 

$114,233 

10,101 

4,788 
3,162 
1,231 

-1,730 
$131,785 
-17,552 

11,571 
5;285 

2,506 
1,488 

880 
500 

-3,162 
1,376 

$152,229 

$20,444 
15.5% 

All Funds 

.$238,813 
492 

2,655 
1,150 

250 
-100 
1,939 

$245,199 

20,202 
-3,244 

9,576 
6,993 
1,564 

··38,347 
2,270 
-126, 

$320,781 
-75,582 

23,472 
10,571 

1,645 
5;011 
2,976 
1,464 
1;481 
1,000 

~47,61O 
3,670 

$324,461 

$3,680 
-1.1% 

• 1989~90 Salari/Increases ($2.4 Million General Fund). Thebudget 
proposes to· fund a 4.7 percent salary increase for county welfare 
department employees, This is consistent with the Legislature's 
policy in recent years to fwid the actual salary ~ncreases that local 
officials provide to. their welfare department· employees one year 
after the counties provide thecost·of~living adjustments. The 4.7 
percent adjustment is an estimate, and .the actual percentage 
increase will not be known until the department and the Depart~ 
mei1t of Social Services have completed their salary survey in the 
spring. The departments advise that they will update their budgets 
to reflect the actual increase in the May revision. 
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• Statewide Automated WelftireSystem'(SA WS} ($88D,OOO General 

Fund). The SAWS isbeingexpande~:l to additional counties in 
1990-91. Medi-Cal pays a portion of the costs of this system . 

• Outstationing Eligibility Workers ($SOO,OOO General Fund). Chap
ter 1446, Statutes of 1989 (SB 822, Rosenthal), transferred $1 million 
(General Fund) from the Maternal and Child Health Branch tothe 
Medi-Cal Program to fund county proposals for stationing eligibility 
~orkers at locations other th~ welfare offices in' efforts to' reach 
more pregnant :women who are eligible for Medi-Cal. Of this total, 
$250,000 will be spent in the current year, leaving $750,000' for 
expenditure in '1990-91. . 

Qualified Medicare Beneficiaries Workload May Be Overstated 

The' budget proposal includes $70.6 milli~n ($35.1 million General 
Fund) for eligibility'costs related to the.qualified Medicare berteficiaries 
program. As we discussed in our earlier section on health services, the 
initial enrollment in this progr~ has been ~uch lower than the 
department anticipated. Consequently, the workload' estimated in the 
budget proposal may be significantly overstated. The,department advises 
that it will reexamine its workload assumptions in preparing the May 
revisi()n to the budget 

Cost Control Work Measurement Study 

We recommend tkat the Legislature. rell'uire the, Departments of 
Health Services (DHS) and Social Services (DSS) to (1) report to' the 
fUlcal committees during budget hearings ~n the status of the work 
measurement study of the Medi-Cal, Aid. to Families with Dependent 
Children, and Nonassistance Fo.od. Stamp Progr,qmsand' (2) adopt 
supplemental report language requiring the DHS and the DSS to report 
on the findings o/the completed studies. 

In our: review of Item 5180-141, the DSS, we provide an upq,ate on the 
work measurement study currently being conducted by the DSS and 
DHS,in conjunction with the County Welfare Director's Association. The 
Legislature required this study to evaluate the current procedure used to 
determine productivity . targets ,for county eligibility workers and to 
identify alternative approaches. In our review, vve discuss delays in 
completion of the work measurement study that have forced the DHS 
arid DSS . to use productivity standards that are several years old in 
developing their budgets for countyadministratiort.. ' 

The Legislat;urehadplaimedto use the results 'of the work measure
ment study duriIlg the' 1989-90 budget process. We believe the earliest 
time the Legislature can noW reasonably expect to implement the results 
of the work measuremertt study would be in the 1991-92 budget. We 
therefore recommend that the Legislature (1) require the DHS and DSS 
to report at the time' of budget hearings on' the status of the work 
measurement study and (2) adopt supplemental reporflanguage requir
ing the DHS and the DSS to report on the findings of the completed 
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studies. Please see Item 5180-141 for additional discussion, of this issue and 
our recommended language. 
C. MEDI-CAL CLAIMS PROCESSING 

The DHS does not directly pay doctors, pharmacists, 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 a claims processing contract 
with Electronic Data Systems Federal Corporation (EDS). EDS replaced 
the previous contractor, Computer Scien~es Corporation, in April 1988. 
In addition, the department reimburses the State Controller's Office for 
printing and mailing checks to Medi-Cal fee-for-service, providers. Pay
ments to organized health systems and to providers of mental health 
services under the Short-Doyle Act are processed directly by the 
department. 

The Current Year. The budget anticipates that General Fund claims 
processing costs for 1989-90 will be $14.8 million. This is $1.3 million,'or 9.7 
percent, higher than the amount appropriated in'the 1989 Budget Act. 
Table 24 shows that the largest component of the current-year deficiency 
results from increased payments to EDS. The primary reasons for the 
increase are (1) one~time changes to accommodate the qualified Medi
care, beneficiaries program created by the Medicare Catastrophic Cov
erage Act ($835,000 General Fund) and (2) contract payments that were 
delayed from 1988-89 because EDS had not met cycle~time requirements 
for processing claims ($486,000 ,General Fund), partially offset by (3) a 
reduction in the number of total claims (savings of $433,000 General 
Fund). '; . .' ,.' . . . ' 

The Budget Year. The budget proposes an appropriation of $56.2 
million ($14.1 million General Fund) for fiscal intermediary services in 
1990-91. This is a net decrease of $121,000 ($679,000 General, Fund 
decrease and $558,000 federal funds increase). Table 24 shows that this 
d~crease is due primarily to a reduction in the EDS contract and 
increas.ed costs for the Delta Dental contract. The reduction in the EDS 
costs results primarily from backing out one-time payments made to EDS 
in the current year and a reduction in. the cost per claim. The increased 
costs for the Delta Dental contract result primaiily from one-time 
payments related to Delta's takeover of a new contract and new contract 
requirements for enhancements to the dental claims processing system. 
Reprocurement of Dental Contract 

We recommend that the Legislature adopt supplemental report 
language requiring the department to report on Delta Dental's com
pliance with the new dental contract, including a discussion of new 
contract requirements and system enhancements. 

Delta Dental will coritinue to be the contractor for the Medi-Cal dental 
. program after winning the contract award through a 'competitive pro
curement process in 1989. Under the new contract, Delta is responsible to 
provide dental services for the Medi-Cal Program from August 1990 
through August 1994, with two optional extensions of one year each. The 
dental contract requires Delta to process Medi-Cal dental claims, process 
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Table 24 

Department of Health Services 
Medi-Cal Claims Processing 

Proposed 1990-91 Budget Changes 
(dollars in thousands) 

Funds available, 1989 Budget Act 
Fiscal intemiediary item ............................... ; ....... . 
Refugee reimbursements ..................................... .. 
State Legalization Impact Assistance Grant .................. . 
Board of Medical Quality Assurance reimbursements ........ . 
Unanticipated reimbUrsements ................................ . 

Subtotals, 1989-90 funds available .......................... .. 
Unanticipated.l989-90 changes: 

Electronic Data Systems (EDS) contract ..................... . 
Delt~ Dental contract. ......................................... . 
State Controller agreement. .............................. , .... . 

1989-90 expenditures (estimated) ................................ . 
Projected deficiency ........................................... . 

Proposed 1990-91 changes: 
EDS contract ................................................... . 
Medicare crossover contract .................................... . 
Decrease in State Controller contract. ........................ . 
Delta Dental contra.ct. ......................................... . 

1990-91 expenditures (proposed) ............................... .. 
Change from 1989-90 (estimated): . 

Amount ......................................................... . 
Percent. .. ; ..................................................... . 

General Fund 

$13,359 

100 
2 

$13,461 

1,080 
258 

-29 
$14,770 
-1,309 

-2,282 
16 

-57 
1,644 

$14,091 

-$679 
-4.6% 
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All Funds 

$53,182 
179 

6 
100 

2 
$53,469 

2,160 
845 

-114 
$56,360 
-2,891 

-6,714 
66 

7226 
6,753 

$56,239 

-$121 
-0.2% 

treatment authorization requests (TARs), and develop and implement 
enhancements to the claims processing system. Delta is an "at-risk" fiscal 
intermediary, so it is responsible for both controlling dental costs and 
processing claims. . 

. New Contract Requirements. The new contract includes new require
mentsfor various efforts intended to improve provider relations and 
increase provider participation. The new requirements include increased 
provider training;' on-site visits to help providers with billing problems, 
and increased reporting requirements to permit the department to 
monitor Delta's provider relatio~s. 

Enhancements; The new contract requires Delta to make several 
enhancements to its claims processing system between June 1990 and 
August 1991. Among other things, the enhancements are intended to 
improve Delta's efficiency in paying claims and assist beneficiaries who 
have access difficulties or other types of problems. 

Specific enharicements to improve efficiency include establishment of 
reporting requirements to assist the department in monitoring Delta's 
performance and improvements to TAR processing. The contract also 
permits the department to identify specific claims and require Delta to 
process them on a priority basis. The enhancements to beneficiary 
services include the establishment of .toll-free telephone lines where 
beneficiaries can receive assistance in finding a dentist or resolving oth,er 
. problems. 
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Delta-Initiated Enhancements. The contract includes a number of 
additional enhancements proposed by Delta in its contract bid. To 
improve provider relations, Delta will expand training resources, provide 
monthly summary statements of billings to providers, and review denied 
claims to determine the most frequent reasons for claim denials and 
identify providers who need assistance in submitting claims. Delta will 
also establish, in conjunction with California dental schools, mobile dental 
clinics in underserved areas. . 

Report to Legislature. Chapter 996, Statutes of 1987 (SB 57, Marks), 
required the department to report on the Medi-Cal fiscal intermediary's 
compliance with the new contract that became effective in 1988. These 
reports were comprehensive and were very useful· in enabling the 
Legislature to monitor the transition of fiscal intermediary responsibili
ties to EDS and the implementation of various enhancements required in 
the contract. Because the Legislature has a similar interest in monitoring 
the new dentai contract requirements, particularly those regarding 
provider participatiori and beneficiary services, we recommend that the 
Legislature adopt supplemental report language requiring the depart
ment to provide similar reports on Delta's compliance with the new 
contract requirements. The following language is consistent with our 
recommendation: 

, The department shall report to the fiscal committees by December I, 1990 and 
May I, 1991 on the dental fiscal intermediary's general contract compliance, 
including compliance with the performance requirements and the require
ments to implement enhancements. 

D. MEDI-CAL STATE ADMINISTRA TIOt<l. 

The budget proposes $146.7 million ($52 million General Fund) in 
various departments for state administration of the Medi-Cal Program in 
1990-91. The General Fund amount represents an increase of $2.4 million, 
or 4.8 percent, above estimated expenditures in the current year. Table 
25 displays Medi-Cal state administrative expenditures in 1989-90 and 
1990-91. 

The budget proposes to increase General Fund spending by the DHS 
by $2.1 million, or 5.5 percent, above estimated spending levels in the 
current year. This increase primarily reflects (1) a proposal for staff to 
implement a drug cost-containment program, (2) a reduction in the 
federal funding for fiscal intermediary oversight costs, (3) a proposal for 
staff to implement requirements in the Medicare Catastrophic Coverage 
Act, (4) a redirection of staff to expand perinatal outreach activities, and 
(5) proposals to increase staff for early fraud detection and investigation 
of long-term care overpayments. 

The budget proposes 1,701.4 positions in the DHS that can be attrib
uted directly to the administration of the Medi-Cal Program. This is 37 
positions, or 2.2 percent, more than the number of authorized positions in 
1989-90. The increase reflects the expiration of 34 limited-term positions 
and an increase of 71 positions. 
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Table 25 
Medi·CalPrQgram 

State Administration Expenditures a 

1989-90 and 1990-91 
(dollars in thousands) 

Item 4260 

Estimated 1989-90 
General 

Proposed 1990-91 
Percent 
Change 

in General 

Department of, Health Services b ••••••••••• " 

Department of Social Services .............. . 
Department of Mental Health .............. . 
California Medical Assistance Commission .. 
Department of Aging ................... : .. .. 

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

Fund 
$39,098 

7,139 
1,OB1 

974 
1,290 

$49,582 

All Funds Fund 
$124,868 5.5% 

14,889 2.5 
2,181 0.8 
1,992 2.3 
2,731 3.1 

$146,661 4.8% 

• FUnds are shown where they are actually spent, not where they are appropriated. All federal funds 
. shown for departments other than Health Services are appropriated in the budget for Health 

Services and then transferred to the department where the funds are expended. 
b This includes the 98 percent of the state admUiistrationexpendinn:es for the Audits and Investigatio~s 

Division that are attributable to Medi-Cal Program activities. 

Table 26 shows the changes in Medi-Cal-related positions proposed for 
the budget year. It does not reflect positions in the department's 
administrative units (personnel, budgets, accounting, etc.) whose costs 
are distributed to the Medi-Cal Prograin for funding purposes. 

Table 26 
Department of Health Services 

Medi.Cal Program ~roposed Positions a 
, 1990-91 

Limited-
Existing Term Proposed 

Program Positions Positions Changes 
Eligibility b ................................... 120.1 -8.0 18.0 
Benefits ........................................ 47.9 12.0 
Rate development. ........................... 44.1 
Contract operations ........................ . i. 61.0 2.0 
Utilization control b ' .......................... 545.0 -'-16.0 23.0 
.Health recovery ............. ' .................. ~.3 
Fiscal intermediary b ......................... 137.4 4.0 
Medi-Cal reprocurement project ............ 18.0 
Program development b ..................... 35.1 
Audits and investigations b,c ................. 431.5 -10.0 12.0 

Totals .................................. ; .. 1,664.4 -34.0 71.0 

Proposed Percent 
Positions Change 

130.1 8;3% 
59.9 25.1 
44.1 
63.0 3.3 

552.0 1.3 
224.3 
141.4 2.9 
18.0 
35.1 

433.5 0.5 
1,701.4 2.2% 

• Additional positions paid for by the Medi-Cal Program are located in the division offices supervising the 
above programs and in the Administration Division. 

b Includes division offices. 
C This reflects the, 98 percent of the, positions in the Audits and Investigations Division that, are 

attributable to Medi-Cal Program activities: 
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Department Has Not Developed Drug Disc~unt Program .' 

We withhold recommendation on $1.8 million ($659,()()() General 
Fund} and· 40 positions requested for a drug discount program, 
pending receipt of the department's plan to implement this program. 

Thebudget proposal hicludes $1.8 million ($659,000 General Fund) 'and 
40. positions to implement a drug discount program. As' we' discussed in 
our earlier section' on· health services, the budget assumes savings of $50 
million ($23.9 million General Fund) as a result of this proposal~ 
However, at the time this analysis was prepared Ganuary 1990), the 
departnient had not completed development of its proposal. As a result, 
we·are unable to determine whether the·funds·and positions requested 
are justified. We therefore withhold recQ~endation on $~.8 million 
($659,000 General Fund) and 40 position,s p~nding receipt of the 
department's plan to use the positions requested to achieve the savings of 
$50 million. . 

Budgeted Federal Reimbursements for Nursing Facility Preadmission 
Screening Too High 

> We~~commend a reduction of $4 million in federal funds to reflect 
lower preadmission screening case/oad and costs. (Reduce Item 4260:" 
007-890.) .' 

The department's budget contains $11.2 million in federal funds· to 
reimburse other agencies for evaluation of active treatment needs. of 
mentally ill and developmentally disabled nursing facility clients, as 
required by the federal Omnibus Budget Reconciliation Act (OBRA) of 
1.987. Of this., total, $8.7 million is allocated to the Department of Mental 
Heal~ (DMH)and $2.5 Illillion to the Department. of Developmental 
Services (DDS). The General Fund portion of the program is included in 
the DMH and DDS budgets. 

Our review indicates that the budgeted amounts should be t;,educed 
because the screening caseload and costs are lower than expected. The 
DDS has already reduced its General Fund portion of the program to 
recognize this change. . We recommend a conforming . reduction of 
$249,000 in federal funds budgeted for allocation to the DDS. We also 
recommend a reduction of $3.8 million in federal funds budgeted for 
allocation to the DMH to reflect projected screening caseload and costs 
in the budget year. (Please see Item 4440 for a more detailed. discussion 
of the DMH screening caseload and recommended reduction.) 

Capital Outlay 
The Governor's Budget proposes an appropriation of $235,000 in Item 

4260-301-036 for capital outlay expenditure in the Department of Health 
Services. Please see our analysis of that item in the capital outlay section 
of this Analysis, which is in the back portion of this document. 
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CALIFORNIA MEDICAL ASSISTANCE COMMISSION 

Item 4270 from the General 
Fund and federal funds Budget p~ HW 109 

Requested 1990-91 ......................................................................... . 
Estimated, 1989-90 .......................................................... ; ................ . 
Actual 1988-89 ................................................................. ; ............... . 

Requested increase (excluding amount. for ' 
salary increases) $44,000 (+ 2.3 percent) 

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

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
4270-001-OO1-Support 
Reimbursements 

Total 

GENERAL PROGRAM STATEMENT 

Fund 
General 
Federal 

. $1,992,000 
1,948,000 
1,471,000 

None 

Amount 
$996,000 
996,000 

$1,992,000 

The California Medical Assistance Commission (CMAC) was estab~ 
lished by Ch 329/82 (AB 3480) to negotiate, contracts with hospitals, 
county health systems, and health care' plans for the delivery of health 
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. The commission has 25.4 personnel
years in the current year. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

The budget proposes the expenditure of $1,992,000 ($996,000 from the 
General Fund and $996,000 in federal funds) for the support of the 
commission during 1990-91. This is an increase of $44,000, or 2.3 percent, 
above estimated current~year expenditures. This increase is due primar
ily to the full-year effect of 1989-90 salary increases. 
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DEPARTMENT OF DEVELOPMENTAL SERVICES 

Item 4300 from the General 
Fund and various other funds Budget p. HW 110 

Requested 1990-91 .. · ....................................................... ; ................. $1,166,204,000 
Estimated 1989-90 ......................... ; .................................................. 1,092,546,000 
Actual 1988-89 ................................................................................... 973,948,000 

Requested increase (excluding amount for 
salary increases $73,700,000 (+6.7 percent) 

Total recommended reduction .................................................... . 
Recommendation pending ........................................................... . 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
4300-001-OO1-Support 
4300-OO1-172-Support 

4300-001-890-Support 
4300-003-OO1-Developmental centers 
4300-003-814-Developmental centers 
43OO-003-890-Developmental centers 
4300-004-001-Developmental centers, Proposi-

tion 98 
4300-10l-001-Local assistance 
4300-101-172-Local assistance 

4300-490-Reappropriation 
4300-496--Reversion 
Ch 1396/89 
Reimbursements 

Total 

.' Fund 

General 
Developmental Disabilities Pro, 

gram Development 
Federal 
General 
Lottery Education 

. Federal 
General 

General 
Developmental Disabilities Pro-

gram Development 
General 
General 
General 

866,000 
6,427,000 

! ,". 

Amount 
$23;399,000 

580,000 

1,757,000 
24,503,000 

907,000 
.856,000 

24,989,000 

498,339,000 
2,975,000 

10,794,000 

2,131,000 
574,974,000 

$1,166,204,000 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Early Intervention Services. Recommend that the depart- 592 
ment submit a revised expenditure plan to the fiscal com
mittees by April 1, 1990. 

2. Regional Center Estimate Package. The department has 597 
done an excellent job in complying with the Legislature's 
request to revise the format· of the regional center budget 
proposal. 

3. Regional Center Budget. The regional center budget is 597 
likely to be underfunded due to problems in estimating' 
current-year expenditures. The department will be address-
ing these problems in its May revision. 

4. Alternative Residential Model (ARM). Withhold recommen- 599 
dation on the $2.8 million from the General Fund proposed 
for ARM geographic and wage rate adjustments, pending 
submission of a report upon which the proposed rates are 
based. 
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DEPARTMENT OF DEVELOPMENTAL SERVICES-Continued 
5. "Red-Circling" Policy. The department is unable to justify 599 

why it proposes applying different red~Circle policies to 
different groups of residential care providers. 

6. Technical "Adjustment. Reduce Item 4300-101-001 by ,600 
$200;000. ,Recommend a reduction in the amount contained 
in the. budget for a quality assurance' s~dy to correct a 
technical.budgeting error. 

7. SSI/SSP Cost-of-Living Adjustment (COLA). The budget· 600 
assumes passage of legislation waiving COLAs for. the 
SSI/SSP Program in 1990-91. 

8; Targeted Case Management. Add $33.8 Million to Item 601 
. 4300.,101-001 and to. General Fund Revenues, and Schedule 
$9.1 Million from Item 4300-001-001 to a Separate Item. TQ 
assure full funding of the regional centers in the event that 

.' the .. department is unsuccessful in obtaining legislation to 
establish fees for regional center services or the federal 
government continues to deny reimbursement for case 

... management services, we recommend that the Legislature 
(a) add $33.8 million (General Fund) to the regional centers 
item (Item 4300-101-(01) and the same amount to General 
Fund revenues and (b) schedule $9.1 million from the 

. department's support budget (Item 4300-001-(01) in a sep
an~te item with Budget Bill language specifying conditions 
for release of the funds. 

9. Home- and Community-Based Services. Recommend that 602 
the department submit to the fiscal committees, by April 1, 
1990, information regarding this program. . 

10. Intermediate Care Facilities for the Developmentally 605 
Dis4bled-Nursing (ICFIDD..,lYs). Reappropriate the Unen
.cumbered Balance of Funds Available in Item 4300-490(i) 
of the 1989 Budget Act. Recommend that the Legislature 
reappropriate the ,unencumbered balance of a $500,000 
appropriation . from the Program Development Fund for· 
development of ICF/DD-Ns. 

11. Developmental Center Population and Medi"Cal Reim- 607 
bursements.Recommend that in its May revision, the de
partmentincorporate the Medi~Cal cost-of~living adjustment 
estimate for long-term care assumed by the Department of 
Health Seryices in the Medi-Cal May revision. 

12. Budget Bill Proposes Authority to Spend Without Legislative 610 
Review. Recommend that the Legislature delete proposed 
Budget Bill language allowing for expenditure of excess 

,Medi-Cal reimbursements without legislative review. 
13. Proposed,Reduction in Salary Savings. Recommend that the ·610 

department submit to·the·fiscal committees before April! a 
work plan for developing new staffing. standards for the state 
developmental centers. 



Item 4300 HEALTH, AND WELFARE 'I 589 

14. Phase-In o/Additional Positions !orSta!f Coverage. Re- '613 
duce Item 4300-003-001 by $666,000. Recommend a reduc-
tion in the General Fluid amount budgeted for coverage 
factor increases in order to more 'accurately·'refl~ct .the ' 
tim· f taff hi . ,"" ',;' "" ,; , mg 0 new s, nug; ,,~ ":,':c'".".\ .,' " , 

15. Janitorial Contractor; Thedepartixic:mfh'iis'contihueidto 6t4'': 
experience problems with its janitorial contractor ip the 
current year. It is too soon to tellwhether'the contractor's , 't 
performance will improve :under the new contract effective 
in January 1990., " ,; 

16. Implementation Plan for Sherry S; Withhold reconiirienda- 615 
tion on $3.6 million proposed for holding judicial reviews anq 
establishiIls conservatorships for state developmental center 
clients. Recommend that the department submit to the fiscal 
committees, by April 1, 1990, a revised ,proposal' that :outlines 
and supports its assumptions, ' 

GENERAL PROGRAM STATEMENT 
The Department of Developmental Services (DDS) administers ser

vices 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 h:mdicap .. Such disabilities may be 
attributable' to mental retardation,' cerebral palsy, 'epilepsy, autism, 
neurologically handicapping conditions closely related to mental' retar
dation, or mental impairment resulting from acciden,ts that occur before 
age 18, . ' " " , " , ,. ; 

The department has 10,231.7 personnel-years in the current year to 
'carry out the following two programs: 

1. The Community Services Program develops, maintains, and coordi
nates services for developmentally., disabled persons residing in the 
community. The program's activities are carried out primarily through 21 
regional centers, which are operated' statewide by private nonprofit 
corporations under contract with the departInenL , ' , 

2. The Developmental Centers Program provides services in 7 of :the 
state's 11 developmental centers and hospitals.','Agnews;Fairview;'Lan
terman, Porterville, Sonoma, and Stockton State DevEilopmental Centers 
(SDCs) operate programs exclusively for the dexelopmentally disabled, 
while Camarillo State Hospital/Developmental Center operates pro
grams for both the developmentally disabled and the mentally disabled 
through an interagency agreement with th,e,,oeparhllellt of;, Mental 
Health. 
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DEPARTMENT OF DEVELOPMENTAL .$ERVICES-Continued 

MAJOR ISSUES 

Ii1f Th·e . budget for th~ regional ce~ters is likely to be 
L;.J underfunded due to problems with the methodology 

for estimating day program costs. 

1!1 The department is·· proposing legislation to impose 
. fees for services provided by regional centers in order 
to obtain federal funding. Absent this legislation, the 
budget would be underfunded by $33.8 million. 

1!1 The department may be able to expand its Home- and . 
Community,.Based Services Program and receive an 

. additional $65 mJllion in federal reimbursements each 
year. 

1!1 The state developmental centers (SOCs) areexperi
encing major problems with licensing, accreditation, 
and certification that th~ proposed $8.7 million aug
mentation to reduce the salary savings rate will not 
solve. 

Ii1f The department Has continued to experience prob
L;.J lems with its janitorial contractor in the current year. 

.1i1f The department's proposal to hold jutticial reviews and 
L;.J establish conservatorships for SOC clients-the first 

phase of an eight-year plan costing $31.4 million
. needs a lot of work before warranting legislative ap
proval. 

.. 
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OVERVIEW 'OF THE BUDGET·REQUEST 
Expenditures from all funding sources are' proposed at $1.2 billion for 

support of the DDS in the budget year. This is an increase of $73.7 million, 
or 6 .. 7 percent, above estimated current-year expenditures. The budget 
proposes appropriations of $584.2 nrillion. from the General Fund to 
support DDS program!! i~ 1990-91. This is an increase of $44.6 million, or 
8.3 percent, above estimated current-year expenditures. 

The change in expenditures from all funds is due primarily to. proposals 
for (1)$11.5 million to reflect the full-year cost of 1989-9() employee 
compensation increases"':"" $9.2 million for developmental center employ
ees and $2.3 million for regional center employees; (2) $8.7.million to 
reduce salary savings at the developmental centers; (3) $21.6 million to 
reflect caseload, cost, and utilization changes at the regional centers; and 
(4) $17.9 million for final implementation and expansion of the Alterna
tive Residential Model (ARM) system for setting residential care rates. 

The General Fund increase is lower than the increase in all funds due 
to the anticipated receipt of $5 million in clien:t fees and $28:8 million in 
federal funds resulting from enactment of proposed legislation establish
ing fees for regional center services. Table 1 displays program expendi
tures and funding sources for the department in the prior, current, and 
budget years. 

Table 1 
Department of Developmental Services 

Budget 'Summary 
1988-89 through 1990-91 
(doll.ars in thousands) 

Actual Est Prop. 
Expenditures 1988-89 1989-90 1990-91 
Department support ......................... $23,213 $32,279 $26,896 
Regional centers and community develop-

ment programs .......................... 463,703 . 520,287 579,058 
Developmental centers ...................... 487,032 539,980 560,250 

Totals .......................•............ $973,948 $1,092,546 $1,166,204 
Funding Sources 

General Fund ................................. $511,816 $539,528 $584,155 
Special Account for Capital Outlay ......... 4,()(}{) 
Lottery Education Funds . ................... 1,108 ,907 
Developmental Disabilities Program Devel-

opment Fund ............................ 4,642 4,123 3,555 
Federal funds ................................ 3,141 10,653 2,613 
Reimbursements ............................... 454,349 533,134 574,974 
Personnel-years 

Department support ....................... 384.1' 411.6 424.3 
Developmental centers .•.................. 10,665.3 10,820.1 lO,970.5 

Totals .................................... 11,049.4 11,231.7 11,394.8 

Percent 
Change 

From 1989-90 
-16.7% 

11.3 
3.8 
6.7% 

8.3% 
-100.0 
-18.1 

-13.8 
-75.5 

7.8 

3.1% 
1.4 
1.5% 
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DEPARTMENT OF DEVELOPMENTAL SERVICE$+-Continued 
ANALYSIS .AND RECOMMENDATIONS· 

1. DEPARTMENT SUPPORT 
ThE; budget proposes a Genera,l Fund appropriation of $23.4 million for 

suppqrt of the department in 1990~91. This is an increase of $2 million, or 
9.4 percellt, above estimated current-year expenditures. 

Total expenditures, including those.supported by the Program Devel
ot»n~nt Fund, reimbursements,. and federal funds, are 'proposed at $26.9 
million, 'which is $5,4 million, or 17 percent, below estimated current-year 
expenditures. . . "" 
" Table 2 identifiesth~ major changes in the department's support 
budget pr9PQsed for 1990-91. ' 

Table 2 
Department of Developmental Services 

Department Support 
Propo$ed 1990-91 Budget Changes 

. (dollars in thousands) 

'1989·90 expenditures (Budget Act) ....................... ; ...... . 
Adjustments, 1989-90: 

Retirement adjustment ........................................ . 
Employee compensation increases ............................ . 
Board of Control .............. ; .......... ; ..... ; .. ' .................. . 
Early intervention services .................................... . 
Career opportunity development reimbursement ............ . 
Alternative Residential Model regulations' ................ ; ... . 

1989·90 expenditures (revised) .................................. . 
BO$elinetidjustments, 1990-91: 

Full·year effect of 1989·90 employee compensation increases. 
Compensatory education ........... ; .......... '" ............ .. 
Early intervention services .................................... . 
Career Opportunity Development Program .................. . 
Alternative Residential Model. ............................... .. 
Board of Control ........................ : ....................... . 
Reinibursement adjustment ......... : ......................... . 

Program change proposals: 
Cost recovery system: ........................................ .. 
Implementation of Sherry S. hearings ........................ .. 
Substance·exposed infants ....... : ............................. . 
Parental fees administration .................................. .. 

1990-9lexpenditures (proposed) ................................ . 
Change from 1989·90 (revised): . 

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

General 
Fund 

$20,811 

-31 
531 
-1 

75 
$21,385 

446 

132 
-75 

1 

729 
1,110 

-329 
$23,399 

$2,014 
9.4% 

Re~isedSpending Plan Needed for Early Intervention Services 

All Funds 
$28,778 

-33 
565 
-1 

2,971 
-76 

75 
$32,279 

465 
139 

~8,044 

132 
.-75 

1 
69 

729 
1,110 

55 
36 

$26,896 

"::$5,383 
-16.7% 

We recommend that the department submit a revised expenditure 
plan to the fiscal committees by April 1, 1990. 

The budget proposes to spend $1.6 million in federal funds on the Early 
Intervention Services Program during 1990-91. This is a reduction of $8.1 
million, or 83 percent, below estimated current-year expenditures. The 
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department proposes to allocate $L3 million of these funds to local 
planning agencies for planning, coordinating, and delivering services to 
handicapped'infants and their families. The department plans to ;spend 
the remaining $300,000 on state administration and supporto{ '. the 
Interagency Coordinating Council. 
Backg~ound. In 1986 the Congress enacted legislation (Public Law 

99-457) that appropriated funds to encourage states to developcompre
hensive systems for providing early intervention services for infants who 
manifest '''developmental delays:" Early intervention, services are com
prehensive services designed to address the specific physical, educational, 
and/or psychosocial needs of infants, toddlers, and their families. Federal 
law requires that state early intervention systems inClude specific pro
gram components,' such as a comprehensive method for providipg 
multi-disciplinary infant arid family assessments and a "child-find" system 
to track and coordinate services,provided to infants and their familie&. In 
addition, states must'develop a definition of "developtp.entaldelay" for 
purposes of determining entitlement to services., , 

These funds became available for approximately five years beginning 
with federal fiscal year 1988 (October 1, 1987 through ~September30, 
1988). Federal regulations specify that states may use first- and second
year gi-ants for planning arid'development of early iriterventioo'systems. 
To receive third-year funds, states must show that·they ,have ac;lopted a 
state policy for early intervention services that addresses specifieQ. federal 
requirements. However, the federal regulatiQns allow for a ~aiver of this 
,requirement under certain conditions .. To receive fourth- and fifth-year 
funds, states must begin to provide services to all. infants who are, eligible 
based on ,the state's proposed definition of developme~tal delay. 

The department has applied for and received first- and second-year 
grants.' ',' .', 
. Current;..Year Budget. The budget reflects current-year expenditures 

of $9.7 million. This .amount includes (1) ·$3.9 million for local agency 
planning and coordination, (2) $L2million for community projects and 
studies, (3) $IA million for state administration,and (4) $3.2 millionfor 
direct services; According to direct service plans submitted by the; 26 
local agencies participating in the program, these agencies estimate they 
will actually spend only $2.3 million ofthe $3.2 million for direct services. 
Local planning agencies propose to carryover the remaining $900;000 for 
expenditure during,1990-9L. 

Revised Budget Estimates Likely. Our review indicates that the 
budget isbased on two assumptions that are likely to be inaccurate~' 

First, the budget assumes that the department will not apply' for, or 
receive, third-year funding from the federal government. We believe it is 
likely, however, that the department will apply for these' funds. This is 

'. because neither we nor department staff could identify any budgetary or 
programmatic reason not to continue participating in the federal pro
gram for an additional year.' The department' has secured written 
assurances from the federal government that (1) acceptance of third
year funds does not obligate the department to, apply for funding in 
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DEPARTMENT OF DEVELOPMENTAL SERVICE5-Continued 
subsequent years and (2) a future decision not to continue participating 
in thee federal. program would not require California to return any 
program funds. 

The deadline for applying for third-year.funds is June 30, 1990. The 
,department reports that it will.decide by February whether it will submit 

.' an application. The department estimates that this grant would be 
approximately $8 million .. 

The second budget assumption that is likely to be inaccurate relates to 
carry-over funds. The budget assumes that there will be no funds carried 
over into 1990"91 from earlier years. We believe carrying over current
year funds is likely because (1) the department has carried over 
prior-yearfunding,forthe past two years and (2) local planning agencies 
already plan to carryover $900,000 of their' direct services funds. 

Because the assumptions contained in the budget as introduced are 
likely to be inaccurate, we recommend that the department prepare a 
revised spending plan for early intervention services funds that reflects 

. (1) receipt of third-year funding and (2) revised estimates of available 
ccarry-overfunds . 

.. 2. REGIONAL CENTERS AND COMMUNITY PROGRAM DEVELOPMENT 

, The 'budget proposes expenditures of $579 million for regional centers 
and commUnity development programs in 1990-9L This is an increase of 
$58.8 million, or 11 percent, above estimated current-year expenditures. 
Total expenditures, including the expenditures of SSIISSP payments to 
residential care providers, are proposed at $719 million, which is an 
increase of $65.2 million, or 10 percent, above estimated current-year 
expenditures. The increase in expenditures is primarily due to increases 
of $21.6 million based on regional center caseload, utilization, and cost 
trends; $17.9 million proposed for further implementation and expansion 
of the Alternative Residential Model (ARM); $8.5 million related .to 
community placement offormer·.state developmental center clients; and 
$4.8 million for,regional center employee compensation ($2.3 million for 
the full-year cost of 1989-90 increases and $2.5 ,million for increases 
beginning January 1991) .. 

Expenditures fromthe General Fund are proposed at $511 million, an 
increase of $25;5 million, or 5;2 percent, over estimated expenditures in 
the current year. The General Fund increase is lower than the increase 
,in all funds due to the anticipated receipt. of: $5 million in client fees and 
$28.8 million in federal funds resulting from enactment of proposed 
'legislation establishing fees for case management services. 

Expenditures from the Program Development Fund (PDF) are. pro
posed at $4.7 million. This is $600,000, or 12 percent, less than estimated 
expenditures in the current year. This reduction is due primarily to the 
anticipated expenditure of $500,000 for conversion of community care 
facilities to medical facilities in the current year. 

Table 3 displays the components of: regional. center .and community 
program development expenditures for the prior, current, and budget 
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years. Table 4 shows the changes to the budget for regional centers and 
community program development proposed in 1990-91. 

Table 3 
Department of Developmental Services 

Regional Centers and Community Program Development 
Expenditures and Funding Sources 

1988-89 through 1990-91 
(dollars in thousands) 

Actual Est. Prop. Change From 1989-90 
Expenditures 1988-89 1989-90 1fJ90..91 Amount Percent 
Regional centers 

Operations ............................... .. 
Purchase of service ....................... . 

Subtotals, regional centers ............. . 
Community program development 

Community placement ................... . 
Program development .................... . 

.. Cultural center ............................ . 
Subtotals, community program devel-

opment .............................. .. 
Subtotals ................................ . 

Supplemental Security Income/State Sup· 
plement;rry Program (SSI/SSP) reim-
bursements ............................ .. 
Totals ................................... . 

Funding Sources 
General Fund 

Regional centers .. ........................ . 
SSpb ....................................... . 

Program Development Fund 
Parental fees ............ : ... .............. . 
Federal reimbursements .................. . 

Federal funds (SSI) b ....................... . 

Reimbursements ............................. . 

$126,680 
333,329 

($460,009) 

($5,861) • 
3,548 

146 

($3,694) 
$463,703 

122,690 
$586,393 

$457,444 
67,725 

4,474 
1,739 

54,965 
46 

$147,347 $159,926 $12,579 
370,172 416,976 46,804 

($517,519) ($576,902) ($59,383) 

($5,825) • ($6,224) • ($399) 
2,622 2,010 -612 

146 146 

($2,768) ($2,156) (-$612) 
$520,287 $579,058 $58,771 

133,371 139,819 6,448 
$653,658 $718,877 $65,219 

$485,814 $511,264 $25,450 
73,221 74,524 1,303 

3,915 2,975 -940 
1,372 1,700 328 

60,150 65,295 5,145 
29,186 63,1l9 33,933 

• These amounts are incorporated in the regional center purchase-of-service budget. . 

8.5% 
12.6 

(11.5%) 

(6.8%) 
-23.3 

(-22.1%) 
11.3% 

4.8 
10.0% 

5.2% 
1.8 

-24.0 
23.9 
8.6 

116.3 

b Assumes funding split of 55 percent General Fund/45 percent federal funds in 1988-89 and 1989-90, and 
53 percent to 47 percent in 1990-91. 
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DEPARTM.ENT OF DEVELOPMENTAL SERVICE$-Continued 
Table 4 

Department of Developmental Services 
Regional Centers and Community Development Programs 

Proposed 1990-91 Budge1 Changes 
(dollars in thousands) 

1989-90 expenditures (Budget Act) ........ . 
Adjustments, 1989-90: 

Reappropriation for intermediate care 
facilities for the developmentally 
disabled-nursing (ICFIDO-Ns) ...... .. 

Board of Control claim ................. .. 
Home- and community-based waiver ... . 
Compensatory education .......... ; ..... . 
Increased allocation from state council .. 
Revision to Alternative Residential 

Model (ARM) schedule .............. .. 
Revisions in caseload and cost estimates'. 
Implementation of Sherry S. hearings ... . 

19~-90 expenditures (revised) ............ . 
BaSeline adjustments, 1990-91: 

Program service standards, Ch 1396/89 .. 
Back out reappropriation ................ . 
Home- and community-based services .. . 
Nursing home reform .................... . 
Full-year effect of 1989-90 employee. 

compensation increases ................ . 
Revision to. ARM schedule .............. .. 

CO$eload, utilization, and cost changes: 
Purchase of service .. .-.................. .. 
Operations ........................... ' ..... . 
ARM expansion .......................... .. 
Increase in allocation from state council. 
OElcrease in parental fees ................ . 
Community placement .................. . 
Other ..................................... . 

Proposed program changes: 
Targeted case management reimburse-

ments ................................... . 
Regional center fees .................... .. 
ARM rate increase: geographic differen-

tial ...................................... . 
ARM rate increase: wage rate differen-

tial ...................................... . 
Moving vendor types between catego-

General 
Fund 

$498,107 

-5 
-3,047 

-1,494 
-8,295 

548 
$485,814 

2,131 

470 
-259 

2,319 
2,450 

16,015 
5,559 

15,439 

8,523 
716 

-28,800 
-5,000 

1,603 

1,209 

ries ...................................... -940 
Implementation of Sherry S. hearings. . . . 1,563 
Compensatory education ................ . 

Program Development 
Fund 

Parental Federal 
Fees Funds 

$3,415 $1,364 

500 

8 

$3,915 $1,372 

-500 

328 
-440 

Medj-Cal 
and 

Other 
Reim-

bursements 
$26,094 

-' 

3,047 
45 

$29,186 

-470 
-773 

28,800 
5,000 

1,376 

All 
funds 

$528,980 

500 
-5 

45 
8 

-1,494 
-8,295 

548 
$520,287 

2,131 
-500 

-1,032 

2,319 
2,450 

16,015 
5,559 

15,439 
328 

-440 
8,523 

716 

1,603 

1,209 

-940 
1,563 
1,376 
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1990-91 employee compensation in· '< 
2,452 -- -- 2,452 crease .... <. <. < .. < ..................... . 

1990-91 expenditures. (proposed) .' ........ . 
Change from 1989-90 (re~sed): 

$511,264 $2,975 $1,700 $63,119 $579,098 

Amount ................................. . $25,450 --'$940 $328 $33,933 $58,771 
Percent ................................. . 52% -24.0% 23<9% 116<3% 11.3% 

Regional Center Estimate Package Much Improved 

, The department has done an excelleht job in complying with the 
Legislature's request to revise the format of the regional cffflter budge.t 
proposal. " 

Pursuant to language in the Supplemental. Report oj the 1989 Budget 
Act, the department has revised the forma~ for its regional center funding 
request. Our review of the request. for 1990-91 4l,dicates that the 
department h:;ls done an excelle,nt job in (1) identifying and explaining 
budget requests originating. from, caseload anq policy changes and (2) 
providing backup information on its budget assumptions and estimating 
methogology. To do this, the department has created a new estimating 
section. This section deserves commendation for the highly professional 
work it has done in building and formatting the regional center caseload 
request. 

Regional Center Case load , 

The 'department estimates that the midyear regional, center caseload in 
1990-91 will be 102,531, an increase of 5,040, or 5.2 percent, above the 
estimated current-year level. As Taple 5 displays, the department esti
mates that the residentiaJ. care caseload will increase by 508 clients, 'or 2.7 
percent, above the estimated curreIlt-year level. 

Table 5 
Regional ,Centers' Midyear Caseload 

.1984-85 through 1990-91 

1984-85 ....................................... . 
1985-86 ......................... : ............. . 
1986-87 ......................... ; ............. . 
1987-88 .......... ; ................ ; ....... <. ' ... . 
1988-89 ...................... ' ................. . 
1989-90 (estimated) ......................... . 
1990-91 (proposed).; ..... ; ............... : .. . 

Total 
Clients 
74,184 
77m5 
83,135 
88,547 
92,316 
97,491 

102,531 

Percent 
Change 

15:1% 
6.6 
6.5 
4.3 
5.6 
5.2 

Regional Center Budget Likely to be Underfunded 

Residential 
Care Clients 

16,469 
16,760 
17,293 
17,828 
18,085 
18,645 

'19,153 

Percent 
Change 

1.8% 
3.2 
3.1 
1.4 

< 3.1 
2.7 

The regional center budget is likely to be underfunded due to 
problems in estimating current-year expenditures. The department will 
be addressing these problems. in #s May revision. ' , 

The budget reflects savings of $15.2 million from the General Fund in 
the regional center budget during the current year. ,The budget proposes 
to reappropriate $10.7 million of these funds for use during 1990-91. The 
budget identifies $4.5 million as a reversion to the General Fund. 
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DEPARTMENT OF DEVELOPMENTAL SERVICES-Continued 
The department indicates that $8.3 million of the $15.2 million in 

savings is due to revisions in its estimates of regional center caseload and 
costs. The department estimates that the community caseload will be 
90,353 in the current year. This is a reduction of 1,541 Clients below the 
community caseload figures used as the basis for this 1989 Budget Act. 
The $8.3 million in savings consists of $1.8 million in regional center 
operations related to the reduction in caseload and $6.5 million in 
expenditures for client services due to the caseload changes and changes 
in the department's estimating methodology. 

The remaining reasons for the savings are as follows: 
• Federal reimbursements for services provided through the depart

ment's home- and community-based services program will be $3 
million higher than anticipated. 

• There is an additional $3 million available from Ch 85/87 (SB 1513, 
Craven) because the department's accounting section failed to 
charge some 1988-89 Alternative Residential Model (ARM) imple
mentation costs against this appropriation. The budget shows these 
funds reverting to the· General Fund. 

• There will be savings of $1.5 million due to delaying expansion of the 
ARM to Lanterman Regional Center from the current year to the 
budget year. .. 

These savings are offset by additional costs of $548,000 for implemen-
tation of Sherry S. hearings. . 

ReVised Methodology for Estimating Caseload. The department's 
revised current-year caseload estimate is based on a new methodology 
involving examination of caseload trends over a three-year period ending 
June 1989, using data submitted weekly by regional centers. Previously, 
the department developed estimates of caseload growth using past 
budgeted growth for each regional center, not actual growth. These 
estimates were modified based on negotiations with regional centers. The 
department has changed its estimating process because it was not based 
on historical growth trends. 

Current-Year Savings May Not Materialize. Our analysis indicates 
that actual current-year costs may be more than the amount assumed in 
the budget. This is because the data used to develop per-client costs for 
day programs do not reflect recent and anticipated rate increases granted 
under a recent court ruling. In faCt, regional centers project that they will 
spend approximately $4.3 million more than provided by the 1989 Budget 
Act. The projected deficiency is due to the day program rat~ increases 
and increased expenditures for out-of-home care and other services. The 
department has not reconciled the deficiency projected by regional 
centers with the figures contained in the budget. . 

The department reports that it is currently reexamining the method
ology and data used to develop the current-year regional center caseload 
and expenditure estimate. 

Effect on Budget for 1990-91. These problems with the current-year 
savings estimate mean that the 1990-91 budget is likely to be under-
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funded. Revisions in the current-year savings estimate affect the 1990-91 
budget in two ways. First, any adjustments the department makes in 
caseload and costs are likely to affect both years. Second, reduction of the 
projected savings may jeopardize availability of funds for reappropria
tion, thereby requiring a larger Budg~t Act appropriation. The depart
ment indicates that it intends to issue revised estimates in May. 

Alternative Residential Model (ARM) 
We withhold recommendation on the $2.8 million from the General 

Fund proposed for ARM geographic and wage rate adjustments, 
pending submission o/a report upon which the proposed rates are 
based. . 

The budget requests a Genenil Fund augmentation of $20.7 million for 
expenditures under the ARM rate-setting system. Of this augmentation, 
$17.9 million is related to expansion of the ARM in order to meet the 
statutory implementation deadline ofJanuary 1, 199i. The remaining $~.8 
million is for rate increases. The rate increase amount consists of (1) $1.6 
million for adding a geographic rate differential to levels II, III, and IV 
proViders and (2) $1.2 million to provide a wage rate differential to level 
III providers. <, 

chapter 85, Statutes of 1985 (SB 1513, Craven), which established the 
ARM, requires the department to report annually to the Legislature, by 
March 1, on the sufficiency of ARM rates. Chapter 85 also specifies th,at 
rates paid by the department shall reflect differences in (1) wages paid 
care-giving staff and (2) geographic location of the prOvider. The 
department contracted for a study to assist it in complying with these 
requirements .. The department states that the contractor's report is 
undergoing the administration's review and anticipates submitting it to 
the Legislature by March 1, as required. . 

Prior to receiving the report, we have no basis for assessing the 
reasonableness .of the proposed . rate augmentations. Accordingly; we 
withhold recommendation on the rate increase funds pending receipt of 
the department's report. 

Red-Circling Policy Applied Inconsistently 

The department is unable to justify why it proposes applying 
different red-circle policies to different groups of residential . care 
providers. . 

The budget proposes to discontinue on January 1, 1991 its policy of 
"red-circling" residential care providers who otherwise would receive 
rate reductions upon their conversion to the ARM. However, it proposes 
to continue this policy for residential care providers who otherwise would 
receive rate reductions as a result of implementing a proposed .geo
graphic rate differential; 

Red-circling ensures that individual providers do. not experience rate 
reductions upon conversion to the ARM. Under the red-circling policy, 
providers whose ARM rates are lower than their existing rates when they 
convert to the ARM continue to receive their existing rates until the ARM 

24-80282 
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DEPARTMENT OF DEVELOPMENTAL SERVICES-Continued 
rate is equal to, or more than, the existing rate. The department has 
red-circled providers converting to the ARM throughout the implemen
tation of the ARM. 

The budget proposes to end this red-circle policy on January 1, 1991, 
when the last providers will convert to the ARM. The department reports 
that to continue red-circling providers for the remainder of the budget 
year would require an additional $1.4 million from the General Fund. 

However, the department proposes to red-circle ARM providers who 
otherwise would receive rate redu.ctions as a result of implementing the 
geographic rate differential proposed for 1990-91. Under the depart
ment's proposal', p~oviders would receive a rate increase if they operate 
in high-cost areas but would not receive a rate decrease if they operate in 
lower~cost areas. At th,e time we prepared this analysis, the. department 
was unable to provide informatiQn regarding the cost of this policy during 
1990~91. . 

The department justifies red-circling for providers affected by the 
geographic. rate differential on the basis that red-circling is needed to 
stabilize rates in the residential care system. It states that reducing rates 
might cause some providers to close. However, this samlOllogic applies to 
providers' converting to the ARM. The department was.Unable to supply 
justification for applying different red-Circling policies to different groups 
of residential care providers. . 

Technical Adjustment Required 

We recommend deleting $200,000 from the amount contained in the 
budget for a. quality assurance study to correct a technical budgeting 
error (Item 4300-101-001). . 

The 1989 Budget Act contains $200,000 for a one-time survey of regional 
centers and r~sidential care providers related to quality assurance 
standards. The .department iridicates that the study is almost completed. 
However, the department neglected to subtract these funds from its 
budget while constructing the 1990-91 budget. Because the $200,000 is a 
one-time expenditure, we recommend that the Legislature . delete 
$200,000 from the 1990-91 budget. 

SSI/SSP Cost:'of-Living Adjustment (COLA) 

The. budget assumes passage of legislation waiving COLAs for the 
SSIISSP Program in 1990-91. 

Current law requires that the SSI/SSP Program receive a COLA equal 
to the annual increase in the California Necessities Index (CNI). The 
Commission on State Finance estimates the CNl increase to be 4.6 
percent. The department indicates that providing a 4.6 percent COLA 
for the SSII SSP Program would allow a General Fund reduction in the 
regional center budget of $3.2 million. This is because residential care 
services in the regional center budget are partially' funded by SSI/ SSP 
payments. .. 
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Targeted Case Management Revisited 

To assure full funding' of the regional centers in the event that the 
department is unsuccessful in obtaining' legislation to establish fees for 
regional center services, or the federal government continues to deny 
reimbursement for case management sef'Vices, we recommend that the 
Legislature (1) add $33.8 million (General Fund) to the regional 
centers (Item 4300-101-(01) and the same amount to General Fund 
'revenues and (2) schedule $9.1 million/rom the department's support 
budget (Item 4300-001-(01) in a separate item with Budget Bill lan
guage specifying cond#ions for release of the funds. 

The budget proposes a General Fund reduction of $33.8 million 
resulting from establishing fees for regional center services. The depart
ment is'proposing legislation to authorize these fees. The reduction 
would be offset by new reimbursements of (1) $5 million from fees and 
(2) $28.8 million'in federal funds. The federal funds would become 
available because establishing these fees would enable the state to claim 
federal funds through the Medi-Cal Program for case management 
services. 

Background. Chapters 1384 and 1385,Statutes of1987 (SB 375, Watson 
and AB 1371, Bronzan), established case management services provided 
to persons with; developmental disabilities as a Medi-Cal benefit, contin
gent upon federal approval. The 1988-89 budget, as proposed by the 
Governor, assumed that (1) the federal 'government would approve the 
department's plan for billing Meai-Cal for case management (known as 
targeted case management) services provided by regional centers and 
(2) regional centers would receive $27.2 million in federal Medi-Cal 
reimbursements based on these billings. The 1989-90 budget, as proposed 
by the Governor, made siriiilar assumptions. It assumed that the regional 
centers would receive $28.8 million in Medi-Cal reimbursements for case 
management seryices. ' 

During deliberations on both the 1988-89 and 1989-90 budgets, the 
Legislature was concerned that regional centers would be underfunded 
in the event that the federal government did not approve' the proposal. 
In order to ensure that the regional centers received full funding, the 
Legislature (1) scheduled approximately one-third of the department's 
support budget in a separate item and (2) adopted Budget Bill language 
specifying that the department could not spend these funds until (a) it 
received federal approval of its targeted case management proposal or 
(b) the Department of Firiance notified the Legislature that it had 
restored' funds to the regional center budget. In the 1989-90 budget, the 
Legislature also augmented the budget to restore the funds. ' 

The department has 'not·' yet received federal approval for billing 
Medi-Cal or regional center case management services and does not 
anticipate receiving federal,app:roval in the current year. As a result, the 
regional centers have 'been fully funded from'the General Fund' - in 
1988-89 through a deficiency bill and in 1989"90 through the budget 
augmentation. 
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DEPARTMENT OF DEVELOPMENTAL SERVICES-Continued 
According to the department, the only barrier to federal approval for 

billing Medi-Cal is that statute specifies that regional center case 
management serVices are free. Federal law does not' require federal 
reimbursement for services that are free. ' 

Budget Reduction of$33.8 Million Tied to Passage of Legislatio.n.The 
budget proposal assumes passage of legislation enacting fees for regional 
center services and implemeritation of the fees byJuly 1, 1990. As a result 
of implementing these fees, the department, projects it will receive $5 
million in fees' and $28.8 million in federal reimbursements. 

Our review .indicates that the final decision on the department's 
legislative proposal may not occur until after work on the budget is 
completed. Consequently, the, Legislature is faced with the same di
lemma it faced in constructing the budget during the past two years: how 
to reflect these funds in the budget, while, aUhe same time, assuring that 
regional centers will have enough funds to continue operating their 
programs if the legislation is not enacted or federal funding is delayed. 

In order to resolve this dilemma, we recommend that the Legislature 
take a similar approach in the 1990 Budget Bill that it took in the 1989-90 
bU<lg~t to, assure full funding of the regional centers. Specifically, we 
recommend that the Legislature (1) add $33.8 million to the regional 
centers item (Item 4300-101-001) and the same amount to General Fund 
revenues and (2) schedule, $~.1 million from the department's support 
budget ina separate item, vvith Buqget Bill language specifying that 
funds may be released if the ,Department of Finance notifies the 
Legislature that (a) the department has implemented its fee proposal 
and has received written assurance from the federal government of its 
intent to pay for targeted case management, services provided by 
regional centers; (b) it has approved creation of a deficiency in the 
regional center budget to restore the funds, or (c) the funds are 
scheduled as revenues rather than reimbursements. The Budget Bill 
language would be identical to language in the 1989 Budget Act. ' 

The $9.1 million amount in a separate item is 39 percent of. the 
department's suppo:d budget. We derived this percentage by calculating 
the proportion of 'the regional center operations budget that would not 
be funded, if the department fails to receive approval of its legislative 
proposal OJ;", federal agreement to pay for targeted case mariagem!'lnt 
services provided byr~gional centers. " , 

Possible Expansion of Home-and Community-Based Services 

We rec~mmend that the department submit to the jiscaicommitt(!es, 
by April 1, 1990, (1) information on the status of the department's 
request for a renewal of its existing federal waiver, (2) a schedule and 
work plan for requesting that the federal government increase the 
present limit on the number oj participants, and (3) an estimate of 
regional center costs required to enroll and monitor additional clients. ,.-

The 1990-91 budget proposes federal reimbursements of $24.2 million 
associated with the department's home- and community-based services 
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program. This reflects a decrease of $470,000, or 1.9 percent, below 
estimated current-year reimbursements. The reduction in reimburse
ments is due to a federal decision not to pay for case management 
services under the waiver program. 

i Background. In the Omnibus Budget Reconciliation Act of 1981, 
Congress authorized states to seek waivers of certain Medicaid .rules in 
order to provide a broad array of home- and community-based services to 
persons who, without these services, would require the level. of care 
provided in a skilled nursing facility or intermeqiate care facility. 
Participating states must provide. the federal government with several 
assurances, including that the estimated average per capita expenditure 
for all services proyided under the waiver would not exceed services 
prqvided individuals- without the w8.iver. The federal government ini
tially . grants waiVers for three years, and extends them for fiye-year 
periods, at the state's request, unle.ss it determmes that the state has failed 
to provide the assurances required. 

The federal govet:nment' approved the department's request to pro
vide home- and comrmmity-based services to persons with developmen
tal disabilities in 1982. The department sought, and was granted, renewals 
covering the period through September 1988. Since September 1988, the 
department has been negotiating a five-year renewal of the waiver with 
the federal government. It has been opet:ating under a. series of 90-day 
extensions since o.ctober 1988. The latest 90-day extension expires on 
March 8, 1990. . 

The department reports that the federal government's main objection 
to the state's waiver proposal centers on an issue known as ~'factoring." 
Federal law prohibits "factoring payments to providers"; inother words, 
it requires direct payment to the service provider by the state agency 
administering the Medicaid' Program (the Department oLHealth Ser
vices in California). Currently, the regional centers reimburse the 
providers. Federal legislation .. or a change in California's system of 
operation are the only tw,o solutions to this problem. The department 
reports it is pursuing both Qptions.. . . ; 

Budget Assumes Program· Will Continue. The budget reflects the 
assumption that regional centers will continue to receive federal reim
bursetnents under the waiver. In fact, the federal government may not 
continue granting extensions to the department's present waiver absent 
any change in the existing payment system or in federal law. Approxi
mately $8.2 million in reimbursements are at stake. If regional centers do 
not receive these funds, they will require a General Furid augmentation 
of the same amount. We recommend the department report to the fiscal 
committees on the status of its waiver extension request. 

Budget Assumes Program Will Serve 3,360 Clients. The budget is 
based on continuing to serve 3,360 clients under the waiver program. This 
is the maximum number of clients allowed under the current agreement 
with' the federal government. Our review indicates that the state' could 
obtain additional federal funding if it secures federal agreement to raise 
the cap on the number of clients served. 
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DEPARTMENT OF DEVELOPMENTAL SERVICE$-Contlnued 
The department estimates that there are currently an additional 18,000 

regi()rial center clients who meet the eligibility criteria for the waiver 
program. The department also reports that due· to a variety of factors, 
roughly one-half of those eligible actually obtain services under' the 
waiver. Based on 9,000 additional clients bringing in the same level of 
reimbursements ...... $7,200 annually -as existing waiver participants, we 
estimate that regional centers could obtain an additional $65 million in 
federal reimbursements each year: ' 

The department indicates' that it plans to request the federal govern
ment to raise the cap on the number of clients the regional centers can 
serve under the waiver when --, the federal government· approves the 
existing request for an extension. However, the department reports that 
it has not yet determined (1) by what amount it will propose to raise the 
cap, (2) the amount of staff regional centers will require related to this 
change, and (3) how soon after the federal government renews the 
department's existing plan it will request that the cap be raised. 

In view of the significant saVings potenti~yayailllble to the General 
Fund from increased waiver reimbursements, it isimportimt that the 
department is ready to submit its request for an increase in the cap ~s 
soon as the extension request is granted. Accordingly, we recommend 
that the department submit to the fiscal committees by Aprill, 1990 (I) 
the status of the department's'request for a renewal of its existing waiver, 
(2) a schedule and work plan for requesting that the federal government 
increase the present limit on the number of participants, and (3) an 
estimate of regional center 'costs required to ;enroll ,and monitor addi
tional clients. 

Proposed Budget Bill Language Requires Detailed Information From 
Regional Centers 

The Budget Bill proposes language requiring detailed information from 
regional centers regarding their· staffing and caseload. Specifically, the 
proposed language requires regional centers to submit -information by 
October 15, 1990 on: 

• The number of positions established and filled and the salary and 
benefits staff receive. , " ' , 

, • Outside employment or educational activities affecting certain ,re-
gional center staff. ' , 

• How the cost-of-liviitg adjustment provided in the current year was 
distributed among regional ce]1ter staff. , 

• Minimum hiring qualifications for specified positions. '. 
• The ratio of certain types of clients to client program coordinators. 
• The number of persons applying for, and receiving, regional center 

services. " 
• The number of clients receiving services generically available in the 

community. 
• Activities related to program development. 
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• Number of clients; where the person, his or her family, or the 
conservator acts as the coordinator for the client's Individual Pro
gram Plan. 

• The number of residential and day programs that have closed or are 
no longer serving regional center clients. 

• The nurp.ber of clients referred to, accepted by, and placed out of the 
state developmental centers. 

Currently, regional centers receive funds sufficient to support the 
number and type of positions the department considers necessary to 
provide regional center services, based on the client population. Regional 
centers may spend these funds however they choose, and need not report 
this information to the department.' 

The department reports that receiving the information required by the 
language would assist it in (1) justifying budget augmentations requested 
for the regiohal centers and (2) responding to requests from the 
Department of Finance,the Legislature, and members of the public. The 
department indicates that when it ,receives requests for this information 
currently,. it niust rely on voluntary compliance of the regional centers. 

The deparbnent reports that regional centers will not .incur additional 
workload related to obtaining and :submitting the information required, 
for two;reasons. First, the department indicates, that several regional 
centers collect:this type of information currently in order to effectively 
manage their programs and budgets. Second, the department reports 
that it will eliminate other information currently required of the regional 
centers in order to ensure that they incur no net costs associated with 
compliance. ' 

Our analysis indicates thatobtaiIiing some of the information required 
by the proposed language would' assist iil the analysis of budget and 
legislative proposals related to the regional centers.' For example, know
ing how the regional centers actually use the personal services funds 
allocated to them would enable an assessnient of the reasonableness of 
the stl!ffWg :formula u'sedby the department for budgeting purposes. 

Community Program Developmfitnt 

The b1)dget 'proposes expenditures of $8.4 million for community 
program developnlEmt f;rom various funds. Table 6 displays the programs 
that· would be funded with. the $8.4 million. 

Intermediate Care Facilities for the Developmentally Disabled-Nursing 
(ICF/DD':Ns) , 

, We recomm~d that.the Legislature reappropriate the unencumbered 
balance 0/ a $500,000 appropriation from the Program Development 
Fu""dfor development, of ICF IDD-Ns. (Reappropriate the unencum
beredbalance offunds available in Item 4300-490(i) o/the 1989 Budget 
Act.}' " 
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Table 6 

Department of Developmental Services 
Community, Pr~gram Development 

1990-91 
(in thousands) 

Program Development 
Fund" 

Federal 
, Parental Reim-

Item 4300 

Program 
General 
Fund Fees bursements ' 

All 
Fund8 

,$1,700 
310 ' 

6,224 a 

146 

State council projects ........................... . 
Department projects .. ' ......... ;, ............... . 
Place clients froin developmental centers ..... . 
Cultural center ................................. .. 

Totals .... : ................................... . 

$3,559 a 

146 
$3,705 

a These amounts are reflected in the regional center budget. 

$1,700, 
$310 

'2,665 a 

$2,975 $1,700 " , $8;380 

"The budget "reflects' expenditures of $500;000 from the Program 
Development Furid in the current year to assist community care facilities 
(CCFs) ill converting to licensure as ICF/DD-Ns; These funds were 
originally appropriated in the 1986 Budget Act and have been reappro
priated in several subsequent Budget Acts. 

Chapter 1496; Statutes of 1985 (SB"851,Craven), directed the Depart~ 
ment of Health Services {DHS) ,working jointly with the DDS, to 
develop licensing and Medi-Cal regulations for a new health facility 
known as ICF/DD-N. ICF/DD~Ns are residential facilities that provide 
nursing supervision and intermittent health care services for medically 
fragile persons. The development of this category is intended to assistthe 
d~partment in meeting its goal of placing state developmental center 
(~DC) clients into the community. " 

The Office of Administrative Law has recently approved the Medi-Cal 
regulations relating to the facilitie~,. However, it rejected the licensure 
regulations oil, what the DDS indicates are nonsubstantiye reasons. The 
DHS,will again adopt these regulations under its authority to promulgate 
emergency regulations, pending the resubmission of final regulations to 
the office.. 

The department has spent approximately $50,000 assisting three CCFs 
in converting to ICF/DD~Ns. It doubts it will fully spend the remaining 
$450;000 during the current year. The department also reports that 15 of 
the 18 ICF/DD-Ns in existence were not conversions but new programs 
beginning operation as ICF /DD-Ns. ,.', , 

We do not belieye that it makes any sense to reappropriate these funds 
again for converting CCFs to ICF/DD-N licensure. The Legislature has 
reappropriated $500,000 for this purpose for several years, and 'the 
department seems unable to spend it. ' 

The department agrees with our assessment that appropnating these 
funds for use on facility' conversions has not been effective; The depart
ment reports it could assist in the development of many more new 
ICF /DD-Ns - and place more SDC residents into the community - if it 
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was not limited to~sisting CCFs ~tl1 conversion. The· deparn:nent 
indicates that allowing the department to award funds to providers 
starting up as ICF/DD-Ns would greatly improve the department's 
ability to place more'SDC residents. 

We believe that assisting ~. the. development of new ICF/DD-Ns is 
important for successful placement 'of SDC residents into the community. 
Accqrdingly, we reconimend that the Legislature reappropriate the 
unencumbered balance ,of the $500,000 appropriation from the Program 
Development'·Fund for assistance to providers developing ICF/DD-Ns. 

3. STATE DEVELOPMENTAL CENTERS 

The budget proposes eXpenditures· of $56,0.3 million (all funds) for 
programs to serve state developmental center (SDC) clients in 19,90~91. 
This is an increase of $20.3 million, or 3.8 percent, above estimated 
current-year ·expenditures. The' proposed General Fund appropriation 
for the SDCs is $49.5 million. This appropriation is $17.2 million, qr'53 
percent, above estimated current-year expenditures. The primary rea
sons for these increases are (1) the full-year effect of employee compen
sation increases granted in the current year and (2) a, proposal for 
additional funds to reduce the salary savings rate from 7.4 percent to 4.9 
percent. 

The. budget' reflects·an average population of 6,746, developmentally 
disabled clients in 1990-91 for the SDCs. This is the same as the average 
population estimated for the current year. The average cost per client in 
1990-91 is $76,000, an increase of $2,400, or 3.3 percent, above the cost per 
client in the currenfyear.The budget proposes 10,046.9 personnel-years 
for developmental services programs at the SDCs in the budget year. 
This is 238.5, or 2.4 percent, more than the personnel-years budgeted in 
the current year. 

Table 7 displays expenditures, funding sources, population, personnel
years; and the cost per client for developmental services programs at the 
SDCs. Table 8 shows the changes to the current-year btidget proposedfor 
1990.;91. ' 

~evelopmental Center Population and Medi-Cal Reimbursements 

·We recommend that in its May revision, the department incorPorate 
the Medi-Cal cost-ol-living adjustment (COLA) estimate for long-term 
care assumed by the Department of Health Services· in the Medi-Cal 
May revision. 

The budget proposes an increase of $3.1 million (General Fund) due to 
anticipated changes inSDC client characteristics. The budget proposal Is 
based on a population of 6,746 at the end of the, current y~ar. This is 116 
clients above the 6,630 clients used as the basis for the 1989 Budget Act. 
The budget proposal estimates no change in the SDC population during 
1990-91. . 



608 / HEALTH AND WELFARE 

DEPARTMENT OF DEVELOPMENTAL SERVICES-Continued 

Expenditures 

Table 7 
Department of DeveiopmentalServices 

Developmental Centers BudgetSul)"lmary 
1988-89 through 1990-91 
(dollars in thousands) 

Actual Est. '. 
1988-89 1989-9(X 

Prop. 
1990-91 

Developmental services programs ............... $444,806 $495,773 $512,112 
Mental health programs ........................ ~ 42,226, 44,207 48,138 

Totals ..........................•............. $487,032 $539,980 $560,250 
Funding Sources 
General Fund .................................... $34,610 $32,329 ' 
Special Account for Capital Outlay ............. 4,000 
Federal funds ......... , ........................ : . 759 856 
Lottery Education Fund .................... , .... 1,lOB 
Mental health reimbursements .................. '. 42,226 44,207 
Medi-Cal reimbursements ........................ '409,437 452,625 
Other reimbursements ........................... ...,.. 4,855 

Developmental services programs 
Average developmentally disabled popula; 

tion ........................................... 6,714 6,746 
Personnel-years ................................ 9,716.1 9,808.4 
Cost per client (actual dollars) ................ $66,251 $73,491 

Table 8 
Department of Developmental Services . 

,Programs for the ,Developmentally Disabled 
Proposed 1990-91 Budget Changes 

(dollars in thousands)' 

1989-90 expenditures (Budget Act) .... ,., ..... . 
Baseline adjustments, 1989-90: 

Retirement adjustment. ...................... . 
Employee compensation ..................... . 
Population adjustment ........................ . 
Board of Control. ............................. . 
Implementation of Sherry S. hearings ....... . 
Cost reporting system; ........ : . :, ........... . 
Salary savings reduction ...................... . 
Transfer to the Department of Mental 

Health ....................................... . 
Additional Medi-Cal reimbursements ........ . 
Lottery education funds .......... ' ............ . 

1989-90 expenditures (revised) .......... , ...... . 
Baseline adjustments, 1990-91: 

Full-year effect of 1989-90 population 
changes ..................................... . 

Full-year effect of 1989-90 employee com-
pensation increases ......................... . 

General 
Fund 
$31,440 

-681 
12,376 
3,639 
-77 
529 
550 

2,640 

2,628' 
-20,715 

$32,329. 

-347 

8,378 

Medi-Cal 
Reimburse
,men~ 
$431,910 

20,715 

$452,625 

$49,492, 

Q56 
907 

48,138 
:456,006 

4,851 

6,746 
10,046.9 
$75,913 

Other 
$56,709 

"::'65 
1,262 

",~ ~ 

.. ,-

-2,628 " 
-

-252 
$55,026 

-124 

814 

Item 4300 

Percent 
Change 
From 

1988--89 
3.3% 
8.9 
3.8% 

53.1% 
-100.0 

-18.1 
8.9 
0.7 

...,.0.1 

2.4% 
3.3 

All 
Funds 

$520,059 

-746 
13,638 
3,639 
-77 
529 
550 

2,640 

-
-252 

$539,980 

'-471. 

9,192 
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Lottery education fun~ ..................... .. 
Board of Control ....... ~ ...................... . 
Janitorial contract .................. ; .....•........ 
Career Opportunity. Development Program 

77 
136 

adjustment ..... ' ... , .. .. .. . .. .. .. . .. .. .. . .. .. . .-132 
Special Account for Capital Outlay .......... . 
Transfer from the Department of Health 

Services ...... ; ........... ,:..................... 10,823 
Cost reporting system ..... ,. . • . ... . . •. . . . . . . . . -550 
Back out transfer to the Department of 

. Mental Health ........... .' ......... :. ; .. .. .. . -2,628 
Caseload and cost adjush1Jents: 

Developmentally disabled population. . . . . . . . . 3,146 
Additional Medi·Cal reimbursements......... -14,203 
Mentally disabled population ................. . 

. Coverage factor ....... ~." , . , .................. . 
Salary savings rate reduction ................ .. 

Program change proposals: 
Implementation 'ofSherryS. hearings ...... .. 
Client education ............................. .. 

1990-91 expenditures (proposed) .... i ......... .. 

2,664 
7,681 

-123 
2,241 

$49,492 

-201 

-4,000 

-10,823 

2,628 

14,203 
-374 

984 

$456,005 $54,753 

-201 
.77 

136 

-132 
-4,000 

-550 

3,146 

-374 
2,664 
8,665 

-123 
2,241 

$560,250 
Change from 1989·90 (revised): . 

i\mount .................................... :... $17,163 $3,380 -$273 $20,270 
Percent......................................... 53.1 % 0.7% -0.5% 3 .. 8% 

The department reports that the increase in population during the 
current year is due primarily to unanticipated closures in community 
facilities. The budget proposal assumes that closures of community 
facilities Will have no net effect on the SOC population in 1990-91. Our 
analysis hidicates thahmanticipated closures of COmniunity fa:bilities may 
increase the 1990-91 SOC popUlation just as they did the current"year 
population. . . . 

The department indicates that it will update these population estimates 
in May .. " . 

Budget Fails to Reflect Medi-Cal COLAs. The department's budget 
request assumes there will be no Medi-Cal rate increases for long-term 
care in the budget. Although the administration proposes waiving 
statutory COLAs in other programs, it is likely that the long-term care 
CQLAs will be provided due to requirements in federal law. The amount 
dfthe COLA will be determined in the spring based on cost studies. The 
department estimates that each 1 percent Medi-CalCOLA provided to 
long-term care facilities' would offset $4.4 million in proposed General 
Fund support. 

In our analysis of the Medi~CalProgram's budget (please see Item 
4260), we recommend thattheOepartment ()fHealthServices incorpo
rate its projection of long-term care COLAs in its May revision of 
expenditures. Consistent with that recommendation, we recommend 
that the DDS incorporate the Medi-Cal estimate for long-term care 
COLAs in its May revision 6fexpenditures. 
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Budget Bill Proposes Authority to Spend Without. Legislative Review 

We recommend that the Legislature delete proposed Budget Bill 
language allowing for expenditure of excess Medi-Cal reimbursements 
without legislative review. (Delete Provision 4 of Item 4300-003-001.) 

The Budget Bill includes proposed new language authorizing the 
department to spend additional Medi-Cal reimbursements received due 
to an increase in SDC population for costs associated With the increase, 
upon approval of the Director of Finance. The effect of this language is 
to allow the department to spend funds without legishinve review. . 

Currently, expenditures of additional Medi-Cal reimbursements are 
subject to legislative review through the process established by Section 28 
of the 1989 Budget Act. Under Section 28, the Director of Finance must 
notify the Legislature 30 days before approving such expenditures; 

The proposed language would be justified if the reimbursement 
adjustments were entirely routine and lacked policy implications; This 
situation does not meet these criteria. For example, the Section 28 process 
allows for legislative scrutiny of the department's assumptions on (1) 
population trends, (2) the timing and amount of reimbursements, and 
(3) what expenditures are related to the anticipated increase in caseload. 
Accordingly, we recommend that the Legislature delete the proposed 
language: . 
Proposed Reduction in Salary Savings Will Not.Facilitat~ Certification 

The proposed augmentation to reduce the salarys.avingsrate will not 
fully address . problems with licensing, accreditation, q,nd certification 
at the SDCs. We recommend that the department submit to the fiscal 
committees before Aprild q, work plan for developing new staffing 
standards for the SDCs. . . , 

The budget proposes an augmentation of $8;7 million ($7.7 million 
General Fund) to . lower the, proposed salary savings rl;l,te for m<;>,st staff to 
4.9 percent. "Salary savings" is an amount deleted from the budget to 
reflect vacancies in authorized positions. 

The 1989 Budget Bill as passed by the Legislature included $6.8 million 
to lower the SDC salary savings rate from 7.2 percent to 5.7 perGent. Th~ 
Governor vetoed $2.7 million, leaving $4.1 million to lower the SDC salary 
savings rate to 6.3 percent. During the current year, (1) the department 
identified savings of $2.4 million that it used to lower its salary savings and 
(2) the administration submitted a Section 28 letter to the Legislature 
increasing the SDC budget by an additional $2.6 million. Together, these 
two actions lqwered the salary savings rate to 5 percent. 

The department reports that without addition.al funding, the salary 
savings rate for the SDCs would be 7.4 percent in 1990-91, primarily due 
to the need to hold additional position~ open in order to provide merit 
salary adjustments for staff. The budget proposal would lower the SDC 
salary savings rate to 4.9 percent - 3 percent at Stockton and 5 percent 
at the other centers. 

The department reports that it needs this additional funding in order 
to prevent (1) licensing violations and (2) the loss of certification for 
federal Medi-Cal funding and accreditation by the Accreditation Council 
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on Services for People with Developmental Disabilities (ACDD) . Losing 
certification would jeopardize approximately $170.4 million in federal 
funds that the state receives annually for intermediate care facility 
services provided by the SDCs. Losing accreditation is primarily a matter 
of professionalptestige., Currently, five of the seven SDCsare fu,lly 
accredited. However, the federal government tends to base its federal 
certification standards on the accreditation standard~used by the ACDD. 

Current Licensure; Certification, and Accreditation Problems.Olir 
review of various reports issued by the licensing, certifying, andaccred
iting agencies confirms that the SDCs have major operating problems 
that warraIit attention.' , 

With respect to licensing, our review of Departinent of Health Services 
(DHS) records indicates that the number of licensure violations at SDCs 
increased from 8 during 1987 to 30 during 1989; and 7 of the 30 citations 
issued by the DHS to the SDCs in 1989 were for class A violations; 
indicating that client injury or death was at issue. 

With respect to accreditation, one of the three centers reviewed during 
the last calendar year lost its accreditation; another received a "deferral." 
According to the ACDD, accreditation of the facility receiving a deferral 
will depend on strong improvement in its next survey. Of the four centers 
scheduled for review during the budget year, two are currently not fully 
accredited. Our review of ACDD reports indicates that protecting the 
civil rights of SDC clients, providing adequate staffing and active 
treatment, and ensuring facility cleanliness are areas targeted for im
provemen.t by the ACDD. 

With respect to certification, DHS staff recommended decertification 
for two SDCs during the current year. The DHS certification reports 
target the same areas for improvement as the accreditation reports. The 
problems encountered by the DDS in meeting certification requirements 
are likely to become more serious in the future for several reasons: 

• Federal certification regulations issued in 1989 require centers to 
provide continuous active treatment to clients in intermediate care 
wards. The DHS interprets ,this to mean that centers are required to 
provide 112 to 168 hours of active treatment per client per week. The 
DHS had interpreted previous federal regulations to require 56 hours 
of active treatment per client per week. Beginning in October 1990, 
similar requirements will apply to certain clients receiving care in 
skilled nursing wards. Any costs incurred for additional active 
treatment would be 59 percent federally funded through 'the Medi-
Cal, Program. . 

• The federal government, and not the DHS, will be reviewing SDCs 
for compliance with federal regulations beginning in, October 1990. 

Chart 1 shows the accreditation and certification status of each of the 
seven SDCs. 

Augmentations Will Not Solve the Problems at the SDCs. The 
Governor's Budget proposes additional funds for three of the four areas 
noted by the various reviewing agencies: (1) sllpervision and active 
treatment (the salary savings proposal), (2) stafftrruning (the coverage 
faCtor proposal), and (3) client rights (the Sherry S. proposal). (We 
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Chart 1 

State Developmental Center Accreditation Status Federal Certification Status 

Agnews: Deferred Certified 

Camarillo Accredited Certified 

Fairview Accredited Certified; but initially recom-. 
mended for decertification in 
last review 

Lanterman Accredited Certified 

Porterville Unaccredited Certified 

Sonoma Accredited Certified' 

Stockton Accredited Certifhad, but initiallyrecom-, 
mended for decertification in 
last review 

examine the fourth issue - janitorial· services - in the next section.) 
These proposals, in aggregate, will add roughly 170 new staff to direct
care staffing of roughly 4,600 on intermediate care wards. Our analysis 
indicates that the proposed augmentation for salary savings will not fully 
address the supervision and treatment problems' identified for two 
reasons. 

First, at most the department will use only $1.6 million of the $8.7 
million requested to.place additional staff on client wards. The depart
ment reports that the remaining $7.1, million will be used to provide 
required merit salary adjustments and associated benefit increases to 
staff. The department reports that the augmentation will enable it to fill 
only 16 additional positions. Taking into account the augmentation of $2.6 
million the department received pursuant to Section' 28 for a salary 
savings reduction in the current year, the department reports that it will 
be able to fill a total of only 40 new positions with these funds. 

Funding merit salary adjustments (MSAs) is justified;' these are costs 
that the department cannot avoid. In fact, our review· indicates that 
staffing problems at SDCs are, in part, due to the administration's policy 
of not recognizing the costs of MSAs in the budget over the last several 
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years. This policy has forced the SDCs to hold authorized positions open 
in order to fund these required adjustments. However, our analysis 
indicates that these 40 new positions - or 6 additional positions per 
center - will not be sufficient· to meet the overall staffing needs of the 
SDCs. 

Second, without updated staffing standards, the Legislature ha$ no 
basis for determining the amount of staff needed to address ACDD and 
certification standards. The standards last developed by the department 
are close to 12 years old and were developed prior to development of the 
current ACDDor federal requirements. The department reports that it 
is examining how to best update its standards but could not tell us (1) 
whether it would use state staff or an. outside contractor, (2) when the 
development of new standards would be initiated or completed, and (3) 
the costs associated with updating the staffing standards. 

We cannot adequately assess the number of new staff that would be 
required to enable the department to address adequately its accredita
tion and certification problems without updated staffing standards. We 
recommend that the department provide to the fiscal committees before 
April 1 a proposed· work plan for developing new staffing standards for 
the SDCs. The work plan should include a schedule and cost estimates. 
The staffing standards and cost estimates should specifically address the 
impact of new federal regulations regarding active treatment. 

Phase-In. of Additional Poiltlons for Staff Coverage 

We recommend a reduction of $666,fX)(). from the General Fund 
amount budgetf!d for coverage factor increases in order to more 
accurately reflect the timing of new staff hiring. (Reduce Item 4300-
003-001 by $666,()()().} 

The budget proposes an augmentation of$2.6 million from the General 
Fund for 127 positions in order to increase the "coverage factor" at the 
seven SDCs. The coverage factor is astaffing allowance that is intended 
to compensate for normal staff absences from work due to vacation, sick 
leave, and· other factors. The last coverage factor adjustment was in the 
current year, when the SDCs received funds to reflect changes in 
employment regulations, policies, and staffing patterns occurring since 
1983-84. 

The department reports that the augmentation proposed in the budget 
is necessary because actual training hours Significantly exceed the 
number of training hours assumed in the current-year coverage factor 
adjustment, which were based on licensing regulations. The department 
reports that increased staff turnover, greater client complexity, more 
stringent accreditation and certification standards, and new federal 
requirements require an additional 27.4 hours of training for direct-care 
staff (primarily nursing) above the 40 hours per year currently budgeted. 
This estimate includes targeted training for staff at centers scheduled for 
accreditation surveys. 

We believe that increasing the coverage factor is justified. Our analysis 
indicates that the increasing accreditation and certification standards 
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pose challenges to SDC personnel that increased training is likely to 
address. 

However, our analysis indicates that the department's timeline for 
filling these 127 positions is unrealistic because it assumes all additional 
positions can be filled by July 1. The department reports that it will begin 
working to fill the 'positions during the current year. We believe it is 
unlikely that it will be successful in filling all of the positions by July 1. We 
believe that it is more realistic to assume that on the average, the 127 
positions will be filled one quarter into the fiscal year, beginning October 
1, 1990. We recommend that the budget be reduced accordingly, by 
deleting $666,000 froin the General Fund. We note that one possible use 
for the funds identified is to further decrease the SDC salary savings rate. 

Problems Have Continued with the Janitorial Contractor 

The department has continued to experience problems with its 
janitorial contractor in the current year. Certification and accredita
tion surveyors have noted (1) unsanitary conditions and (2) direct
care staff inappr6priately performing janitoriatduties. It is too soon to 
teU whether the contractor's performance will improve under the new 
contract effective in January 1990. . ' 

The budget' proposes an augmentation of $136,000 from the General 
Fund to increase funding for the SDC janitorial contract. This brings the 
total budget for the janitorial contract to $10.8 million during 1990-91. The 
department reports that this augmentation is necessary due·to the State 
Personnel Board's requirement that the department increase the hourly 
wage' provided the contractor. ' 

Background. The department began contracting for janitorial services 
in 1986-87. Prior to this time, these services were provided by state staff. 
The department received . an augmentation of $1.5 million durjng the 
current year to support increased costs associated with a new contract 
effective January 1990. The department reported' that increasing the 
contract amount.was necessary in order to reduce the problems associ
ated with the previous contraCt. Specifically, the department reported 
that it was experiencing problems with c.ontractor performance in four of 
the seven SDCs because the contractor had' underbid when the contract 
was awarded .. 

In order to ensure adequate performance by the new contractor, the 
department advised the Legislature during. last year's budget hearings 
that it planned,to (1) award contracts in each of the seven centers rather 
than award one centralized contract; (2) withhold payments from 
contractors until problems were corrected; (3) reduce the termination 
period from 60 days to 30 days; (4) identify areas requiring extra attention 
from the contractor; and (5) require the winning bidder to provide 
evidence of experience, adequate employee training, and corpOrate 
management capability. 

Rather than continue contracting, the Legislature augmented the 
budget by $3.6 million over the department's request, to allow for 
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janitorial activities to be conducted by state employees. The Governor 
vetoed the funds added by the Legislature. 

Continued Problems in the Current Year. The department indicates 
that problems have continued with the existing contractor during the 
current year. Our review of accreditation and certification reports 
indicates that surveyors also believe. that the quality of housekeeping in 
the centers has continued to be a problem in the current year. Surveyors 
noted unsanitary conditions and direct-care staff inappropriately per
forming janitorial chores. 

Performance Under the Neio Contract. The department reports that 
each of the seven SDCs awarded' its janitorial contract to the same 
contractor with whom .the department has experienced so many prob
lems during the current and prior years. At the time this analysis was 
prepared, it was too soon to tell whether the contractor's performance 
has improved under the new contract. .Improved contractor performance 
is necessary in order to comply with certification and accreditation 
standards. 

Implementation Plan for Sherry S. Needs Work 

We withhold recommendation on the department's proposal for 
implementing Sherry S. We recommend that the department submit to 
the fiscal committees, by Aprill~ 1990~ a revised proposal that outlines 
and supports its assumptions related to judicial reviews and conserva
torships for SDC clients. 

The budget proposes 34.8 positions and $3.6 million from the General 
Fund to 'support regional center, department, and SDG participation in 
judicial proceedings required by recent court rulings. The budget reflects 
expenditures of $1.1 million in the current year for this purpose. 

Background. In its 1981 In re Hop decision, the California Supreme 
Court ruled that persons who are unable to provide informed consent 
regarding their placement in an SDCare entitled·.to judicial reviews 
regarding the need for, and appropriateness of, such placement. This 
decision affected placements under Welfare and Institutions Code Sec
tion 4825, which authorizes the placement of nonprotesting adults with 
developmental disabilities upon application by a regional center at the 
request of a parent o~ conservator. . 

Subsequent to the court's decision in 1981, counties began providing 
judicial reviews (<<Hop" reviews) for clients being admitted to SDCs who 
previously would have been admitted under Section 4825. In the absence 
of a statutory commitment scheme, counties adopted a variety of 
commitment procedures to provide ju~cial reviews for this population. 

In some counties,district attorneys have handled petitions for commit
ment. In other counties where the district attorney. has declined to seek 
commitments for developmentally disabled persons to SDCs due to the 
lack of explicit statutory authorization, regional centers have petitioned 
the court for admission of these clients. 

Counties generally have not held hearings for those admitted to the 
SDCs prior to 1981. Their actions have been consistent with the admin-
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istration's opinion that In re Hop did not require judicial reviews for SDC 
residents admitted prior to 1981. 

For a detailed analysis of the counties' response to In re Hop, and 
options and associated costs for implementing the decision, please see our 
1988 report Judicial Reviews of State Developmental Center Placements: 
Implementation of the In re Hop Decision (report #88-17). 

Two recent appellate court decisions - North Bay Regional Center v. 
Sherry S. and In re Violet C. - have held that (1) regional centers cannot 
petition the court for a client's commitment to an SDC and (2) a parent 
of an adult with a developmental disability who is unable to grant 
informed consent may not seek admission. to an SDC on behalf of. the 
client unless the parent is also the legal conservator . 

. Department's Proposal. According to the department, the two court 
cases effectively mandate that all clients unable to grant informed 
consent regarding their placement require both Hop reviews and legal 
conservatorships. The department estimates that 4,300 current SDC 
clients require a conservatorship and that 3,400 require a Hop hearing. In 
addition, the department estimates that approximately 170 clients admit
ted annually require both conservatorships and Hop reviews. Due to the 
large number of clients requiring reviews andconservatorships, the 
department plans to schedule hearings over eight years. The department 
estimates that total costs to the regional centers, the department, and the 
SDCs will be $31.4 million over the eight-year period. 

Table 9 displays the costs associated with the budget requests related to 
implementing the hearings required by the Sherry S. decision for both 
the current and budget years. . 

We identified the following major a~sumptions in the department's 
proposal: 

1. Legal, accounting, and financial services staffing: 
• The department will be the legal conservator for all affected clients. 
• 10.5 attorney-hours will be needed· to establish each conservatorship. 
• 2 attorney-hours will be required annually for ongoing workload 

associated with a conservatee's needs. 
• 10 percent of conservatees will have financial estates and the 

department will become conservator· for all of them. 
• The department will become a temporary conservator· in approxi

mately 20 percent ofthe cases. Temporary conservators are required 
in emergencies such as the closure of a community facility. 

2. SDC costs: 
• Hop hearings will be conducted annually. 
• Conservatorships will be established once but will require ongoing 

review. 
• Clients will need to appear in court in 75 percent of conservatorship 

and Hop proceedings. 
• For every client requiring both a Hop and a conservatorship hearing, 

two SDC staff will need to transport and accompany clients to two 
separate proceedings. 
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Table 9 
Department of Developmental ,Services 

Costs Associated with Implementing Hearings 
Required by Sherry S. Decision 

1989-90 and 1990-91 ' 

1989-90 1990-91 
Positions Amount Positions Amount 

Department support 
Legal and support ............ ; .. . .. .. . .. .. .. . . 5.1 
Accounting and financial ........ ; . . . . . .. . . . . . . 1.2 

Subtotals .....................................' 6.3 
State developmental centers ' 

Temporary help to prepare for, and escort, 
clients to hearings.. .. .. .. .. .. .. .. .. .. .. .. .. . 4.3 

Travel for staff and clients .................. .. 
Subtotals .......................... ' ....... ,.. . 4.3 

Regional centers , 
Staff for conservatorships...................... (4.9) 8 

Staff for Hop reviews .. : . . . .. .. . .. . . . . . .. .. . . . . (3.4)8 
Legal fees for Hop reviews ($1,100 per 

client) .............. ; .................. .. 
Subtotals. . .. .. . . . .. .. . . . .. . . . .. . . . .. .. . . . .. .. (B.3) 8 

Totals .... ; ......... ; ................... : ....... ' 10.6 

• These staff are employees of regional centers, not the state. 

3. Regional centers: " 

$396,000 
$396,000 

$124,000 
9,000 

$133,000 

$202,000 
133,000 

213;000 
$548,000 

$1,077,000 

16.0 
4.0 

20.0 

14.B 

14.B 

(18.4) 8 

(10.1) 8 

(28.5) 8 

34.B 

$974,000 
135,000, 

$1,109,000 

$374,000 
32,000 

$406,000 

$738,000 
389,000 

985,000 
$2,112,000 
$3,627,000 

• Once established as a conservator, the ,department will request 
, regional centers -:- as;adininistrative arms of the department - to 

petition the court for admission to SDCs and thereby request a Hop 
hearing. ' 

• Regional centers will contract with private counsel for 100 percent of 
the Hop petitions they need to prepare, and counsel will charge 
$1,100 per case for each case. " 

• Regional centers will incur an average cost of $1,700 for every Hop 
hearing held for a newadmittee, and $1,200 for every Hop hearing 
held for an SDCresident 

The department reports that due to the uncertainty regarding how the 
Hop and conservatorship hearings will proceed throughout the state, it 
plans to (1) survey regional centers on, the proportion of clients needing 
a. conservatorship for whom no potential conservator other than the 
department can be identified, (2) work with judges throughout the state 
to develop' common' administrative procedures for the court hearings, 
and (3) propose legislation clarifying the Hop and conservatorship 
processes. The department indicates it will present a revised proposal and 
budget in the spring. ' 

Budget·Proposdl Needs Work. We identified a variety of problems with 
the proposal. Generally, they fall into two categories: (1) basic informa
tion about the projected workload and costs is lacking and (2) in several 
instances, the department's proposal is based on "worst case" assumptions 
that increase costs unnecessarily. We therefore withhold recommenda-
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tion on the 1990-91 spending proposal pending the department's revised 
submission. In order to provide the Legislature With . the information it 
needs to evaluate the proposal, we recommend that the department 
address the following specific problems in its revised submission. 

J.Estimates on Workload and Costs. We identified two major 
problems with the department's estimates. First, little data are currently 
available on the actual costs that will be incurred for this new activity. 
The Legislature requires· cost estImates derived from actual experience 
whenever possible. We therefore recommend that the department study 
the actual costs incurred to date in the current year and incorporate these 
data into its revised proposal. 

Second, the format and summary information provided by the depart
ment precluded a thorough analysis. The department provided detailed 
estimates of the number of clients requiring initial and annual Hop 
hearings and conservatorships, as. well as the total annual costs required 
for regional center legal seI:vices, the SDCs, and department· support. 
However, the information did not specify the following: (a) the estimated 
number of clients requiring a specific type of hearing and (b) the 
per-case costs to the department and the SDCs for each type of 
proceeding. Without this information, we were unable to evaluate the 
department's estimates on hearings and costs or to estimate potential 
savings resulting from changes to its assumptions. We recommend the 
department provide a summary and easily understood estimate of the 
number of hearings and per-case costs as part of its revised proposal. 

2. Annual Hop Reviews. Nothing in law or the two recent court rulings 
requires that clients undergo Hop reviews every year, as assumed in the 
department's proposal. Although this assumption is consistent With the 
practice in most of the 10 coUnties we surveyed while preparing our 
report, we found a consensus among professional staff working with these 
clients that in a large majority of cases the annual Hop reviews are of 
minimal, if any, benefit because the condition of a client is unlikely to 
change substantially within a year. The staff we interviewed, included 
staff at SDCs, regional centers, county public defenders, and district 
attorneys. They agreed that these reviews ~hould be conducted every two 
ot even three years. 

The frequency of reviews has a major effect on ongoing costs of these 
proceedings. For example, conducting reviews every two. years instead of 
every year would halve ongoing costs. Because of the minimal benefit to 
clients and the potential cost implications,. we recoIIlID,end that the 
department address the feasibility of holding, Hop hearing!) less fre
quently than every year inits implementation discussions this spring and 
adjust its budget proposal accordingly. 

3. Scheduling, Location, and Client Attendance at Hear;ings. Our 
analysis indicates that the department's budget assumptions related to 
the scheduling, location, and proportion of clients attending hearings are 
inflated. First, the budget proposal reflects the assumption that 75 
percent of clients will attend both Hop and conservatorship proceedings. 
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However, in our recent report, we found that public defenders tend, in 
most instances, to waive a client's appearance in court for a Hop hearing. 
The department reports that this tendency also applies to conservator
ship proceedings. 

Second, although the department indicates that it will attempt to 
schedule a client's Hop and conservatorship hearings on the same day to 
minimize costs related to SOC staff and travel, the budget proposal 
assumes a separate trip for each hearing. Third, although some SOCs 
currently hold Hop hearings on the SOC grounds, the budget proposal 
neither recognizes nor incorporates this possibility into its cost estimates. 
Holding hearings on developmental center grounds can also reduce costs 
related to travel and SOC staff. 

We recommend the department raise these issues in its implementa
tion discussions this spring and adjust its budget proposal accordingly. 

4. Need for the Department to Become Conservat()r. We question 
whether it is realistic to assume that regional centers will be unable to 
find a family member or friend to become a conservator for 100 percent 
of SOC clients needing a conservator. Furthermore, as generic agencies, 
public guardians are responsible for becoming conservators for persons 
who cannot find others to serve. We recommend that in its implemen
tation discussions the department (a) obtain an estimate from regional 
centers on the proportion of clients who have family members or friends 
who potentially would assume conservatorship responsibilities and (b) 
explore the possibility of public guardians acting as conservators in lieu of 
the department. 

5. Costs Incurred by Regional Centers. We believe that the estimated 
regional center costs are too high. The department assumes that regional 
center staff will incur for Hop reviews, on average, costs of $1,700 for a 
review for a new client and $1,200 for a review of an SOC resident. These 
costs contrast with the average costs reported to, us by 11 of the 21 
regional centers when we prepared'our report: $700 for,a new admission 
to an SOC and $615 for a review of a current SOC resident. 

Our analysis indicates that a central difference in these cost estimates 
is due to the assumption regarding who performs the legal work required 
for a Hop review. In the budget proposal, legal costs account for 65 
percent arid 92 percent, respectively, of regional center costs for new 
admissions and current SOC residents. ' 

We have identified three flaws in the department's assumption that 
regional centers will need to contract for private counsel for 100 percent 
of the Hop hearings required. Many of the regional centers we surveyed 
used their own legal staff rather than hiring private counsel to perform 
this work. Overall, the regional centers we surveyed reported average 
cost for legal work of $439. The regional centers we surveyed that did use 
private counsel had costs similar to the $1,100 estimated by the depart
ment. 

Second, we believe that if all regional centers chose to use private 
counsel, they could probably secure a lower cost per case due to the 
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volume of ca.ses involved. 'Finally, it may be more cost.effective for the 
department's legal staff to perform the additional legal work required. 
The department reports that it did not believe that it would be 
cost-effective for its own legal staff to perform thE3.legal work required for 
Hop reviews because the department would iD.cur costs for traveling to 
the Hop hearing in addition to the conservatorship proceeding. However, 
the ~epartmentalso reports that it is working to ensure that llop and 
conservatprshiphearings occur on the same d8;y, whenever possible. We 
recommend that the department explore and document these options for 
r~ducing the costs· associated with petitioning the courts and address 
them in the revised proposal it submits this spring. 

Capital Outlay. 

The Governor's Budget proposes an appropriation of $12.8 million iIi 
Item 4300-301-036 for capital outlay expenditure in the Department of 
Developmental Services. Please see our analysis of that item in the capital 
outlay section of this Analysis which is in the back portion of this 
document. 

DEPARTMENT OF MENTAL HEALTH 

Item 4440 from the General 
Fund and various funds Budget p. HW 127 

Requested 1990-91 .............................................................. · ............ $1,254,431,000 
Estimated 1989-90 ............................................................................ 1,226,221,000 
Actual 1988-89 ............ ~ .................. : ..................................... ~ ............. 1,093,985,000 

Requested iricrease (excluding amount for 
salary increases) $28,210,000 (+2.3 percent) . 

Total recommended reduction ................................................... 11,199,000 
RecoInmended reappropriation of available current-year 

savings .'~ ............................................... ;..................................... 1,500,000 

1990-91 FUNDING BY ITEM AND SOURCE 
I~em-Description 
4440-001.()()1-Department support 
4440-001-845-Department support 
4440-001.soo:-Department support 
444O-011'()()1-State hospitals· 
4440-012.()()1-State. hospitals, Proposition 98 
4440-016-001-Conditional release 
444O-101.()()1-Local assistance 
444O-10l-236-Local assistance 

444O-101-311-Local assistance 

Fund 
General 
Primary Prevention 
Federal 
General 
General 
General 
General 
Unallocated Account, Cigarette 

and Tobacco Products Surtax 
(C&T) 

Traumatic Brain Injury 

Amount 
$30,983,000 

234,000 
1,225,000 . 

359,468,000 
7,263,000 

14,006,000 
516,852,000 

, 10,000,000 

5OO,00Q 
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444O-101,845--Local assistance 
444O-101-Boo-Local assistance 
444O-111-OO1-Brain-damaged adults 
444O-141-OO1-Institutions for mental diseases 
Control Section 23.50-Department support. 

Control Section 23.50-Local assistance 
Ch 1211i87 
Ch 1225/89 
Ch 1331/89 
Reimbursements 

Primary Prevention 
Federal 
General 
General 
State Legalization Impact Assis
. tance Grant (SLIAG) 
SLlAG' 
G~neral 
General 
Unallocated Account, C&T 

1,738,000 
21,352,000 
5,257,000 

73,789,000 
342,000 

6,000,000 
45,000 

145,000 
25,000,000 

180,232,000 
Total $1,254,431,000 

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS 
1. Conditional Release Program. Reduce Item 4440 .. :O16 .. ()()1 

by $1.5 Million and Reappropriate $1.5 Million of Funds 
Available in Item 4440 .. 016 .. ()()1 of the 1~9 Budget Act. 
:Recommend that the Legislature delete $1.5 million (Gen
eral Fund) from the budget for conditional release services 
and, instead, reappropriate $1.5 million from current-year 
funds for providing the services in 1990-91. 

2. Screening of Nursing Facility Residents. Reduce Item· 
4440-011 .. 001 by $1.3·Million and Reimbursements by $3.8 
Million. Recommend a reduction in the amount budgeted 
for preadmission screening and annual resident review 
because the number of patients who will require screening 
and' the screening costs are lower than the budget assumes. 

3. State Hospital Reform. Recommend that the department 
submit to the Legislature by April 1, 1990 a work plan to (a) 
develop realistic staffing standards that ate related to the 
ward bed type, client level of illness, and planned scheduled 
treatment reqUirements and (b) conduct periodic surveys of 
actual client characteristics to provide a basis for level-of
illness adjustments. 

4. Level .. oj-IU"".ess Adjustment. Reduce Item 4440-011-001 by' 
$1,448,()()(). Recommend deletion of 75.3 positions and 
$1,448,000 frOIll the General Fund requested for patient 
level-of-illness adjustments because the a.djustments have 
not been adequately justified. 

5. Additional State Hospital Positions. Reduce Item 4440-011-
001 by $1,283,()()(). Recommend deletion of 66.7 positions and 
$i,283,OOO from the amount budgeted for staffing augmen
tation in the state hospitals because the department has·not 
been able to justify these positions. 

6. Salary Savings. Reduce Item 4440-011-001 by $896,()()(). 
Recommend a reduction of $896,000 (General Fund) in the 
amount budgeted to reduce the salary savings rate to· 5 
percent in order to accurately reflect the timing Of new staff 
hiring. 

Analysis 
page 
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635 
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7. Registered Nursing Coverage at Vacaville. Reduce Reim~ 638' 

bursements in Item 4440-011-001 by $172,000. Recommend a' 
reduction of $172,000 (reimbursements) in the proposed 
augmentation for additional registered nursing staff at the 
inpatient psychiatric program at the California Medical 
Facility (CMF) in Vacaville because the overall nursing 
staff-to-patient ratio does not need to be increased. 

8. Treatment Levels at Vacaville. The department is delivering 639 
less. than one-third of the hours of scheduled treatment 
activities it is . contracted' and staffed to provide at the 
psychiatri~llnit it operates at the CMF at Vacaville. 

9. Proposition 98 MiniIritim Funding Requirements. The bud- 641 
get appears to' overstate by $4.2 million the amount of 
depai-tment expenditures that may be counted towards the 
Proposition 98 minimum funding requirements. 

10. Local ASSistance Augmentation. Recommend that prior to 643 
budget hearings, the'department submit additional·informa-
tion to the fiscal committees on the allocation of· the 
proposed $10 million augmentation for local mental health 
programs. 

11. Supplemental Rates Program. Recommend that the depart" 645 
ment submit to the Legislature its review of the supplemen-
tal rates program by April 1, 1990 and that the department 
incorporate, in· its report recommendations that. address the 
issues we have identified. 

12. Special,Education Pupils. The budget assumesenactm~nt of 647 
legislation tO,transfer fiscal and programmatic responsibility 
for mental health services pr9vided to specia).· education 
pupils to the State Department of Educa,tion for a savings of 
$15.8 million ($15.1 million General Fund, $675,000 federal 
reimbursements) ·to the.Department of Mental Health. 

13. Institutions for Mental Diseases (IMD) Treatment Costs~ 648 
Reduce Item,<.444o.-141-oo1 by $3.1 Milli.onand Incr,ease 
Reim.bursements by $2.3 Million. Recommend (a) a reduc-
tion of $3.1 :riilllion in the amount budgeted for treatment " 
costs' of IMD sen1ces and (b) an augmentation, of $2.3 " 
million in reimbursements for additionaISSI/SSP receipts to .' 

, correct- for· overbudgeting. . .. 
14. Admhiistrativeand Treatment Costs. Recommend that the 649 

Legi~lature . (a) adopt Budget BUl language reqUiring the 
department .• to transfer responsibility for . collection of 
SSI / SSP reimbursements to IMD service providers" and 
deduct estimated coU~ctions from provider contracts, and 
(b) enact -legislation requiring IMDpatients eligible for 
SSI/SSP to pay seryiceproviders an amount equal to the 
board and care portiop,'oftheir SSI/SSP grant, for a General 
Fund savings of at least $4 million. 
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MAJOR ISSUES 

~ The state hospitals are overstaffed relative to the 
L;.J department's staffing standards, yet treatment levels 

are below the level specified in th~ standards. These 
findings raise concerns about the department's proce
dures for budgeting and allocating staff. 

~ Treatment levels at the department's psychiatric 
L;.J program at the California Medical FacilityatVacavilie 

are below the department's standards. 

~ Proposed augmentations of 142 positions and $2.7 
L;.J million'(General Fund) inthe state hospitals are unjus-

tified. ' ' 

~ The department has not specified how it intends to ' 
L;.J allocate an augmentation of $10 million from the 

Cigarette and Tobacco Produqts Surtax Fund for local 
mental health programs. ,'," , 

i!I The budgeta,s$umes enactment of legislation to trans
, fer fiscal and programmatic responsibility for mental 

health services provided to special education pupils to 
the State Department of Education. 

, ,~ Legislation authorizing collection of SSI/SSP pay
L;.J ments to clients could reduce General Fund costs for 

institutions for mental diseases (IMD) services by at 
least $4 million annually. 

~' The impact of federal nursing home refqrm on the 
L;.J need for IMD services is not reflected in the budget. 

We estimate General Fund costs of up to $1.4 million 
in 1990-91. 
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Table 1 
Department of Mental Health 

Budget Summary 
1988-89 through 1990-91 
(dollars in thousands) 

Actual Est. 
Expenditures 1988-89 1989-90 
Department support •. . . . . . . . . . . . . . . . . . . . . . . . $40,939 $59,876 
State hospitals .................. '...... ........ 345,720 389,773 
Local programs............................... 622,340 674,069 
Special education pupils ...... ~.............. 15,116 15,791 
Brain-damaged adults........................ 5,141 5,373 
Institutions for mental diseases. . . . . . . . . . . . . . 64,729 SO,839 
Traumatic brain injury projects. . . . . . . . . . . .. ___ 500 

Prop. 
1990-91 

$57,880 
412,307 
691,967 

5,257 
86,520 

500 

Change from 1989-90 
Amount Percent 
-$1,996 -3.3% 

22,534 ,5.8 
17,898 2.7' 

-15,791 -100.0 
-116 -2.2 
5,681 7.0 

Totals .................................... $1,093,985 $1,226,221 $1,254,431 $28,210 2.3% 
Funding Sources 

General Fund. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $930, 791 
Federal funds. . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . 19,409 
Cigarette and Tobacco Products Surtax 

Fund .................................... . 
State Legalization Impact Assistance Grant 

Fund ....................................... . 
Primary Prevention Fund ................... . 
A~set Forfeiture Distribution Fund ......... . 
Special Account for Capital Outlay ........ . 

3,132 
864 

64 

Reimbursements.............................. 139,725 
Traumatic Brain Injury Fund .............. . 

Personnel-years 
Department support ..... ; ................ . 
State hospitals ............................. . 

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

a Includes Conditional Release Program. 

336 
6,349 
6,685 

ANALYSIS AND RECOMMENDATIONS 

$986,905 $1,007,808 $20,903 
22,957 22,577 -380 

25,000 

6,515 
. 1,976 

2,000 
180,368 

500 

398 
6,873 
7,271 

35,000 

6,342 
1,972 

180,232 
500 

10,000 

-173 
-4 

-2,000 
-136 

409 11.2 
7,020 147.5 
7,430 158.7 

1. DEPARTMENT SUPPORT 

·2.1% 
-1.7 

40.0 

-2.7 
-0.2 

-100.0 
-0.1 

2.8% 
2.1 
2.2% 

The budget proposes expenditures of $57.8 millionfor support of the 
DMH in 1990-91. This amount con~ists of $43.8 million for department 
administration and $14 million for the Conditional Release Program. 
Overall, this is a decrease of $2 million, or 3 percent, in estimated 
current-year expenditures. Table 2 shows the department's expenditures 
and funding sources for the past, current, and budget years. 

Budget Changes. Table 3 shows the changes in. the department's 
support budget proposed for 1990-91. The major. change is a reduction of 
$2.5 million from the General Fund to reflect revised expenditure 
estimates for the Conditional Release Program. 



626 / HEALTH AND WELFARE 

DEPARTMENT OF MENTAL HEALTH-Continued 
Table 2 

Department!of Mental Health Support 
Expenditures and Funding Sources 

1988-89 through 1990-91 
(dollars in thousands) 

Actual Est. 
Expenditures 1988-89 1989-90 
Department administration ................. . $26,570 $43,192 
Conditional release .......................... . 14,369 16,684 

Totals ................................... . $40,939 $59,876 
Funding Sources 

General Fund .. ............................ .. $37,933 $46,492 
Federal funds ............................... . 748 1,605 
Primary Prevention Fund . .................. . 131 238 
State Legalization Impact Assistance Grant 

Fund .................................... . 132 515 
Reimbursements ............................. . 1,995 11,026 

Table 3 

Prop. 
1990-91 
$43,874 
14,006 

$57,880 

$45,179 
1,225 

234 

342 
10,900 

Department of Mental Health Support 
Proposed 1990-91 Budget Changes 

(dollars in thousands) 

1989-90 expenditures (Budget Act) .............................. . 
Adjustments, 1989-90: 

Medical evaluation field manual, Ch 376/88 .................. . 
Community treatment facilities, Ch 1271/87 .................. . 
Services to wards and dependents, Ch 1294/89 ............... . 
PERS rate reduction .......................................... . 
Employee compensation ....................................... . 
Additional Short-Doyle/Medi-Cai administrative funds ...... . 
Mental health plaruring rollover .............................. .. 
Federal manpower funds ...................................... . 
Child and adolescent services program ...................... .. 
Various grants and carry-over funds .......................... . 

1989-90 expenditures (revised) .................................. . 
Baseline adjustments, 1990-91: 

Employee compensation ...................................... .. 
_ Two percent price increase on operating expenses and 

.. equipment ......................................... '" ........ . 
Retirement reduction .......................... ; .............. .. 
SWCAP and pro-rata adjustments ............................. . 
Reverse a portion of Short-Doyle/Medi-Cal administrative 

funds ......................... : ............................... . 
Reduce mental health planning illocation .................... . 
Reduce handicapped infant program ......................... . 
Services to families, Ch 1225/89, carry-over .................. . 
Reduce development of field manual, Ch 376/88 ............ . 
Reduce services to wards and dependents, Ch 1294/89 ...... . 
Reduce one-time adjustments ................................ .. 

Program change proposals: 
Institutions for mental diseases support ....................... . 
State hospital automation project ............................ .. 
Additional staff for Short-Doyle/Medi-Cai utilization review. 
Establish an audit appeals section ............................ .. 

General Fund 
$45,727 

36 
45 

100 
-25 
610 

-1 
$46,492 

487 

145 
-36 

-100 
1 

413 

45 
95 

Item 4440 

Change from 1989:-90 
Amount Percent 

$682 1.6% 
-2,678 , -16.1 

-$1,996 -3.3% 

-$1,313 
-380 

-4 

-173 
-126 

-2.8% 
-23.7 
-1.7 

-33.6 
-1.1 

All Funds 
$57,666 

36 
45 

100 
-30 
689 
610 
70 
99 
11 

580 
$59,876 

558 

12 
1 

11 

-265 
-151 
-64 
145 , 

-36 
-100 
-580 

413 

164 
190 
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Support for Short-Doyle/Medi-Cal claims explanation ....... . 
Staff for primary intervention program through funding re-

direction ..................................................... . 
Establish civil service positions through funding redirection . 
Services for wards and dependents, Ch 1294/89 .............. . 
Conditional Release Program revised expenditure estimates. 

1990-91 expenditures (proposed) ................................ . 
Change from 1989-90 (revised): 

Amount ............. ; ........ : ................ i ................. . 
Percent ......................................................... . 

68 

(178) 
69 

-2,500 

$45,179 

-$1,313 
-2.8% 

Current-Year Savings in the Conditional Release Program 

137 

(41) 
(178) 

69 
-2,500 

$57,880 

-$1,996 
-3.3% 

We recommend that the Legislature delete $1.5 million (General 
Fund) from the budget for conditional release services. and, instead, 
reappropriate $1.5 million from current-year funds for providing the 
services in 1990-91. (Reduce Item 4440-016-001 by $1.5 million and 
reappropriate $1.5 million of funds available in Item 4440-016-001 of 
the 1989 Budget Act.) 

The budget proposes a reduction of $2.5 million (General Fund) in 
expenditures for the Conditional Release Program (CONREP) for 1990-
91, in recognition of the fact that the program historically has underspent 
its appropriation. CONREP expenditures are determined by the number 
of judiciallycorrimitted clients and mentally disordered offenders re
ferred to the program following their stays in the state hospital system. 
The department reports that the number of clients referred and accepted 
into the program consistently has been below levels expected at the time 
the budget was developed. Table 4 presents Budget Act appropriations 
and expenditure data for the CONREP since 1986-87. 

Table 4 
Department of Mental Health 
Conditional Release Program 

Unexpended Funds and Proposed· Reduction 
(in thousands) 

1986-87 ................................................ . 
1987-88 ................................................ . 
1988-89 .... : ............................................ . 
1989-90 ................ · ................................ . 
1990-91 ................................................ . 

Budget Act 
Appropria- . 

nons 
$18,262 
17,094 
17,910 
16,684 
14,006 prop. 

Actual 
Expendi

tures 
$13,605 
14,281 
14,369 
16,684 est .. 

Difference 
$4,657 
2,803 
3,541 

As Table 4 indicates, appropriatioris for the program have exceeded 
expenditures by as much as $4.7 million in 1986-87, and presumably would 
exceed expenditures by $2.5 million in the budget year if the proposed 
reduction in·funding is not approved. However, the department projects 
no savings in the current year. Our review indicates that the department 
has unencumbered balances during the current year of $1.5 million. 
Because all CONREP services are provided through full-year contracts 
with service providers, the unencumbered balance of $1.5 million will 
continue to be available at the end of the current year. 
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DEPARTMENT OF MENTAL HEALTH-Continued 
Because the CONREP will not spend the full amount of its appropri

ation during the current year, we recommend that the Legislature (1) 
reappropriate $1.5 million of funds available from .Item 4440~016-001 of 
the 1989 Budget Act for use by this program in 1990-91 and (2) delete $1.5 
million from Item 4440-016-001. 

Budget Overstates Amount Needed for Screening of Nursing Facility 
Residents 

We recommend a reduction of $5.1 .million in the amount budgeted 
for preadmission screening and annual resident review ,(PASARR) 
because. the number of patients who will require screening is lower 
than the budget assumes. (Reduce Item 4440-011-001 by $1.3 million and 
reimbursements by $3.8 million.) 

The department's budget includes a total of$I1.5 million to complete 
federally required screening of persons in nursing facilities. This amount 
consists of $2.8 million from the General Fund and $8.7 million in 
reimbursements from federal funds,and represents no change from 
current-year expenditures. 

Background. Under the federal Omnibus Budget Reconciliation Act of 
1987 (OBRA 87), the state. must operate a PASARR program. In this 
program, the Department of Health' Services (DHS) must screen all 
patients entering nursing facilities to identify mentally ill individuals, and 
refer those patients to the DMH. OBRA 87 requires the DMH to conduct 
a second screen to evaluate treatment needs of these patients, and 
transfer these patients to other facilities if appropriate. The DMH also 
must conduct annual reviews of certain nursmg facility patients to ensure 
that their placements continue to be appropriate. 

Department's Proposal. The department's budget reflects the contin
uation of current funding levels to carry out the ongoing screening 
requirements of the PASARR program. The department's estimate for 
the amount needed to fund the program is based on (1) the average cost 
per screen and (2) an estimate of the percentage of patients entering 
nursing facilities who will' be referred by the DHS for mental health 
screening. 

Our review indicates that the amount budgeted for screening should 
be reduced due to two factors; First, the referral percentage. has been 
substantially lower in the current year than originally anticipated, and 
the budget has not been revised to account for this lower referral rate . 
.second" the department indicates that the average cost per, screen is 
expected to drop from $461 in the current year to approximately $390 for 
1990~91. Accordingly, we estimate that the amount necessary to carry out 
the required screening will be $5.1 million leSS than the amount budgeted 
for 1990-91. The department indicates it expects to revise its fundiI)g 
request for this program dut;ing the May revision process. 

, Because the number of screens required will be lower than anticipated, 
and the average C,ost per screen also is expected to drop, we recommend 
that the amount budgeted for the P ASARR screening. program be 
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reduced by $5.1 million. The reduction would consist of $1.3 million from 
the General Fund and $3.8 million in federal reimbursements, (Reduce 
Item 4440-011-001.) 

Our review also indicates that,. because the number of screens the 
department has needed to complete in the current year is less than 
anticipated, current-year expenditures appear to be substantially lower 
than the $11.5 million budgeted. We estimate the program will have 
General Fund savings of up to $1.3 million at the end of the current year. 

2. STATE HOSPITAL PROGRAMS 
The budget proposes expenditures of $412 million, all funds, in 1990-91 

for clients in state hospitals for the mentally disabled. This is an increase 
of $22.5 million, or 5.8 percent, above estimated current-year' expendi
tures. The budget proposes an appropriation of $366.7 million from the 
General Fund for these programs, which is an increase of $24.2 million, or 
7.1 percent, above estimated current-year expenditures. In addition, the 
budget proposes to count $7.2 million in state hospital' expenditures 
towards the Proposition 98 minimum funding. requirements during 
1990-91. Table 5 shows the components of the state hospital budget in the 
past, current, and budget yeats. 

Table 5 
Department of Mental Health 

State Hospitals 
Budget Summary 

1988-89 through 1990-91 
(dollars in thousands) 

Actual Est 
Expenditures 1988-89 1989-90 
County clients...... .......................... $189,542 $212,010 
Judicially committed clients. . . . . . . . . . . . . . . . . 122;105 132,523 
Other clients • . . .. .. .. . ..•. . . . . . . .. . . . . . . . . . . ..' 34,073 45,240 

Prop. 
1990-91 
$226,943 
139;788 

45,576 
Totals ........................ ;........... $345,720 $389,773 $412,307 

Funding Sources 
General Fund .. .............................. $311,647 $342,533 $366,731 
Reimbursements .............................. 34,073 45,240 45,576. 
Special Account for Capital Outlay . ........ 2,000 

Average population 
County clients .................... , ......... 2,495 2,519 2,518 
JudiCially committed clients ............... 1,533 1,553 ·1,670 
Other clients ' .............................. 569 , 678 704 

Totals ..... ; .............................. 4,597 4,750 4,892 

Authorized positions 
Department of Mental Health ............ 6,349 7,199 7,575 
Department of Developmental Services .. 677 822 796 

Totals .................................... 7,026 8,021 8,371 

Cost per client (actual dollars) 
County clients .............................. $75,969 $84,164 $90,128 
Judicially committed clients ............... 79,651 85,334 83,705 
Other clients ' .............................. 59,882 66,726 64,739 

Totals .................................... $75,206 $82,057 $84,282 

Change from 1989-90 
Amount Percent 
$14,933 7.0% 

7,265 5,5 
336 0.7 

$22,534 5.8% 

$24,198 
336 

-2,000 

-1 
117 
26 

142 

376 
. -26 

350 

$5,964 
-1,629 
-1,987 
$2,224 

,7.1% 
0.7 

-100,0 

_b 

7.5% 
3.8 
3.0% 

5.2% 
-3.2 . 

4.4% 
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DEPARTMENT OF MENTAL HEALTH-Continued 
Client Characteristics 

State hospitals serve four Gategories 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 
detained 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 disord.ered 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 A\lthority who are transferred 
to . state hospitals to receive medication and other .treatment. 

Proposed Budget Changes 
The major changes proposed for 1990-91 include (1) an iIicrease of $13 

million (General Fund) to fund merit salary adjustments in 1990-91 and 
for additional staff needed to reduce the salary savings rate to 5 percent, 
(2) an increase of $6.9 million (General Fund) for additional staff 
associated with a projected increase in judicially committed and mentally 
disordered offender clients in the state hospitals, and (3) an increase of 
$9.4 million ($8.4 million General Fund) for full-year funding of 1989-90 
state hospital salary and benefit increases. Table 6 displays the budget 
changes proposed for 1990-91. 

State Hospital Reform: Five Years Later 
We recommend that the department submit to the Legislature by 

April 1, 1990 a work. plan to (1) de1Jelop realistic staffing standards 
that are related to the ward bed type, client level of illness, and planned 
scheduled treatment requirements and (2) conduct periodic surveys of 
actual client characteristics to provide a basis for level-ol-illness 
adjustments. 

In our review of the budget, we evaluated the current status of state 
hospital staffing andtreabnent levels. Specifically, we compared existing 
treatment levels to those proposed by the department as part of its 1984 
state hospitals initiative. We also compared staffing levels proposed by 
the department for 1990-91 to those the department previously indicated 
would be required to achieve specified licenSing, accreditation, and 
treatment objectives. 
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, Table 6 
Department of Mental Health 

State Hospitals , , 
Proposed 1990-91 Budget Changes 

, (dollars in thousands) 

Geheral Fund 
1989-90 'expenditures (Budget Act) ................. ; ... ;......... $331,724 
Adjustments, 1989-90: 

, Retirement reduction ............ , ................... ; ......... . 
Miscellane,ous reimbursement adjustments ................... . 

'Salary ,and beriefiUncrease: .. : ............ .o ................... . 
Allocation to Board of Control ................................ . 

1989-90 expenditures (revised) .. : ................................ ' 
Baseline adjustments,' 1990-91: 

Full-year effect of 1989-90 population changes ............... . 
Retirement 'adjustment ........................................ . 
CALSTARS adjustment ..................... ',' ................. . 
Reverseone-time adjustments ................................. . 
Full~year cost of 1989-90 salary and benefit increases ........ " 

. Reimbursement adjustments .... : ......................... : ... . 
,"" Energy .costs ................ ; ............................... ;,; .. 

Restore allocation to Board of Control. ....................... . 
Caseload and cost adjustments: ',,' 

PopUlation adjustmimt. : ....................................... . 
Program change proposals: 

Salary savings rate reduction and merit salary adjustments .. . 
,Registered nursing staff at Vacaville .......................... . 
Nursing coordinator posi~on at Vacaville .............. , ...•... 

'11,608 
-40 

$342,533 

-4,281 
130 

8,399 

-7-
40 

6,920' 

12,997 

1990-91 expenditures, (proposed) .. ,: .................... ,........ ,$366,731 
Change from 1989;90 (revised): 

All Funds' 
$378,170 

-851 
223 

12,271 
-40 

$389,773, 

-,4,281 
147 
10 

-2,023 
9,413 
-918 
, ,-,.7 

40 

6,920 

12,997 
184 

52, 

$412,307 

, Amount ......... ;................................................ 24,198 22,534 
Percent ............................... : .................. ; ... ; ;:',. 7.l% . 5.8% 

, Bo,ckground. Beginning in 1984-85, tile Legislature approved a series of 
department proposals to augroentstaff iIi the state hospitals serving 
mentally ill persons by 682 positions over a three-year period; The staffing 
augmentation, was associated with proposedimprov:ements in treatment 
programs, hospital license category revisions, 'and major capital outlay 
proposals that allowed all five of the department's hospitals to obtain 
accreditation by the Joint Commission on Accreditation of Hospitals, and 
for the three hospitals serving the majority of county-admitted clients to 
be certified to receive Medi~Cal and Medicare payments. 

The major components bf the treatment program improvements were 
the creation of new ward categories, the recategorization of existirlg 
wards, and a shift in the patient population distribution toward subacute 
intermediate care wards. The department also proposed revised staffing 
standards according to ward category in order to allow more scheduled 
treatment actiVities for patients. Finally, the department proposed to 
implement anim~al staffing ,adjustments based on surveys of patients' 
levels of illness. ' 
, At the time it made its proposal, the department estimated, that 

patients needing a subacute level of care received an average, of 
approximately 1.5' hours of "planned scheduled treatrrient"'per day. 
'Scheduled treatment activities include group. therapy, individual ther-

25-80282 
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DEPARTMENT OF MENTAL HEALTH-Continued 
apy, rehabilitation activities, recreation, and patient government. The 
proposed staffing increase, together. with improvements in the use of 
existing staff, was intended to increa~e average scheduled treatment from 
approximately 1.5 hours to approximately 4.4 hours per patient per day. 

The Legislature approved the proposed staffing increases .. However, it 
also directed that the department distribute additional staff in each of the 
three years on a competitive basis, a~cording to proposals for "model 
treatment programs" submitted by the individu~ hospital programs. In 
the intervening yea,rs, the department has added shill based on popUla
tion adjustments and the implementation of new Programs for mentally 
disordered offenders and for clients from the California Department of 
Corrections (CDC). . 

In conjunction with the planned scheduled treatment program, the 
Legislature mandated the implementation of mo~toring systems to allow 
the department to track the amount of treatment being delivered to 
patients and assess the quality of the treatment services. In addition, the 
Legislature required the department to submit a series of reports on 
treatment levels. . 

Overstaffing at Hospitals Relative to Standards Raises Budgeting 
Issues. We examined how proposed 1990-91 hospital direct-care sti:lffing 
compares to staffing levels that should result ·from applying the standards 
developed by the department in 1984 to the proposed ward configuration 
for 1990-91. Table 7 shows that the proposed 1990~91 staff level is 368 
positions above the direct patient care'staffing levels that are indicated by 
the department's standards. Accordfug to the department,' this difference 
has developed because (1) programs implemented to serve CDC clients 
were staffed at higher levels than those in the department's standards, 
(2) various "level-of-illness" adjustments were implemented 111. the 
intervening years, and (3) the departtnent's original request for staff was 
based on an incorrect application oftha staffing standards. According to 
the department, the third factoraccounh for 261 of the 368 excess 
positions. 

Table 7 
Department of MCilntal Health 

Staffingin State Hospitals '. 
Proposed Versus Department Staffing Standards 

1~1 . .' 

Program Type ProfX)sed Standard . 
Children. .. .. . .. .. . .. .. .. . .. . . . .. .. .. . .. .. . .. .. . .. .. . . . . 302 299.5 
Adolescent...................... ........................ 309 ; 257.4 
Acute.. .. .. . .. .. .. . .. .. . .. .. . .. .. . . . .. .. . .. .. . . . . . .. . . . 1,359 1;260.8 
Subacute .... "......................................... 2,~(J 2,718.8 
Skilled nursing .................................. " .. .• . 317 302.4 -,-

Difference 
2.5 

98.2 
98.2 

201.2 
, 14.6 

Totals. .. . .. .. . .. . . . .. .. . .. .. . . . .. .. . . . .. . . . .. .. .. . . 5;;tJl 4,838.9 368.1 

The overstaffing in the hospitals relative to the 1984 standards raises 
questions about the way state hospital positions are budgeted and 
allocated. As Table 7 shows, staffing levels based on staff-to-patient ratios 
that appear in the department's 1984 staffing standards bear little 
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relationship to the staffing levels proposed ford990-91. In: fact, the 
department indicates that it currently does not use the 1984 staffing 
standards for purposes of preparing its budget requests or allocating staff. 
Instead, the department requests· staff adjustments incrementally using 
(1) staff ratios ·approved·· for:· iridividual' hospital "model treatment 
programs" and (2) state hospital input regarding changes in the "level of 
illness" of clients enrolled in particular programs. 

We believe this budgeting method poses a number of problems for the 
Legislature. First~ without standards, the Legislature has no "yardstick" 
with which it can measure requests for additional staff or assess the status 
of hospital staffing. 

Second, the department does not appear to be evaluating its experi
ence with the model treatment programs and using the evaluations to 
design improved programs. Instead, the original staffing ratios approved 
for the model treatment programs have been continued without reex
amination. We believe the department needs to evaluate individual 
model treatment programs on an ongoing basis and revise, abandon, or 
replicate various approaches depending on how individual programs are 
working. 

Third, the level-of-illness adjustments are based on "ad hoc" input from 
individual hospitals regarding trends· in the client population and are 
independent of the staffing standards. We believe the department should 
systematically assess trends in· its population and incorporate level-of
illness data into its staffing formulas. 

Treatment Levels Have Increased But Are Below Standard. We 
compared treatment levels delivered in 1988~89 With the amount the 
department committed to achieve in requesting the staffing augmenta
tions that began in 1984-85. (We were able to estimate treatment levels 
for four of the state hospitals; data from the fifth were not in a usable 
form.) Our review indicates that in 1988-89 the hospitals delivered 65 
percent of the treatment hours the department sought to . achieve in its 
1984-85 state hospitals initiative. This amount is d01,lble the amount of 
treatment hours the department estimated the hospitals were delivering 
before the staffing augmentations. Table 8 shows treatment hours data by 
type of program. 

Although treatntent hours. have in(!~e~ed~ubstantially in the state 
hospital system, the hospitals are not meeting standards; One-half of the 
patient population resided in program~ that scheduled less than 80 
percent of the number of treatment hours required by. the ~tandard. 
Over one in three patients resided in programs that delivered less than 
one-half of the numbetoftreatment hours requir,ed by.the·standard. 

The department indicates that delivery of itstreatrilent standard has 
been ·complicated bya variety of factors. For ex~ple, it reports that the 
salary savings rate the department was required fo meet in 1988~89 was 
high. Our reView indicates, however, that the overbudgeting of positions 
relative to the. standard partially offsets the effect of the high salary 
savings rate because this results in additional sta.f:fuig on the wards. 
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DEPARTMENT OF MENTALHEALTH-Continued 
Table 8 

Program 
" 

Subacute ......... 
Forensic 

subacute .... 
Children ......... 
Skilled nursmg .. 
Acute ..... ; ... ~ .. 
Adolescent; ...... 

All hospitals ..... 

" 'Department of Mental Health 
Planned Schedul~d Treatment, 

Average Weekly Hours Scheduled and Delivered 
Based on Available Data a ' 

1988-89 
Scheduled .. Delivered 

'as Delivered as< Before Funding 
a Percent a Percent Augmentations 

Standard Scheduled ofSiandard Delivered ofStanrJard (Estimated) b 

30.5 27.9 91% 21.2 "70% ILl 

27.0 22.9 85 15.0 56 NA 
57.0 54.0 95 48.2 .85 33.8 
28.0 6.9 25 9.3 33 8.5 
29.5 19.9 67 14.1 48 7.3 
48.5 41.5 86 34.2 70 46.7 

31.6 27.1 86% 20.6 65% NA 

Percent 
l1/C11ifJSe 

191% 

NA 
143 
265 
193 
73 

NA 

a Overall average based on data coveruig all patients at all hospitrusexcept Atascadero. The number of 
patients for whom data are available by program are: subacute - 526, forensic subacute - 577, 
children _177, skilled nursing ~ 246, acute - 145, adolescent - 95. , 

b Dates for these estimates vary from program to program. 

The department also has noted that the physical layout in ,some 
hospitals facilitates delivery of the treatment standard. For ,example, at 
Camarillo State Hospital, where patients received treatment averaging 96 
percent of the standard, treatment activities are conducted in buildings 
that are separate from patient living areas. The department indicates that 
this tends to ~ake tr~atment a distinct part of the patient day for hospital 
staff. We are concerned,with this response as well. In our view, treatment 
should be a distinct and high~priority activity, whether or not it occurs in 
buildings separate from patient living areas. 

Finally, the department reports that the treatment standards were 
developed in the early 1980s and do not reflect'the more difficult cuents 
'who are being placed in the state hospitals currently. We are unable to 
comment on this potenti'al factor. In our view, however, to the extent that 
patient difficulty has increased to the point of preventing delivery of the 
department's standard for" scheduled treatment; this problem under
scores 'the need, to baSe furore level-of-illness adjustments on objective 
and measurable patient bharacteristics, and to make adjustments on a 
consistent basis. " . ' , ' >,' ' 

Recommendations. We believe the issue raised in this review is not 
that the proposed staffing level is too high. Rather, we are concerned that 
the budgeting process followed by the deparhnentis not based on clear 
and objective criteria th,at can be evaluated by the Legislature. Our 
review of eXisting staffing lev~ls relative to the department's 1984 
standards and the amount of treatment scheduled and delivered indi
cates that it is., time, to r~examine and ,revise the staffing standards. 
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Accordingly, we recommend thatthe department Ilubmit by April!, 1990 
a work plan that will allow: it. to: 

•• Develop realistic Iltaffing Iltandardll for budgeting purpollell. Theile 
standards' should tie staffing requirements to the type of beds on a 
ward, client dysfunction, and the amount, of planned scheduled 
treatment 

• • Cpnductperiodic surveys of actual client characteristics to provide a 
basis for level-of-illness adjustments. These surveys should be based 
on a random sample of sufficient size to yield reliable results, and 
should measure specific, objective, arid quantifiable patient charac
teristics.' 

The development of such a work plan will allow the Legislature to 
review during budget hearings the merits and costs' of implementing 
changes in the budgeting process we believe are required. 

Augmentation for Patient Population 

We 'recommend approval. 
The department proposes to add 240.1 level-of-care (direct patient 

care) positions in the state hospitals it operates due to increases in the 
patient population. The new positions, result in a Gelleral Fund cost of 
$5.5 million for 1990,91. The population increase is due to: ' 

• A net increase of 82 patients resulting from (1;) an increase of 90 
judicially committed patients and (2) a reduction of 8 mentally 
disordered sex offenders (MDSOs). 

• An increase . of 98 mentally disordered .• offenders (MPOs). The 
department projects· that this population will increase from 40 at the 
end of the current year to 138 by the end of the budget year . 

. Because the' department will need to open new: wards and provide 
treatment for these additional patients, we . believe the additional posi
tions are justified. 

Level-of-Illness ,Adjustment Not Justified 

We recommend deletion of 75.3 positions and $1,448,000 from the 
General Fund requested for patient level-ofoillness adjustments because 
the adjustments have not been adequately justified. (Reduce. Item 
4440-011-001.) 

The department proposes 75.3 positions at a General Fund cost of $1.4 
million to reflect the increasing level of illness among stale hospital 
patients. The department indicates this adjustment is in response to: 

• The reclassification of psychiatric rehabilitation beds to intermediate 
care facility subacute beds resulting from a decrease in MDSOs and 
an increase in judicially committed clients., 

• Reclassification of 84 beds at Patton State Hospital for judicially 
committed; clients and 100 beds at Metropolitan State Hospital to an 
acute level of care. : ' 

• Generally more difficult county clients and increased numbers of 
clients requiring one-to-one observation.; 
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DEPARTMENT OF MENTAL HEALTH....;..continued ' 
We have two major concerns with this proposal. First, the department 

reports that its level·of-illness adjustment involves staffing changes on 34 
wards. However, the department has not provided Ii list of what all the 
changes are, nor h~s it provided any documentation to justify the need for 
these changes. For example, the department has been unable to explain 
how it has determined the need for addition!li acute beds at Metropolitan 
State Hospital, or how it determined that county clients have become 
more difficult. The department has indicated that the proposed level-of
illness adjustment is not related to a systematic review of patient 
characteristics, such as would be achieved by a random sample of patient 
medical records.:' ,,', , 

Our,second major concern is that, as we,have discussed previously, the 
department already has in place m~re st~,than the correct application 
of its staffing standards justifies. ' , 

Due to the lack of justification for this 'proposal,' we recommend a 
reduction of 75.3 positions and deletion of $1,448,000 budgeted, for the 
level-of-i1Jness adjustments. (Reduce Item 4440-0q~OO1.t 

Additional State HOipital Positions Not Justified 
, We recommend deletion of 66. 7 positions and $1,283,000 from !th,e 
amount budgeted for staffing augmentation in the state h'ospitals 
because the, department has not been able to justify these positions. 
(Reduce Item 4440-011-001.) 

The budget proposes 66.7 direct patient care positions that the 
department could notidentify as being related to population increases or 
a level-of-illne~sadjustment. The 'department reports that these increased 
positions appear to be the result of va:rious wards opening and closing in 
conjunction with the department's remodeling activities .. For example, 
approximately 3.5 of these positions result from the transfer of 50 patients 
from Camarillo to Metropolitan State Hospitals. ' 

We do not believe that remodeling activities or patient transfers should 
result in staffing increases. Rather~ we believe that staffing changes 
should result from changes in the size' of the<patient population, or 
demonstrated changes in patient level· of illness, 

Because the department has not been able to adequately justify these 
positions, we recommend that the Legislature delete 66.7 positioIls and 
$1,283,000 from the amount budgeted foradcUtional treatment positions. 
(Reduce 'Item 4440:011-001.)' ,,' " , ".' , 

Salary Savings 
We recommend a reduction of $896,0,00 (General Fund) in the 

amount budgeted to reduce the salary savings rate t05 percent in order 
to accurately reflect the timing of new staff hiring. (Reduce Item 
4440-011-001.) : 

The budget proposes $13 million from the General Fund to add 237.7 
personnel-years to reduce the department's salary savings rate at the five 
state hospitals with mental health programs and to fund 'merit salary 
adjustments for state hospital employees. 
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The term "salary savings" refers to personal services costsJor autho
rized positions that are not incurred. Generally, salary savings arise for 
two reasons. First, the cost of salaries and benefits· may be "saved" 
because authorized pos~tions, are vacant, due to unintended delays in 
filling vacated' or new. positions and delays in implementing, new 
programs. Second, salarysaViugs may result when positions are filled with 
personnel' who are paid lower salaries than their predecessors received. 
Salary savings can also be forced. This occurs when an agency must hold 
authorized positions vacant in order to achieve a budgetary target. 

The state hospital system's salary savings rate is budgeted at 7.4 percent 
in the current year. However, the DMH received an additional $2.7 
million through the 19.89 Budget Act's Section 28 process in February 1990 
(these funds are available due to increases in Medi-Cal reimbursements 
at state developmental centers). These funds allowed the DMH to reduce 
its'salary savirigs rate . t() 7 percent. Without any adjustments, the 
department rep()rts that the rate would rise to 8.4 percent in 1990-91. This 
is primarily due to the req:u,ited funding of merit salary adjustments for 
hospital employees in the budget year. The new funding proposed in the 
budget, together with the proposal for merit salary adjustment funds, 
would allow the hospitals to operate at a5 percent salary savings rate in 
1990-9L ,. . 

As of pecember 1989, the hospitals had 552 vacancies in direct patient 
care pbsiqons. Our review indicates that the funding request is based on 
an assumption that the department can fill 300 positions - 62.3 of its 
existing vacancies and 237.7 additional positions - by July 1. Given the 
significant delays associated with testing, recruiting, and interviewing 
prospective~mployees, and processing personnel paperwork,this time
ta1>le :n,qrQ1ally woulclbe unrealistic. However, the department believes it 
will be able to meet this timetable beca1,lse of the funds it received in the 
current year through the Section 28 process. The $2.7 million allows the 
department to fill 179 vacant positions for an average of three months of 
the current year. 

Our review indicates that the $2.7 million will not allow the depart
ment to fill a sufficient· number of positions to reach a 5 percent salary 
savings rate by July 1. If the department filled 179 positions for the final 
three months of the current year, we estimate there would be 121 vacant 
positions remaining as ofJuly 1, 1990: We believe it is more realistic to 
assume that the vacant positions will be filled continuously over a 
four-month period. If this timetable were followed, the salary savings 
adjustment in the budget year would be $896,000 less than the $13 million 
proposed. ' ' 

Accordingly, we recommend that"the Legislature'reduce the amount 
proposed to reduce salary sa~gsin'the state hospital systeQ1 by $896,000, 
in order to more accurately ;reflect when' the vacancies will be filled. 
(Reduce Item 4440-011-001.) 
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DEPARTMENT' OF MENTAL HEALTH.;.....(ontinued 
No Additional Positions Necessary to Provide Registered Nursing 
Coverage at Vacaville 

We recommend a reduction ,of $172,000 (reimbursements) in", the 
proposed augmentation for ad.ditionlll, registered nursing staff at the 
inpatient psychiatric prog'rt!-m at'· the California Medical,Facility 
(CM,F) ~n Vacaville because the mimber of reg~tere4 m{rses can be 
increased "withou~ a chang~ in overall nursing sta/f-to;'patientratio 
(Item 4440-011-(01). . 

The departme~t propose~ .an augmentation of $184,00Q inreimb~rse.;. 
, ments from the California Department of Corrections (CDC) to add fiv!'l 
registered nurse po~itions at the inpatient psychiatric program it operates 
at the CMF.in Vacaville. According to the department, the additional 
registered nurse positions are necessary to correct a deficiellcy cited by 
a Department of Health Services (DHS) licensing survey. ., ". , 

Background. As a result of a suit involving the adequacy ofh:eatment 
in CDC facilities, the Sacramento Superior ,Court issued an order in W67 
requiring the CDC,to obtain licensure for, or ce,ase operation of, its 
hospital facilities. This order affected psychiatric beds at the CMF, which 
were then tinlicensed: To achieve licensure, the CDC in 1988-89 entered 
into an interagency agreement with the department to operate 150 acute 
psychiatric beds. . ' 

lhJUly of 1989, the DHS granted the facility a license, :but cited the 
department for failing to provide 24-hour registered nursing coverage, as 
reqUired by licensing regUlations. The regulations specify that a regis
teredritirse (RN) mustbe on duty at all times in each unit' of the facility. 
The department had been including an RN among the nursing staff for 
two of three shifts, and had been using medical' technical assistahts 
(MTAs) to provide nursing care on the third shift. ' 

, To address the citation, the DMH has administratively established five 
RN positions in the current year. The budget proposes that these 
positions be permanently established. ' 

No Additional Positions Are Necessary to Provide Registered Nurs
ing" Coverage. Although the· department was cited for failing to include 
an RN among its nursing staff on duty during certain shifts, the 
department's overall nursing staff-to-patient ratio was .uot cited as 
inadequate. Consequently, the department can address the issue raised 
by the licensing citation by sUQ~tituting RN positions for five existing 
MT A positions. A reduction of five MTA p()sitions would r~sult ill a 
savings,qf $172,000 and would not reduce the nursing staff-to-patient ratio 
below the level that was in place during the DHS review. 

Because t}:le department does Ilot need to increase its overatl nursing 
staff-to-patient ratio to satisfy licensing requirements, we recomniend 
that the Legislature delete five MTA positions. This results in a reduction 
of' $172,000 in reimbursementsreflecited in the department's hudget 
(Item 4440-011-001). In Item 5240, we recommend a corresponding 
reduction in the General Fund appropriation to the CDC. 
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Treatment Levels at Vacaville. Far Below Standard 

The department isdelivenng less than one-third of; the.: hours of 
scheduled treatment activities it is contracted and staffed to provide at 
the psychiatric unit it operates at the California Medical Facility 
(CMF) at Vacaville. 

We reviewed the amount'ofplanned scheduled treatment (PST) being 
provided to 'patients by the department at the 150"bed acute psychiatric 
inpatient program 'it operates at the CMF. Our 'review indicates the 
program is providing less than one~third of the amount it is contracted 
and staffed to provide. The program is funded as a reimbursement from 
the.California Department of Corrections (CDC) and is budgeted at 267 
positions and $15 million (General Fund) for 1990-9l. 

Background. In its 1988-89 proposal to operate a ISO-bed acute 
inpatient program atthe CMF at Vacaville, the department stated that its 
treatment program would adhere to PST guidelines for corrections 
patients at Atascadero State Hospital. PST includes individual ahd group 
therapy, rehabilitative therapy, patient government; and structured 
leisure activities. The level of PST activities needed by patients is used to 
determine the number and type of direct patient care staff necessary for 
various unit categories. 

Specifically, the department indicated in its proposal that, for patients 
on "admissions" units (90 of the 150 beds at the.CMF), it would provide 
approximately '19 . hours of PST activities :per patient per week. For 
patients placed on "skills" units (60 of the beds), PST. activities would 
range from 24.5. to 26 hours per patient per week. Overall, the depart
ment indicated it would provide an average of 20 hours'per patient per 
week. The treatment ,levels were included in the department's budget 
change proposal and were referenced in the interagency agreement the 
department,signed with the CDC. . 

Treatment Levels. We reviewed the treatment levels that were 
delivered by the department at the ISO-bed acute inpatient program it 
operates at the CMF for the most recent six-month period for which data 
were available iGune through NovemberJ989). Our review indicates 
that; across all units, the department scheduled an average of7.15 hours 
of PST activities per patient per week, and delivered an average of 5.6 
hours per patient per week. The number of hours deljvered is less than 
one-third (28 percent), of the 20 hours per patient per week that·the 
program is staffed to provide, and that the' department committed to 
provide in its., interagency agreement with .the CDC. The number of 
hoursscheduled.is only slightly higher, at.36 percent of the department's 
standard. (The number of hours delivered may differ from the number of 
hoursscheduleq because patient~ may be unavailable or may refuse to 
attend activities, or. because the, aC.tivity may be cancelled by the staff 
person . responsible for providing it.) , 

We asked the department to provide more detailed information on . the 
level of PST activities it was providing {or one month (Octoper 1989). 
Table 9 below, compares the department's standard for the two types of 
units in the aGute program- "admissions". units and "skills" units - with 
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the average' amount the department actually delivered. The table also 
indicates the maximum and minimum hours of PST activities a patient 
received on the units. 

Table 9 
Department of Me.ntal Health 

Acute Inpatient Unit at California Medical Facility at Vacaville 
Planned Scheduled Treatment Activities 

Actual Weekly Hours Delivered Versus Department Standard 
O.ctober1989 

'Admissions . 
Units 

Standard .............................................. ; .. . . . .. .. . . . 19.0 
Skills Units 

25:1 
Actual 

Maximum ........................................... '.. . . . . . . . . . . . 13.0. 17.8 
Minimum ....................................................... . 2.5 
Average .......................................................... 5.6. 8.0 

. As the table indicates, although patients who have advanced to the 
"skills~'units . receive more hours of scheduled' treatinent.· activities" than 
do their counterparts on the admissions units; both groups of patients 
receive less than one-third of the department's standard for.their 
respective groups. On the adtnissions units, some patients 'receive.d no 
scheduled treatment activities for an . entiremonthf while on the ,skills 
units some patients receive9. ,as few as 2.5 hours of scheduled· treatment 
activities. per week. . 

The department indicates that it has . had difficulty meetirlg the 
treatment levels it is contracted and staffed to provide for a variety of 
reasons. The department, has stated that "space and staff ·liriritations" 
have been a primary reason for its 'failure to provide treatment· levels 
commensurate with its standard. It states that all units· are severely 
limited in treatment space, and that staff time is taken up by treatment 
team conferences and other administrative activities. The department 
also reports that patients are unavailable for treatment for four hO\lrs 
each day due to meals and "lock-downs" for inmate counts.' (As a security 
measure, correctional staff, visually count the. number' of inmates to be 
sure that everyone is present;) Finally,. the department noted that PST 
activities are not part of the requirements for licensure. 

Weare concerned with the department's responses for·anlimber of 
reasons. First, the CDC has jUst completed a remodeling effort that was 
designed with the department's input to meet requirements for licensure 
and treatment activity needs. Second, the department's view that 
treatment team conferences and other administrative duties required of 
staff inhibit delivery of scheduled treatment activities fails to note that 
such activities are provided for in calculating the overall staffing level 
required to deliver scheduled treatment activities. We also note·that the 
treatment levels the department committed to provide. amount to an 
average of four hours of scheduled treatment activities each weekday. 

With respect to the department's assertion that patients are unavail
able for treatment during four houris' each day due to meals and 
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lock-downs for inmate counts, we note that only 45 minutes of these 
activities occur between the hours of 8:00 a.m. and 4:30 p.m., which are 
the . hours during which !llost treatment activities occur. (The 45-minute 
break is for lunch;) Finally, although the department is correct·in noting 
that PST activities are unrelated to licensu:re requirements, it is our view 
that the Legislature .approved th.e staffing levels.in the. department's 
proposal based on the department's commitment to provide the level of 
treatment that justified the staffing levels it requested. 

We believe the low levels of treatm~ntbeing provided by the 
department at its acute inpatient program' at the CMF are a matter of 
concern for the Legislature for two major r.easons. First, the program was 
established as the result of a lawsuit regarding inadequate treatment 
levels. If the present situation' continues, the potential may exist for 
fUrther litigation. Second, the program's staffing levels are determined by 
a formula that is based on the number of scheduled treatment activities 
the treatment staffwill provide. If the . department is unable toprovicle 
treatment levels that are commensurate with those which jllstify the 
program's staffing level, then resources currently devoted to' this pro
gram could be more effectively used in other areas. 

Proposition 98 Minimum Funding Requirements' 
The budget appears to overstate by $4.2 million the amount. of 

department expenditures that may be counted towards me(!tirag the 
Proposition 98 minimum funding requirements. . ,. 
'The budget proposes to count $7.2 million in department expenditures 

towards the Proposition 98 minimum funding requirements. According to 
the department, this amount consists of teacher salaries at the five state 
hospitals, plus an amount to reflect support and other education-related 
expenditures. Of the $7.2· million, approximately $3 million is from 
education-related expenditures provided by the Department of Devel~ 
opmental Services (DDS) under contract at qamarillo State Hospital. 
The remaining $4~2 million reflects education-related expEmrutures at the 
four state hospitals operated by the DMH. 

Chapter 82, Statutes of 1989 (SB 98, Hart), andCh 83/89 (AB 198, 
O'Connell) state that expenditures for education-related activities may 
be counted towards the Proposition 98 minimum funding requirements 
only if they are provided by those agencies enUIllerateg in ~ection 8880.5 
of the. Government Code. Section 8880.5 lists the DDS but does not 
include any reference to the DMH. Accordingly, the $4.2 million in 
ec\ucation-related department. expenditures at the state hospitals other 
than ,Camarillo do notappe~ to meet the criteria specified by the 
Legislature for satisfying the Proposition98 minimum funding require
ments. 

3. LOCAL MENTAL HEALTH PROGRAMS 

The budget proposes an appropriation of $516.9 million from the 
General Fund for assistance to local mental health programs in 1990-91. 
This is an increase of $8.6 million, or 1.7 percent, above estimated 
current-year expenditures. Total expenditures for local mental health 
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progratns in 1990-91, including expenditures from the Cigarette and 
Tobacco Products Surtax (C&T) Fund,reimbursements, and federal 
funds,are proposed at $692 million, which is $17.9 million, or 2.7 percent, 
above estimated current-year expenditures. Table 10 displays local 
assistanceexpertditures and funding sources for the past,current, and 
budget years. 

Table;O 
Department oJ Mental Health 
Local Mental Health Programs 

Expenditures and Funding Sources 
1988-89 through 1990-91 
(dollars in thousands) 

Expenditures 
Short·Doyle allocations ...................... . 
AIDS ... · .. · ........ , ... : ............ : .......... . 
Primary ',prevention projectS ................ . 
Federal block grant' ......................... . 
Federal community support program ...... . 
Federal homeless program .................. . 
State Legalization Impact Assistance Grant 

(SLIAG) .' ........ , ........................ . 
System of care'of severelymentally dis

abled adults, Ch 982/88 ...... : ..... : .... 
Services for wards and dependents, eli 

1294/89 .......... · ......................... .. 

, Actual Est. 
1988-89 1989-90 
$598,382$635,479 

1,500 1,500 
7'!1 1,738 

15;516 18,242 
270 126 

2,875 2,984 

3,000 6,000 

8,000 

--
Totals ................ ',' .... : ;., ........... ' $622,340 $674,069 

Funding Sources 

General Fund .. .. : ........................ ; :. '$506,542 $508,276 '. 
Reimbursements. . . . . . . . . . . . . . . . . . . . .. . . . . . . . . '93,340 111,703 

21,352 
1,738 

Federal funds ......... ' ........................ ' ,) 18,661 
Primary .Prevention Fund .. ....... ;; .. .. . .... . . 733 
Cigarette and Tobacco Products Surtax 

Fund'... .. .............. ..... ....... .. ...... 25,000 
SLlAG Fund ... ................... " ....... .. 3,000 6,000 
Asset Forfeiture Distribution Fund . ...... '. ..64 ' 

a Not a me;mingful figure. 

Prop. 
1990-91 
$647,430 
. . 1,500 . 

1,738 
18,242 

126 
2,984 

6,000 

lO,247 

3,700 

$691,9?7 

$516,852 
llJ,025 
21,352 
1,738 

35,000 
6,000 

Change From 1989-90 
Amount Percent 
$11,951 < 1.9% 

2,247 28.1 

3,700 
$17,898 2.7% 

$8,576 1.7% 
..;,678 -0.6 

10,000 40.0 

Budget'Changes. Table n shows the changes to the budget that are 
proposed for 1990~91 for local mental' health programs. The table also 
shows changes to the enacted budget for these programs, the largest of 
whichis a $5 inillion increase in Short-DoylelMedi-Cal reimbursements. 
This increase is due to receiving approval from the federal government 
to '. fund mental health case management services through Short
Doyle I Medi-Cal. 
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Table 11 
Department of Mental Health 
Local Mental Health Programs 

Proposed 1990-91 Budget Changes 
(dollars in thousands) 

General Fund 
1989-90 expenditures (Budget Act) ............................... $508,276 
Adjustments, 1989-90: 

Reduction in grant' award for community support program .. 
Disaster funds from Office of Emergency Services ........... . 
Short-Doyle/Medi-Cal case management services ............ . 
San Joaqllin County Southeast Asian Project .........•......... 

1989,90 expenditures (revised) .................................. . 
Baseline adjustments, 1990-91: 

Reduce disaster funds ......... : ............................... .. 
Reduce San Joaquin County Southeast Asian Project ........ . 

Program· change proposals: 
Local assistance augmentation ................................. . 
Additional funding for p!lot projects, Ch 982/88 .............. . 
Continuation funding for the Riverside County children's 

program, Ch 1361/87 .......... : ............................. . 
Short-Doyle/Medi-Cal reimbursement for case management 

services ....................................... , ................ . 

$508,276 

2,247 

2,629 

Services for wards and dependents, Ch 129~/89....... .... ..... 3,700 
1990-91 expenditures (proposed) ................................. $516,852 
Change from 1989-90 (revised): 

All Funds 
$666,696 

-5 .. 
2,148 . 
5,000 

230 
$674,069 

-2,148 
-230 

10,000 
2,247 

2,6~ 

1,700 
3,700 

$691,967 

Amount.......................................................... 8,576 17,898 
Percent.......................................................... 1.7% 2.7% 

The major changes proposed for 1990~91include (1) an aUglllentation 
of $10 million (C&T Fund) for local mental health programs; (2) an 
increase of $2.2 million for pilot projects to develop a system of care for 
severely mentally disabled adults, required byCh 982/88 (AB 3777, 
Wright); (3) an increase of $3.7· million to partially implement mental 
health services,for wards and dependents,required by Ch 1294/89 (SB 
370, Presley); and (4) an increase of $2.6 million for pilot projects. to 
develop a system of care for severely emotionally disturbed children, 
required. by .Ch 1361/87 (AB 377, Bronzan). 

$10 Million Local Assistance Augmentation 
We recommendthat prior to budget hearings, the departmentsubmit 

additional information to the fiscal committees on the allocation of the 
proposed $10 million augmentation for local mental health programs. 

The budget proposes an augmentation of $10 million from the C&T 
Fund for local mental health programs. This brings totalC&T funding for 
local programs to $35 million for 1990-91. . 

The department indicates that it would allocate the $10 million to 
counties based on some combination of its poverty /population equity 
formula and a "general percentage increase" - that is, an equal percent 
increase for all counties. . 

The department has used the poverty/population formula in the past 
to achieve a more "equitable" allocationamoIlg counties. The poverty / 
population formula assigns equal weights to (1) the general population 
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and (2) the population receiving Aid to Families with Dependent 
Children and Supplemental Security Income /State Supplementary Pro
gram welfare payments. Under this formula, a: county with 10 percent of 
the state's general population and 20 percent of the state's welfare 
population would b\lentitled to 15 percent of available funds when 
"equity" is ultimately achieved. The general increase would be allocated 
like,a;cost-of-living adjustment (COLA). '. . 

The department's proposal does not address (1) how much of the 
proposed augmentation would be allocated according to the poverty / 
population formula versus allocation according to a COLA or (2) how the 
poverty/population formula would be applied. For example~in o~der·to 
move toward equity, it might choose asa "target" the county with the 
highest per-capita funding under the poverty / population. model. In this 
case,all but one county would receive additional funds. Alternatively, it 
might choose as a target current statewide average per-capita funding. In 
this case, roughly one-half the counties would receive addition3J. funds. 

The Legislature needs information about the allocation method in 
order to determine the distributive effect of the $10 million aUgrilenta
tion among counties. Accordingly, we recommend that-the department 
submit, prior to budget hearings, its proposed allocatiollofthe fundsand 
information regarding its allocation methodology. - . 

Mental Health Services For Wards and Dependents 

C4apter '1294,. Statut~sor' 1989 (SB 370, Presley), mad~ substantial 
changes to procedures used by the Department of Social Services (DSS) 
to fund out.;of-home placements for wards and d~pendents of the court. 
The legislation :also requires county departments of mental health to 
begin proViding mental health treatment to wards and dependents. The 
department propoSes $3.8 million to begin implementation of this 
program during 1990~9L 

The legislation requires the departnient to develop a system of 
payment to reimburse counties for the proyi!iion of services. The 
department Ills() must·proIIlulgate regulations by October 1, 1990 that (1) 
define 'priority"subgroups' to receive services, (2) q.efine categories of 
service and specifY'lPriority services, ~d (3) establish a certification 
procedure to be employed by local mental health departments to ensure 
that only approvedservjces .are reimbursed. Local mental health depart
ments must establish iIiteragency agreements with other affected local 
agen~ies to ensure coordinated servi.ce delivery. .' 

Chapter 1294 requires the department,in consultation with the DSS, to 
report to the Legislature by July 1. on a plan for liIniting treatment costs 
and on the availability of existing mental healiji services to wards and 
depelldents.We will monitor the department's implemelltation of this 
legislation and comment further as appropriate. 
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Supplemental Rates Program: Implementation Problems 

We recommend that the department submit to the, Legislature its 
reView of the supplemental rates program by April 1, 1990 and that the 
department incorporate in its report recommendations that address the 
i~sues we have identified. , 

The budget proposes $16.6 million in expenditures for the residential 
caresuppleniental rates program established by Ch 1352/85 (SB 155, 
Petris). We identified irriplementation problems that need to be ad
dressed·if the Legislature's objectives in establishing the program are to 
be met. " 

Background. Chapter 1352 requires counties to certify and make 
supplemental payments to private residential care facilities (board and 
care homes) "for providing additional services and supervision to mentally 
disordered residents. Base rates charged by facility operators provide for 
food, shelter, and personal care for clients, and are paid through the 
SSI/SSP prograIll. The rate supplements are funded as part of county 
Short-Doyle programs. " ' , , 

In approving Chapter 1352, the Legislature expressed concerns that it 
intended the supplemental rates program to address. Specifically, the 
Legislature sought to: 

~ 'lleverse a decline in the number of resigential care facilities. serving 
the mentally ill. " . 

• Increas,e services for the homeless mentally ill., . ' 
• Provide operators of private residential care facilities an iI:tc~nti\:,e to 

serve. the more severely disturbed. , 
,. Establish a rate structure that was based on patients' progrartunatic 

needs; and ensure that rates wotild be sufficienfto provide adequate 
services to meet those needs. ' 

Implementation Concerns. Our review of this program indicates three 
areas that,areof concern. Specifically, (1) the standardized assessment 
required, under Chapter 1352, and developed by the department, does 
not produce a reliable indicator of seryices a given client will, require 
while placed in a board and care facilitY; (2) department regulations do 
not ensure that clients with more extensive programmatic needs will 
receive higher, levels of service; and (3) caseload.data provided by the 
department do not provide an accurate picture of county clients receiv-
ing board and care services. " , ' 
. Standardized assessment does not provide standardized results. Chap

ter 1352 directed the department to establish a standardized assessment 
tool for counties. to use in determining the functional abilities and need 
for program services of clients in residential care fa9ilities. The result of 
the assessment determines the supplemental rate, if any, that facilities are 
paid for providing services to a given client. Counties also must re-screen 
clients every 90 days while they are in placement. The instrument used 
by the counties, known as the level-of-care assessment or LOCA, is 
designed to indicate. one of five potential service levels. These levels 
indicate what service level a client needs in addition to the basic services 
provided by a board and care home, if any. 
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Both department and county representatives indicate that, the current 

version of the LOCA does not provide a reliable indjcation of the level of 
care clients need in, a board and care setting. For example; when the 
department validated the current LOCA, the department .reports that in 
over one~fifth of cases, the department's assessment of required services 
was two or more levels higher, or lower than the level indicated by the 
LocA. " " 

'," If the Legislature's objective to provide care that is appropriate for the 
programmatic needs of clients' is to be met, it is important that the 
department develop a method that)Vill reliably determine the, services a 
client will require while in placement at a board and care facility. 
, Service levels notdefin~d. As required by Chapter 1352, the depart
IIlent, has issued regulations to" guide coUnties ,in the implementation of 
the progra;m. These reguhitions include a list of services that may be 
provided using supplem,entaJ rate funds. However, the regulatioris do n,ot 
specify minimum levels' of service for each client category; That is, the 
regulations do not guarantee that higher rates paid by the state will buy 
higher levels of service for clients, or that clients in a given categ~ry will 
receive consistent services across counties. If the Legislature is to be 
assured that the higher rates ,paid to residential care facility operators 
under this program are resulting in improved service' for clients, the 
department needs to revise its regulati,ons to include measurable,mini-
mum levels of ~ervice for each cliElIlt category. ' 

Department caseload estimates do not reflect the number of mentally 
ill persQns placed ,in residential care or the level of care they" need. 
Chapter 1352 reqUires the . department each year to submit to the 
Legislature data on actual ahd estimated caseload. However, because 
counties may only bill the department for services received by board and 
care clients up to the limit set in the countfs Short-Doyle allocation, the 
depaitment does not have access to data that accurately state the number 
of per'sonS receiving board and care services through the counties. 

Our review indicates that counties frequently revise downward the 
placement level indicated by the results of a'client's assessment because 
funds are not available: For example, clients for whom the assessment 
indicates a need for 'level I services are placed in the "basic" category 
and; because no supplemental rate is required, are not r~ported to the 
department or encompassed in the department's caSeload estimates. 
Such revisions, called "admirristrative overrides" are allowed under DMH 
procedures; and the d,epartnient does not attempt to track them. We 
believe this approach poses a substantial problem for the Legislature if it 
is to determine an appropriate level of funding for the program. , 

Recommendations. The department indicates it is 'conducting a review 
ofthe supplemental rates program, which it expects to complete in early 
spring. The department is reviewing the problems noted above and; in 
addition, is,evaluating the extent to'which county monitoring of service 
delivery is adequate. Accordingly, we recommend that tpe departinent 
,.' ". .... 
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submit its report by April 1, 1990 and that the department incorporate in 
its report recommendations that address the issues we have identified. 

: i 

4. SPECIAL EDUCATIO,,", PUPILS 

Budget Proposes to Eliminate Funding for Mental Health Services Provided 
'to Special Education Pupils 

The budget assumes ' enactment, of legislation to transfer fUical and 
progrfimmatic'responsibility for mental health services provided to 
speCial education pupils to the State Department of Education (SDE), 
for a savings of $15.8 million ($15.1' million General Fund, $615,000 
fed(mil reimbursements) to the Department of Mental He,alth. 

The budget proposes to transfer fiscal and programmatic responsibility 
for mental health services provided to approximately '12,500 special 
education pupils pursuant to their Individualized Education Plans to the 
SDE.This will reswf·in a savings to the department of $15.8 million ($15.1 
ririllion General Fund, $675,000 federal reimbursements). The ,proposal 
assumes the enactment of legislation to repeal the, provisions of current 
law that require county departments' of mental health to' provide 
assessment, treatment, and case management services to special, educa
tion pupils referred by school districts, if these services are necessary for 
the student to benefit from education. 

The program was established by Ch 1747/84 (AB 3632, Willie Brown) 
and Ch 1274/85 (AB 882, Willie Brown). Chapters 1747 and 1274 require 
the DMH, the Department of Social Services (DSS) , and the SDE, as well 
as various local agencies, to enter into interagency agreements.to ensure 
coordinated service delivery to special education pupils needing mental 
health services. The DMH pays for 90 percent of the costs of providing 
mental health services, and county mental health departments pay Jor 10 
percent of the costs. In addition; the DSS, is required to fund necessary 
residential care. . 

The budget assutIies the repeal of Chapters 1747 and 1274 and proposes 
to transfer the fiscal and programmatic responsibility for mental health 
services proVided to special education pupils to the SDE. We discuss this 
proposal further in our analysis of the SDE's budget. In that discussion, 
we withhold recoInmendation pending receipt of additional information 
rega:rding (1) whether the services provided" under Chapters 1747 and 
1274 may be counted towards the Proposition 98 minimum funding 
requirements and (2) an implementation plan to accomplish the pro
posed transfer without disruption to children currently receiving ser
vices~ (Please see Item 6110-161-001.) 

5. INSTITUTIONS FOR MENTAL DISEASES 

The budget proposes a total of $86.5 million to fund the administration, 
care, and: treatment' of mentally disabled patients in institutions for 
mental diseases.(IMDs). This is an increase of $5.7 million; or 7 percent, 
over estimated current-year expenditures. The increase results primarily 
from a' proposal to pay for 226 additional beds. The $86.5 million consists 
of $73.8 million from the General Fund and $12.7 million in reimburse-
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ments ,from Supplemental Security" Income / State, Supplementary Pro
gram (SSIISSP) payments to ~ligible beneficiaries. An IMD is a facility 
that, prior to August 1987, was classified as a skilled nursing facility with 
special treatment programs. 

In, 1987 the department's long-term plan outlined turning operation of 
the IMD Program over,'.to cotmties by the start of the budg~t, year. 
However,since,.that time, negotiations between the" department and 
c()unties to transfer "the prograIn have been unsuccessfuL The depart
ment iridi(!ates that' contracting with facilities, collection of SSII SSP, and 
administrative activities ,to support the IMDProgramwill remain the 
responsibility of ~he state through at least 199<>:-91.~ 

Treatment Costs Too High , 
Were~ommend (1) ,a reduction of $3.1 million. in the amount 

budgeted/or treatment costs of IMD services and (2) an augmentation 
'0/$2.3 million in reimbursements/or additional SSIISSPreceip,ts to 
correct for bverbudgeting.(Reduce Item 4440-141-001.) 

The budget proposes a total of $86.5 million to fund the care and 
treatment of mentally ill persons in IMDs. The $86.5 million consists of 
$73.8 million from the General Fund and $12.7 million in reimbursements 
from SSIISSP payments to eligible beneficiaries. The budget proposes to 
fund a total of 3;858 JMD beds. This is an increase of 226 'beds, or 6 
percent, over the current year. The propo~ed bed increase is based onthe 
,average annual increase in the number of beds certified as skilled nursing 
facility / special' treatment program, (SNF / STP). Before 1987, IMDs had 
been classified as SNF /STPs and had been eligible for Medi-Cal reim-
bursement. . . 

The amount the state' compensatesIMD providers for treatment costs 
is based on gross IMD treatment costs less ~'other,· patient revenue" 
collected by IMD providers on behalf of patients. "Other patient 
revenue" includes such sources as a patient's Veterans' Administration or 
individual retirement funds, and/ or family share of costs. In addition, the 
state's net treatment costs are offset by the amount of SSI/SSP reimburse
ment it collects ·from patients Or other persons. designated to receive 
payments on a patient's behalf (designated payees). For. example, in the 
current year, other patient revenue collected by IMD providers is 
estimated to be $6.5 million, and ssi/ssp reimbursements are estimated 
to be$lL7 million, thereby red~cing the state's net treatment costs .by 
$18.2 million. 

The budget for 1990-91 is based on collections of. other patienttevenue 
totaling $6.9 millio~ and SSI/SSPreimbursements totaling $12.7 million. 
The department's estimate for SSIISSP reimbursements is based on the 
assumption that reimbursements will average $275 per patient ,per 
month. However,our review indicates that SSIISSP reimbursements 
averaged $309 per patient per month from July through October of the 
current year. In addition, the SSIISSP grant amount increased by 4.9 
percent on January 1, which should lead to collections averaging $326 per 
patient per month. ' 
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Similarly, the department assumes that "other'patient revenue"will be 
$6.5 million in the current year, or an average of $149 per patient per 
month. Our review indicates that other patient revenue collections over 
the first five months ·of the cur:rent year' averaged $167· per patient per 
month. Based on these figures, we estimate the department will collect 
$800,000 more than the $6.9 million budgeted for "other patient reve
nue," and $2.3 million more than the $12.7 million estimated for SSI/SSP 
reimbursements. Consequently, the proposed budget overstates the 
state's share of IMD costs by $3.1 million. 

We therefore recomInend a reduction of $3.1 million due to overbud
geting of the state's share of the treatment costs for the proposed 3,858 
IMD beds, and an increase' of $2.3 million in the department's reimburse
ment authority for additional SSI/SSP receipts (reduce Item 4440-141-
001). This reco:mmendation does not affect the level of IMD services 
proposed by the department.' .. 

Legislation Would Reduce.Administrative and Treatment Costs 
We recommend that the LegislatUrre (1) adopt.Budget Bill language 

requiring the department to transfer responsibility for collection of 
SSIISSP reimbursements to IMD service providers, and deduct esti
mated collections from provider contrilcts, and (2) enact legislation 
requiring IMD patients eligible for SSIISSP to pay s~rvice providers an 
amount equal to the board and care portion of their SSIISSP grant. 

'The .budget proposes a total of $413,00.0' (General Fund) to establish 8 
accounting and 3 data processing positions. Eight of the 11 positions were 
administratively established in the current year. These positions are in 
addition to 18 accounting· positions. estabUshed in 1989-90. The pr9posed 
new accounting staff would issue payments to IMD providers, recover 
SSI/SSP reimbursements from eligible patients, and provide consultation 
to IMD provider accounting staff. The proposed data processing positions 
would provide maintenance and support .to the computer systems 
responsible for-invoicing ~SI I SSP reimbursements and other functions 
related to payment of IMD providers. 

Collections of SSIISSP Should be Transferred to Providers. We are 
concemed.with this proposal primarily because, in our view,collection of 
SSI/SSP payments should properly be the responsibility of IMD service 
proViders. In our 1989-90 Analysis, we recommended that the depart
ment continue to pursue negotiations with IMD service providers to 
achieve this end. Our review. indicates that the department is not 
presently involved in active negotiations with.IMD facility operators to 
transfer responsibility for SSI/SSP collection to the facility operators. 

The department preViously has indicated, however, that facility oper
ators are in the best ,position torecoveiSSI/SSP payments because they 
have direct contact with the'pa6.ent 'and the patient's designated payee. 
The departinentcannot perform this function efficiently Because it do'es 
not currently have toutiIle contact with·· patients' and payees, and 
stationing positions at an IMD provider 10'cations would be very costly . 

Accordingly, we recommend that the Legislarure adopt Budget Bill 
language directing' the· department to transfer responsibility for collec-
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tion of SSI/SSP grants to IMD service providers, and requiring that the 
department deduct from the contracts it signs with IMD service provid
ers the estimated amount of SSI/SSP collections, as it presently does with 
other third-party revenue, from the contracted amount for treatment 
costs. 

The following language is, consistent with our recommendation: 
The collection of all third~partyrevenues, including SSIISSP grants,shall be the 
responsibility of IMD service providers. The department shall estimate third
party revenue collections based on data provided" by the Social Security 
Administration, facility operators, ,and other sources as necessary, ,The depart
ment shall deduct an amount equal to this revenue estimate from its contracts 
with IMD service providers. 
Recommended Legislation. The department reports that a· major 

obstacle for transferring SSI/ SSP collection responsibility to facility 
operators is the absence of legislation that would require SSI/SSP-eligible 
patients or their designated payees to pay the facility operator theboard 
and care portion ofa pa.tient's SSI/SSP grant. . 

Our review indicates that legislation requiring such payments would be 
consistent with current law requiring SSI/SSP-eligible clients in commu
nity care facilities (or a client's designated payee) to pay the community 
care facility operator an amount equal to the board and care portion of 
the client's SSI/SSP grant. If similar legislation were enacted with respect 
to patients in IMDs, we estimate that, as a result of additional SSI/SSP 
reimbursement collections, net treatment costs for IMD services would 
decrease by at least $4 million for 1990-91. 

Accordingly, we recommend that the Legislature enact legislation 
requiring that: 

• Prior to admission to an IMD, SSI/SSP-eligible patients or their 
designated payee sign an admission agreement specifying the 
amount of the patient's SSI/SSP grant for board and care . 

• SSI/SSP-eligible patients or their designated payees pay the IMD 
service provider, an amount equal to the, board and care por~on of 
the patient's SSI/SSP grant. 

Such legislation would reduce treatment costs and lessen the alnount of 
administrative staff IMD providers would require to recover SSI/SSP 
reimbursements. ' . 

No Systematic Bed Allocation' Methodology 

We recommend that the Legislature adopt Budget Bill languag~ 
specifying an allocation, methodology for IMD beds. 

Currently, there is no systematic process for the allocation of IMP beds. 
IMD beds are "allocated" on a first-come, first-served basis. As we have 
previously noted, the lack of an allocation process increases competition 
between counties for available beds. In some cases, additional funds are 
expended, increasing the cost of treating patients., For, example, the 
department informs us that some counties, in order to ensure its clients 
get placed in a facility, (ltpay IMD facilities to hold future available beds 
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and/ or (2) add an additional amount to the IMD rate paid by the state. 
The lack of an allocation process adds to the overall costs of public mental 
health services. 

, Our reView of the IMD Program indicates that the allocation of IMD 
beds would be consistent with current state policy' regarding state 
hospital beds, and may· reduce the extra payments counties make to 
providers. The state allocates state hospital beds because county incen
tivesto place clients in state hospitals are similar to incentives existing for 
IMDs: the costs to counties of state hospital care are lower than the costs 
of other types of 24-hour care provided through the Short-Doyle system. 
Similarly, the state pays 100 percent ofIMD net treatment c6sts,whileit 
pays only 85 percent of other types of 24-hour care. 

Accordingly, we recommend that the Legislature adopt Budget Bill 
language specifying an allocation method for IMD beds. At the time this 
analysis was prepared, however, we had no basis for recommending any 
particular method for inclusion in Budget Bill language. The department 
is due to report to the Legislature regarding this issue by May 1. We Will 
comment further when the report becomes available. 

Impact of Federal Nursing' HOllie Reform Not Reflected in Budget 
We estimate a potential need for 144 additional IMD beds in 1990-91 

above the number funded in the budget, at a cost of up to $1.4 millio,. 
(General Fund), in order to comply with the nursing home reform 
provisions of the federal Omnibus Budget Reconciliation Act of 1987 
(OBRA 87). The department indicates it will address this issue in 'its 
May revision. 

In formulating its request'for'funds for an additional 226 IMD beds for 
1990-91, the department indicates it has not considered the potential 
need for additional IMD beds that may be required in conjunction with 
the nursing home reform provisions of OBRA 87. 

Background. OBRA 87 made major changes in federal Medicare and 
Medicaid laws related to nursing facilities. The intent of OB;RA 87 was to 
address concerns that people" are inappropriately placed in nursing 
facilities and that many nursing facility patients are not receiving the 
treatment they need. OBRA 87 required the department to (1) screen 
nursing facility patients to assure that their placements are appropriate, 
(2) evaluate treatment needs of mentally ill patients and provide needed 
treatment services, and (3) transfer these patients to other facilities if 
appropriate. The law requires that the state provide treatment for 
mentally ill persons and complete the required transfers by April 1, 1990. 

The department began implementing. the screeniIig and treatment 
evaluation requirements at the beginning of the current year. The 
department received permission from the federal Health Care Financing 
Administration-to phase in compliance with the requirements for treat
ment and completion of the required transfers over five years. The 
department's commitments under this agreement, documented in its 
Alternative Disposition Plan (ADP) , require it to provide treatment and 
complete transfers for 50 percent of these patients within three years, and 
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to provide .treatment and complete transfers for all patients within five 
years. The department must pay the treatment costs for patients 
transferred to IMDs. Treatment costs for patients who remain in nursing 
facilities are, contained in the Medi-Cal budget. 

We.askedthe department to provide th~ results of. OBRAscreens 
completed at the. time of our review Ganuary 1990). Based on this 
information, we estimate that the state will need to transfer to IMDs 
approximately 2,160. patients who are currently residing in nursing 
facilities by 1995. If 50 percent of these transfers are to be completed 
within three years' as the AQP, requires, approximately 17 percent of 
these patients presumably would require transfer by. the end of 1990-91. 

,Based on these estimates, approximately 370 addi.tional IMD beds may 
be required by the' end 9f 1990-91;;Qr 144 more beds than funded in the 
budget. If these beds were phased in throughout the year, the state would 
incur an additional General Fund cost of approximately $1.4 million in 
1990-91. These costs would be partially offset by General Fund savings in 
the Medi-Cal Program.. , . '. . 

The department indicates it intends to address the potential need for 
additional IMDbeds due to the requirements of OBRA 87 during the May 
reVlsionprocess. In addition, the department is due to report to the 
Legislature by April 1,1990 on a plan that specifies how it will implement 
theADP.' 

Capital Outlay 
. The Govern~r's Budget proposes an appropriation of $14,17Q,000 in 
Item 4440-301,036 fOfcapital.outlay expendihrre in the Department of 
Mental Health. Please see. our analysis of that it,em in the capital outlay 
sectio~ of this Analysis, which is in the back portion of this document. 

E'MPLOYMENT DEVELOPMENT DEPARTMENT 

Item 5100 from the General 
- Fund imd various funds Budget p.HW 147 

~equested 1990-91 ......... ~ .............. : ............................ : ................... $4,768,156,000 
Estimated 1989-90 .................................. :.: ..... :: ....... ~ .............. : ....•.... 4,805,226,000 
Actual 1988-89 ..........•......................................................•.•.....•.......... 4,103,323,000 
Request~d decrease (excluding amoUIJ,t 

. ,for salary increases) $37,070,000 (-0.8 percent), 
Recommended reduction ............................ ,................................ None 



Item 5100 HEALTH AND WELFARE / 653 

1990-91 FUN.DING BY ITEM AND SOURCE 
Item-Description 
S1()()'()()1-OO1-Support 
S100-OO1-184--Support 
S1()().()()1-185--Support 
S1()().()()1-S14--Support 
S1()().()()1-588--Support 

S100-001-869--Support 
S1()().()()1-87O-Support 
S1()().()()1-908-Support 
S100-011-890-Support 
S100-021-890-Support . 
S100-10l~Locai assistance 

5100-101-869--Locru assistance 
S100-101-870-Local assistance 
S100-101~71-Lo()al aSsistance 
S100-101-890-Lobai assistance 
S100-10l-9{)8...;:..Local assistance 
S100-111-890-Local,assistance 
Reimbursements. 
Unemployment Insurance Code Section 1586 
Reimbursement to Federal Government 

Total 

Fund 
General 
Benefit Audit 
Contingent 
Employment Training 
Unemployinent Compensation 

Disability Insurance 
ConsolidatlldWork Program 
Unemployment Administration 
School EmplQyees 
Federal Trust 
Federal Trust 
Unemployment Compensation 

Disability Insurance 
Consolidated Work Program 
Unemployment Administration 
Unemployment 
Federal Trust 
School Employees 
.Federal Tl'l1St 

Contingent 
School Employees 

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS 

Amount 
$24,408,000 

'7,743,000 
39,358,000 
71,059,000 
77,39S,000 

56,BOi ,000 
386,604,000 

S73,000 
(386,604,000) 
(S6,807,000) 

1,S58,34O,000 

222,299,000 
2;910,000 

2,294,316,000 
(222,299,000) 

16,270,000 
(2,297,226,000) 

24,614,000 
400,000 

-14,940,000 
$4,768,156,000 

Analysis 
page 

1. Service Centers - Proposed Elimination. Legislature has 
three options with respect to the 8.erviceCenter Program: 
(a)' eHminate the program, as proposed, for a General Fund 
savings·of·$7.7 million, (b) augment the Employment De
vel<;>pmentDepartrilent's(EDD)budget to restore the 
program;, or (c). redirect resources from other employment 

659 

~ervices programs. 
2. J~b S~rvice Automation. Recommend the department re

port, prior to budget hearings, on potential for automation 
efficienci~s to free up ~ds for Service Center Program. 

3. Lease Purchase Agreement. Recommend deletion of Budget 
Bill language ,related to lease purchase agreement. 

GENERAL PROGRAM STATEMENT 

663 

665 

The Employment Development Department (EDD)is responsible for 
administering the Employment Service (ES), the Unemployment Insur
ance (UI) , and the Disability Insurance (DI) programs. The ES Program 
(1) refers qualified applicants to potential employers, (2) places job" 
ready applicants iri jobs, and (3) helps youth, welfare recipients, and 
economically disadvantaged persons find jobs or prepare themselves for 
employment by participating in employment and training programs. 

lri addition, the department collects taxes and pays benefits under the 
UI and DI programs. The department collects from employers (1) their 
UI contributions, (2) the Employment Training Tax, and (3) employee 
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contributions for DI. It also collects personal income tax withholdings. In 
addition, it pays UI and DI benefits to eligible claimants . 

. The department has 10,145.2 personnel-years in the current year .. 

MAJOR ISSUES 

·iVf .The budget proposes to eliminate the Service Center 
L;.J Program for a General Fund savings of $7.7 million. 

OVERVIEW OF THE BUDGET REQUEST 
ThEl .. budget proposes .. expenditures totaling $4.8 billion from various 

funds for support of the EDD in 1990-91. This is a decrease of $37 million, 
or 0;8 percent, below estimated currElnt~year expenditures. Of the total 
amount proposed, $3.9 billion is for the payment of Uland DI, benefits, 
and $911 million is for various other programs and administration. 

The $911 million 'proposed for other programs and ad.rninistration is 
$165 million, or 15 percent, below estimated current-year expenditures. 
This reduction is due primarily to two factors. ,First, the budget, shows a 
$154 million reduction in funds available for the Job Training Partnership 
Act (JTPA) Program because the current-year pudget inclu~es $116 
million in local assistance funds reappropriated from the prior year and 
$37 million in state program funds carried over inJo the current year. 
Although not shown in the budget document, a comparable level of JTP A 
funds will likely be carried forward into the. budget year. Second, the 
budget includes a redllction of $7.7 million due to the proposed elimina-
tion of the Service Center Program. .. 

Table 1 provides a summary of the department's b1.ldget for the past, 
current, ahd budget years. 
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Table 1 
Employment Develppment Department 

Budget Summary 
1~ through 1990-91 
(dollars in tho!Jsands,), 

Actual 
1988-89 

Est. 
1989-90 

'Prop.'·' . 
1990-91 

ChdngeFrom 
1989-90 to 1990-91 

.' Amount Percent 
Employment programs: 

Employment service .................... . 
Work incentiv.e and related ........... . 
Service Center Program ........... : ... . 
Jobagent ............................... . 
Job service reimbursable .............. . 

Subtotals, employment programs ... ; 
Employment Training Panel ............ . 
Job Training Partnership Act (JTPA): 
. Administrative cost pool.. ............ .. 

Incentive awards and technical assis-

$1ll,876 
12,260 

. 7,109 
2,929 ". 
1,350 

($135,524) 
$1ll,276 

$7,477 

$131,945 
14,952 
7,675 . 
3,270 

'··3,492 
($161;334) 

$85,822 

$11,091 

$133,446 $1,00.1 \.1% 
15,211 $259 1.7 

-7,675 -100.0 
3,342 72 2.2 

.3;572 • _ SO 2.3 
($155,571) (.-$5;763) (,,-3.6%) 

$68,940 -,$16,882 -19.7% 

$10,046 -$1,045. -9.4% 

tance ................................ .. 10,050 
6,532 

24,084 
1,234 

28,654 
1,361 

152,637 
70,081 

: 26,669 
8,082 

23,099 
3,060 

41,263 
910 

. 184,630 

. 134,273 
($433,077) 

10,237 -16,432 ',·-61.6 
Older workers .............. ' ............ . . 5,433 _ -2,649 , . -32.8 

14,481 -8,612 .,' -37.3 Educational linkages ................... . 
. Special local project ................... . 364 -2,696.' '--88.1 
Dislocated workers ..................... . 27,907 -13,356·, -32.4 
Veteran's programs ...... ; ............. . BOO '-'110, -12.1 
Adult and youth training ............ " .. . 141,251 -43,379 -23.5 
Summer youth program ............... . 68,581 -65,692 :-48.9 

Subtotals, JTP A ........ ; ....... , ..... . ($302,110) ($279,106) (-$153,971) (:-35.6%) 
Unemployment Insurance (UI): , 

Administration. . . . . . . . . . . . . . . . . .. . . . . . . . $254,092 $286,680 $295,675 
Benefits .... ~ . . . . . .. . . . .. . . . .. .. . . . . . . . . . . 1,712,254 2;222,700 . 2,298,556 

Subtotals, UI ~ ......................... ($1,966,346) ($2,509,380) ($2;594,231) 
Disability Insurance (DI): . 

$8,995 
" 75,856 

'(~;85i) 

Administration ......... ,................ $68,977 $78~512 $78;398 .• .,-$114 
Benefits .................... ; . . . . . . . . .. . .. 1,490,846 • 1,506,350 1,558,340 51,990 
- Subtotals, DL .......... ; .......... ; ... ($1,559,823) ($1,584,862) ($1,636,738) ($51,~76) 

Personal income tax collections........... $23,569 $25,517 '. $28,564 $3,047 
Employment training tax collections .. : .. 1,869 2,016 2,119 103 
General administration, undistributed .... ' 2,806 ., 3,218 2/387 -331 

Total budget ....................... : .. $4,103,323 $4,805,226 $4,768;156'" -$37,070 

(Program) ........................... ($900,223) ($1,076,176) ($911,260) (-$164,916) 
(UI and DI benefits) ................ ($3,203,100) ($3,729,050). ($3,856;896) ,(.$127,846) 

Funding Sources .' . - . .-
General Fund ............. : .. ;.;.......... $29,366 $31,541 >$24,408 -$7,139 
Outer Continental Shelf Land Act" 

Fund ...................... : .. .. .. .. .. . 350 
Benefit Audit Fund ......... ;............. 6,742 8,568 
EDD Contingent Fund .. . ; ........ ,....... 24,029 32,850 
Employment TrainingFund.............. ,130,912 104,438 
Disability Fund .. . . . . . .. . . . . . . .. . . .. . . . .. . 1,558,966 1,583,883 
Consolidated Work Progrdm Fund •. ". ,.. 302,110 433,071 
Unemployment AdmInistration Fund.:.. 343,722 394;983 
Unemployment Fund - Federal......... 1,678,274 2,176,886 
School Employees Fund....... ............ 15,422 16,860 
Reimbursements........................... 13,780 21,784 

'7,743 
39,758 
90,159 

~,6,'l5,735 
'279,106 

, 389,514 
2,260,276 

16,843 
24,614 

-350 
-'-'825 
6,908 

.,-14,279 
51,852 . 

-153,971' 
.~5,469 

83,390 
-17 

$2,830 

3.1% 
3.4 

(3.4%) 

, -0.1% 
3.5 

(3.3%) 
11.9% 
5.1 

-10.3 
-0.8% 

(-15.3%) 
(3.4,%) 

-22.6% 

-100.0 
-'-9.6 
21.0 

.,-13.7 
3.3.. 

-.35.6 
':;'1.4 

3.8 
-0.1 
13.0 
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EMPLOYMENT DEVELOPMENT DEPARTMENT-Continued 
General Fund and Contingent Fund Requests 

Item 5100 

The budget proposes a total appropriation of $64 million from the 
General Fund ($24 million) and the EDDCoJ?prigent Fund ($40 million) 
to support the EDD in 1990-91. This represents a liet decrease of $231,000, 
or -0.4 percent, from these funds as compared with estiinated current
year expenditures. The EDD Contingent Fund i~ compo~ed of revenues 
from penalties and interest levied against employers who pay their taxes 
late. Penalties from late payment of personal income t~ withh6ldings are 
transferred quarterly from the EDD Contingent Fund to the General 
Food. Remaining revenues from late payment of ur, DI; and Employ~ 
ment Training (ET) taxes, remain in the EDD Contingent Fund. At the 
end of each fiscal year, the balance 'over $1 million is transferred to the 
General Fund. 

Table 2 shows the factors resulting in the net decrease of $231,000. As 
the table shows, this decrease is priinarily due to: 

• A $7.7 million' reduction due to the proposed elimination of the 
Service Center Program. (We discuss this issue in more detail later in 
this analysis.) . 

• A $3.9 million ,reduction due to elimination of one-time expenditures 
as a result of completing the first phase of the Job Service Automa
tion System (JSAS) and a $3.9 million increase in order to complete 

. the second .. phase of the JSAS. The first phase of the automation 
project - referred to as Job Service Order Sharing - made job 
orders available to each field office within local labor market areas. 
The second phase of the JSAS was begwi in the current year aIld will 
_enable the field' offices to electromcally match job seekers with job 
orders. These matches will not only be done within local labor 
market areas, but ~so statewide. The department advises' that the 
JSAS will be fully operational by February 1, 1991. 

• A $2:6 million mcrease to expand the department's employer tax 
auditing and collection acti:vities. The EDD advises that. thisexpan
sion ,will ultimately result in an increase in. the amount of revenues 
colleCted, including General Food and EDD Contingent Fund 
momes. 

ANALYSIS AND RECOMMENDATIONS 

DEPARTMENTAL PROGRAMS AND SUPPORT . .:, . 
Proposed Staffing Changes lleflect.aVariety of'Factors 

The budget proposes a net increase of ~1l.3 personnel-years in 1990-91. 
Table 3 shows the proposed. personnel-year' changes according to the 
reason for the change. It also. shows the salaries, benefits, and operating 
expenses· corresponding to the staffing. changes. Table 4 shows how' the 
staffillg changes are distributed among the EDD's programs. 
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Table 2 
Employment Development Department" 

Proposed 1990-91 General and Contingent Fund Budget Changes 
(dollars in thousands) 

Funds available; 1989 Budget Act .................. .. 
Baseline adjustment8 
" Salary, benefit, and price increase ................ . 

Retirement rate reduction ........................ .. 
Subtotals, baseline adjushnents ................. . 

Interest on refunds and judgements ................ . 
.1989-90 expenditures (revised) ..................... :. 
Baseline adjustment8 . . 

Elimination of one-time purchases for Job Ser-
vices Automation System ........................ . 

Salary, benefit, and price increase ................ . 
Subtotals, baseline adjushnents ................. . 

Program changes 
Completion of job service automation ............ . 
Expansion of personal income tax collection and 

auditing activities ................................ . 
Unemployment Insurance automation ............ . 
Elimination of Service Center Program .......... . 
Other ............................................. " . 

Subtotals, program changes .................... .. 
1990-91 expenditures (proposed) .................... . 
Change from 1988-89 (revised): 

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

General 
Fund 
$30,727 

$856 
-36 

($820) 

$31,547 

~ 
($602) 

--:$7,741 

(-$7,741) 
$24,408 

-$7,139 
-22.6% 

Table 3 

Contingent 
Fund 
$29,987 

$2,472 
-9 

($2,463) 
~ 

$32,850 

-$3,899 
~ 
(-$2,170) 

~,906 

2,574 
1,525 
-97 

---.h!7Q 
($9,078) 
$39,758 

$6,908 
21.0% 

Employment Development Department 
Proposed Personnel-Year Changes 

and Fiscal Effect 
1990-91 

Positions 

Totals 
$60,714 

$3,328 
-45 

($3,283) 
~ 

$64,397 

-$3,899 
~ 
(-$1,568) 

$3,906 

2,574 
1,525 

-7,838 
---.h!7Q 

($1,337) 
$64,166 

-$231 
-0.4% 

Reason for Change Added Reduced Net Salaries 
Net Fiscal Effect 

Benefits OE&E Other Total 
Program changes an& legis-

lation .................... 81.6 -146.0 -64.4 -$2,474 -$644 -$424 $925-$2,617 
Workload changes .... : ...... 275.7 275.7 7,774 2,465 2,602 -1,008 

Totals ......... , .......... 357.3 -146.0 211.3 $5,300 .$1,821 $2,178 -$83 

Table 4 
Employment Development Department 

Proposed Changes in Personnel-Years by Program 
1990-91 

Other 

11,833 
$9,216 

Unemploy
ment 

Insurance 
Disability Employment . Tax Employment 
Insurance Serbice Col/ectiom Programs Totals 

Program changes and legis-
lation .. · ................... -118.3 53.9 -64.4 

Workload changes ............ 139.6 77.2 45.2 13.7 275.7 
Totals ..................... 139.6 77.2 -118.3 45.2 67.6 211.3 
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EMPLOYMENT DEVELOPMENT DEPA.RTMENT-Continued 
The major causes for the position changes in each category shown in 

Tables 3 and 4 are discussed below: 

• Program Changes and Legislation. The budget proposes a net 
decrease of 64.4 personnel-years due to program. changes and 
legislation. The major additions are due to the department's propos
.als to (1) reestablish the 49 personnel-years, which are currently 
limited term for the JTPA dislocated worker program, (2) expand 
the Youth Employment Opportunity Program using Wagner-Peyser 
10 percent funds, (3) expand the State/Local Cooperative Labor 
Market Information Program from 17 local sites to statewide, and (4) 
add 4.9 personnel-years to the Employment Training Panel for small 
business coordinators as required by Ch 926/89 (AB 28, Johnston). 
The budget also proposes a reduction of 146 personnel-years due to 
the elimination of the Service Center Program . 

• Workload Changes. The department proposes to add a net of 275.7 
personnel-years due to· increased workload. The largest workload 
increases are in the VI and DI programs. In addition, the budget 
reflects an increase of 25.8 personnel-years in the Central Collections 
Division of the Tax Branch. These personnel-years reflect the 
greater-than-expected amount of statements, denied letters, and tax 
liens generated by the. computerized Tax Accounting System. 

EMPLOYMENT SERVICES PROGRAMS 

The EDD administers Special Group Employment Services and Em
ployment Services programs in 125 Job Service as) field offices through
out the state, the majority of which are co-located with VI field offices. 
The purpose of the Special Group Employment Services Program is to 
provide special services to individuals with particular barriers to employ
ment (that is, the disabled, clients who are not proficient in English, and 
participants in the Greater Avenues for Independence Program). 

Employment Services programs include the JS Program - commonly 
referred to as the JS 90 Percent Program - and several smaller programs, 
such as the· Extended Veteran Services programs. Most of the funding for 
the JS Program is from federal Wagner~ Peyser 90 percent funds, which 
are used to operate a statewide labor exchange. The purpose of the labor 
exchange is to assist the unemployed in finding jobs by matching their 
skills with the needs of employers. The JS employees keep in constant 
touch with employers in order to keep track of job openings. 

Federal law permits the state to. use up to 10 percent of its JS grant 
funds - COnllnonly referred to as the Wagner-Peyser 10 percent funds -
for various discretionary activities. Vnder 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) 
funding experimental JS programs. 
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Budget Proposal to Eliminate the Service Center Program - the 
Legislature's Options 

.' The Legislature has three basic options with respect to the proposal to 
eliminate'the Service Center Program: (1) eliminate the program, as 
Proposed, for a General Fund savings of $7. 7 million, (2) augment the 
EDD's budget to restore all or part of the program, and (3) redirect 
resources from EDD's other employment services programs to main
tain the program. 

Backgro:'~:nd. The budget proposes to eliminate the Service Center 
Program for a General Fund savings of $7,741,000. The Service Center 
Program serv~sclients who have one or more of the following 
employment~related barriers: (1) a lack of job skills, (2) a lack of 
language skills, (3) a physical disability, (4) limited education, or (5) poor 
work habits or attitudes. The services provided include remedial educa
tion, vocational training, counseling, job search training, and special 
supportive services such as transportation. The Service Centers are 
located in nip.e JS offices in communities that have a particularly heavy 
concentration of poverty, unemployment, and welfare. These nine offices 
are located in Avalon (Los Angeles), East Los Angeles, South Central Los 
Angeles, . Ea.st Fresno, West Fresno, Richmond, San Diego, and San 
Francisco (rwo). , , ' '. 

Table 5 shows the number of total clients served by the program and 
the number and percent of clients who were placed into employment 
lasting at least 30 days during the period 1980-81 through 1988-89. As the 
table shows, during the last few years the program has seryed approxi
mately 14,500 clients per year, placing over 50 percent of them into 
employment for the minimum number of days. 

Table 5 
Employment Development Department 

Number of Clients and Plac~ments 
in the'Service Center Program 

198()..81 through 1988-89 

Year 
1980-81 ................................................ . 
1981-82 ......................................... ' ... ; ... . 
1982-83 .............. ~ ..................... ; ........... . 
1983-84 ................................................. . 
1984-85 .............. ' .... , ............................. ' .. 
1985-86 ................................................ . 
1986-87 ..........•............ ~ ......................... . 
1987-88 ... : ............................ : .............. .. 
1988-89 ................................................ . 

Clients 
13,392 
15,676 
16,027 
15,985 
15,785 
14,763 
14,508 
14,338 
14,439 

Placemenls 
5,722 
7,540 
7,313 
8,217 
8,115 
7,477 
7,500 
7,692 
7,541 

• Reflect percentage of clients placed in employment lasting at least 30 days. 

Placement 
Rate a 

43% 
48 
46 
51 
51 
51 
52 
54 
52 

Table 6 displays selected employment services programs operated by 
the EDD, their funding and staffing levels, a description of each program, 
and the number of clients served and placed into employment in the 
most recent period for which data is available. As the table shows, one 
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, '_ -" 1 " ': 

program, the Job Agents Program, is very similar to the Service Ce:t1ter 
Program in that ~t serves th~ Saxne, typeQf ,clientele, but in 37 J~ field 
offices, including 7 JS offices that are also designated as Service' Centers. 
The mam difference b~tween the Job Agents Program and the'Service 
Ceriter Program is that the Job Agents follow their clients for 00 days 
instead of 30 dliys~ Therefore, the Job Agents Program is a more intensive 
prograni. 

Proposal Is a Policy Decision for the Legislature. The budget does not 
propose legislation to eliminate the Service Center Program:. Because it 
is not clear whether action on the budget alone can serve to eliminate a 
state program, we have requested an opinion" from the Legislative 
Counsel on this issue. Whether or not separate legislation is required to 
implement the budget proposal, however, the proposal is a policy 
declsionfor the Legislature~ This is because currently there are little 
evaluation data available to measure the program's success. The Legisla-
ture has three basic options, as follows: ' ' 

1. Program Elimination. This option, the budget proposal, would not 
actually result in the elimination of all' services to the individuals who 
currently receive services from the Service CeIlters. This is because these 
individuals would be eligible to receive services through two other EDD 
programs: (1) the Job Agents Program and (2) the JS Program. To the 
extent-that Service Center clients are serVed by either of these other 
programs, however; they would probably displace other Job AgentandJS 
clients, since the budget proposes to hold staffing for these programs 
constant' at eXisting levels~ 

2. Augmentation of EDD's Budget to Restore Funds for the Service 
Center Program. This option also presents a dilemma for the' Legislature. 
On the one hand, it would allow the continuation of the program. On the 
other hand, it would require the Legislature, tQ reduce funds in some 
other portion of the budget, either by reducing funding for another 
program, or by reducing the amount in the already limited Reserve for 
Economic Uncertainties. ' 

3. Redirection of Funds Within EDD's Budget. As Table 6 shows, the 
EDD administers a variety of employment services programs with a total 
proposed budg~t' of $98 million. A portion of the funding for these 
programs comes from either the EDD Contingent Fund, federal Wagn,er
Peyser 10 percent funds, or the General Fund. These funding sources 
represent the only funding sources in the EDD's budget, over which the 
Legislature has broad discretion. Thus, the Legislature could fund the 
Service Centers using these funds, redirected from any of the p:rograms 
displayed in the table. 



Table 6 
Employment Development Department 

Employment.·Services Programs That. Receive Discretionary Funds 
Proposed 1990-91 

Program Funding/Personnel-Years 
Job Service (JS) ................ $89,881,000/1,433.4 personnel

years (PYs) ($69,296,000-
Wagner-Peyser (WP) 90 per
cent funds-nondiscretionary 
~d $20,585,000 EDD 
Contingent Fund (CF)) 

Service Centers ................. (fT,580,OOO General Fund and 
$95,000 EDD CF in 
1989-90/146 PYs) The budget 
proposes to eliminate this pro
gram.-

Job Agents ...................... $3,342,000 EDD CF/54.8 PYs 

Youth Employment Opportu- $1,373,000 WP lO percent 
nity Program ............... funds/47.7 PYs 

Project IMPACf ...........•..... $1,421,000/36.3 PYs ($2,279,000 
ill WP 10 percent funds, 
$621,000 in Employment 
Training Funds, and $521,000 
in Item 8940-001-001 General 
Fund) 

Description 
Operates in all 125 JS field of
fices. Provides a statewide la
bor exchange to assist the un
employed in finding jobs. 

Operates fu nine JS field of
fices. Provides employability 
services, such as remedial edu
catio~ and counseling. 

Job Agents are assigned to 37 
JS field offices located in ur
ban communities .. They pro
vide employability services, 
such as remedial education 
and counseling~ 

Trains 100 at-risk youth as 
youth employment specialists .. 
who then provide .seryice~ to. 
other at-risk youth. Operates 
out of 24 JS field offices in the 
Los Angeles area. 
Provides military skills. train
ing, basic skills training, and 
preemployment training in a 
six-week program. Operates at 
eight sites throughout the 
state, one of which is co
located with a JS field office. 

Clients 
940,000 unemployed individu
als in 1988-89 

14,439 clients who have at 
least one of five specified 
employment-related barriers, 
such as a lack of job skills in 
1988-89 

3,749 clients who have at least 
one of six specified em
ployment-related barriers in 
1988-89 

3,272 at-risk youth, ages 15-22 
during the period 7/1/89 
through 10/31/89 

754' economically disad~an
taged youth, ages 17-21 in 
1988-89 

Placements 
330,000 individuals placed in 
employment in 1988-89 

7,541 clients placed in employ
ment and retained a minimum 
of30 days in 1988-89 

1,891 clients placed in employ
ment and retained a minimum 
of 90 days in 1988-89 

867 placed and retained for a 
minimum of 30 days in jobs, 
school, the military, or en
rolled in a vocational program 
during the period 7/1/89 
through 10/31/89 
588 youths placed in jobs, 
school, or the military in 
1988-89 
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Table&--.Continued 
Employment· Development Department 

Employment Services Programs That Receive Discretionary Funds 
Proposed 1990-91 

Program Funding/Personnel- Years 

Deaf and Hearing Impaired $859,00p/contract, no PYs 
Project. ..................... ($533,000 WP 10 percent 

funds, $326,000 reimburse
ments) 

Project BUILD ................. $367,000 WP 10 percent funds/ 
contract, no PY s 

Native American ............... $180,000 WP 10 percent funds/ 
contract, no PY s 

Total .......................... $98,423,000 

Description 

Provides staff from five state
wide service provider agencies 
traint;ld in signing skills and 
job placement and develop
ment to provide intensive em
ployment services. Operates in 
14 IS field offices. 

Provides four,day job search 
workshops, counseling, sup
portive services and referrals 
at six honsing projects in 
Watts. 

Employs Native Americans to 
provide intensive employment 
services to other Native Amer
icans in JSfield offices· in 
Santa Rosa, 'San Jose, Bakers
field; Porterville, Bishop, Riv
erside, and San Bernardino. 

Clients 

2,144 deaf and hearing im
paired clients during the pe
riod 7/1/87 through 6/30/89 

2,070 individuals, generally res
idents of one of the six hous
ing projects, during the period 
10/1/85 through 10/31/87 

565 Native Americans during 
the period 11/1/88 through 
9/30/89 

Placements 

899 placed in jobs for a mini
mum of 32 hours per week 
and retained at least 30 days 
during the.period 7/1187 
through 6/30/89 

154 individuals placed in em
ployment and retained at least 
90 days during the period 
10/1/85 through 10/31/87 

296 placed in ajob for a mini
mum of 32 hours a week dur
ing the period 11/1/88 
through 9/30/89 . 
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As Table 6 also shows, the JS Program is by far the largest of the 
employment services programs.· Specifically, the budget proposes $89.9 
million ($69.3 million in Wagner-Peyser 90 percent. funds and $20.6 
million from the EDD Contingent Fund) for the JS Program. For the past 
few years, the Legislature has maintained the JSstaffing level constant at 
1,433.4 personnel-years, despite decreases in the federal Wagner-Peyser 
funds. The Legislature has made up the difference in funding by 
replacing the reduced federal funds with monies from the EDD Contin
gent Fund. The funding proposed in the budget is consistent with the 
Legislature's past policy of holding constant the number of personnel
years allocated to. the JS Program. 

Redirecting all or part of the $7.7 million needed to continue the 
Service Centers in 1990-91 from the JS Program.would reduce the level 
of staffing in the JS offices below the 1,433.4 personnel-year level. It would 
also, however, distribute the reduction across the entire state rather than 
focusing the cut on the nine areas served by the Service Center Program. 

Efficiencies Resulting From JS Automation Could Be Used to Free Up Funds 
for the Service Center Progrom 

We recommend that the department provide an estimate, prior to 
budget hearings, of the efficiency increases that will result from the 
completion of the IS automation project . 

. The department advises that it expects to complete the automation of 
the JS field offices in February 1991. Once completed, the project. will 
allow JS staff to electronically match job seekers with job openings 
throughout the state. 

The department expects the automation project to increase the 
efficiency of the JS staff thereby allowing an expansion in services 
provided through the program. It is also possible, however, that the 
efficiencies associated with the automation project could be used to 
soften the effect of any staff reductions in the Service Center Program by 
redirecting JS funds to that program. At the time this analysis was 
prepared, however, the department was not able to provide an estimate 
of the extent of the efficiency increases that will result from the 
automation project. Such an estimate would help the Legislature in 
evaluating the option of redirecting JS funds to finance continuation· of 
the Service Center Program. We therefore recommend that the depart
ment provide the Legislature, prior to budget hearings, with an estimate 
of the efficiency increases associated with the JS automation project. 

UNEMPLOYMENT INSURANCE PROGRAM 

The purpose of the VI Program is to reduce economic hardship by 
providing benefit payments to eligible workers who are temporarily 
unemployed. The VI benefits are financed through employer payroll 
taxes that vary according to (1) the actual experience of individual 
employers with respect to the benefits paid to their employees and 
former employees and (2) the amount of the VI Trust Fund's reserves. 
Administrative costs are paid by the federal government on the basis of 
26--80282 
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projected workload. During periods of high unemployment, the Depart
ment of Labor has traditionally provided additional funds to handle the 
increased number of VI claims. 

The budget proposes $296 million for VI administration and $2.3 billion 
for benefit payments. The level of administrative expenditures proposed 
for 1990-91 is $9.0 million, or 3.1 percent, above estimated current-year 
levels. This increase is primarily due to (1) an increase of $1.5 million to 
automate the California VI Appeals Board and (2) an increase of $6.5 
million in salaries, benefits, and operating expenses and equipment. The 
$2.3 billion proposed for VI benefits in 1990-91 is $75.9 million, or 3.4 
percent, higher than current-year benefit levels. This increase is prima
rily due to an anticipated increase in the labor force and the increase in 
the minimum wage that occurred July 1, 1986. The increase in the 
minimum wage affects VI benefits since the higher wage results in more 
persons being eligible for and receiving larger VI benefits. 

Estin;tates Will be Updated in May 
The department's estimates of VI expenditures are based on actual 

program costs through March 1989 and a forecast of trends. in the 
economy, especially as they affect unemployment. The department made 
its projections of the state's unemployment rate in June 1989, however, 
and since completing the VI estimates for the 1990-91 budget, has 
completed a revised forecast of the unemployment rate. This latest 
forecast differs from the June forecast used to prepare the budget in that 
the department is now predicting lower unemployment rates for 1990. 
This new estimate is based, in part, on national data that continues to 
indicate that the economy is growing at a relatively healthy rate. Chart 1 
shows the actual unemployment rate through December 1989 and the 
department's estimates based on its November forecast. 

Although the VI estimates used in the budget are not based on this 
lower prediction of unemployment, the department will revise its 
estimates in May. The May revision will be based on data through March 
1990· and a revised economic forecast that will reflect the most recent 
trends in the economy. Because these revised estimates will be based on 
more recent experience, they will provide the Legislature with a more 
reliable basis for budgeting 1990-91 expenditures. In addition, the VI 
estimates used in the budget do not include the effect of Ch 1146/89 (SB 
600, Roberti), which raised the maximum VI benefit level and tightened 
the eligibility requirements. The EDD advises that the May revision will 
take into account the changes made by Chapter 1146. 
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The Employment Development Department 
Forecasts That Unemployment Will Remain Low 

Quarterly Data 
1986-87 through 1991-92 

7.0% 

6.5 

6.0 

5.5 

5.0 

- Actuals through December 1989 

..... November 1989 estimates 

4.5 +----,--~-,-----,----_,_--___,-
86-87 87-88 88-89 89-90 90-91 91-92 

Capital Outlay 
We recommend deleting Budget Bill language related to lease

purchase agreements from the departmental support item (5100-001-
(01). If the Legislature approves the proposed leases, the language 
should be inserted in the department's capital outlay item (5100-301-
185), consistent with the Legislature's past practice in this respect. 

The Governor's Budget proposes an appropriation of $1,284,000 in Item 
5100-301 for capital outlay expenditures for the EDD. In addition, the 
support budget request includes Budget Bill language that would give 
the EDD authority to enter into lease purchase agreements with an 
initial option purchase price of over $2.0 million to provide office and 
parking facilities for area offices in Riverside, Bakersfield, Salinas, and 
Torrance. Our analysis of this proposed language is included in the 
Capital Outlay section in Item 5100-301-185 in the back of the Analysis. In 
order to be consistent with the Legislature's past practice, we recom
mend deleting the Budget Bill language from the department's support 
budget (Item 5100-001-870). If the Legislature approves the proposed 
leases, the language should be added to the Capital Outlay appropriation 
item (Item 5100-301-185). 
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Item 5160 

Item 5100-490 from federal 
funds Budget p. HW 147 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
This item reappropriates local assistance funds for employment and 

training programs under the federal Job Training Partnership Act 
(JTPA). The item contains Budget Bill language that allows the Employ
ment Development Department (EDD) to carry forward into 1990-91 all 
JTPA local assistance funds that 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, 1990 on the actual amount 
of JTPA local assistance funds carried over into 1990-91. 

Our analysis indicates that establishing a reappropriation 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. 

DEPARTMENT OF REHABILITATION 

Item 5160 from the General 
Fund and various funds Budgetp. HW 167 

Requested 1990-91 .......................................................................... $258,554,000 
Estimated 1989-90 ................ ; ............................ ;.............................. 250,921,000 
Actual 1988-89 ................................................................................... 235,065,000 

Requested increase (excluding amount 
for salary increases) $7,633,000 (+3.0 percent) 

Total recommended reduction ........ ;.......................................... None 
Recommendation pending ........ :................................................... 69,808,000 
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1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
S160-001-OO1--:Support 
S160-001-890-Support 
S160-10l-001-Local assistance 

Fund 
General 
Federal Trust 
General 

Amount 
$27,125,000 
1S1,820,OOO 

Statutory Appropriation-Government Code 
Section 16370 

Vending Stand Account, Special 
Deposit 

73,927,000 
2,150,000 

Reimbursements 
Total 

3,S32,OOO 
$258,S54,OOO 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Work Activity Program (WAP) and Supported Employment 670 
Program (SEP) Expenditures. Withhold recommendation 
on $69.8 million in General Fund support for the W AP and 
SEP, pending review of the May estimate and additional 
information on the budget proposal not to fund the antici
pated increase in caseload; The budget indicates that legis
lation will be proposed to amend current law in order to 
effect a $10 million savings in these programs. 

GENERAL PROGRAM STATEMENT 
The Department of Rehabilitation (DOR) assists disal?led persons to 

achieve soc.ial and economic independence by providing vocational 
rehabilitation (VR) and habilitation services. Vocational rehabilitation 
services seek to place disabled individuals in suitable employment. 
Habilitation services help individuals who are unable to benefit from VR 
achieve and function at their highest levels. 

The department has 1,882.3 personnel-years in the current year. 

MAJOR ISSUES 
-F 

Ii7f Anticipated caseload in Habilitation Program not fully 
L;.J funded, for a General Fund savings of $10 million. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes total program expenditures of $258.6 million for 
the DOR in 1990-91. This includes $101.1 million from the General Fund, 
$151.8 million from federal funds, $2.2 million from the Vending Stand 
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Account, and $3.5 million in reimbursements. Total expenditures pro
posed for 1990-91 are $7.6 million, or 3 percent, more than estimated 
current-year expenditures. ' 

The $101.1 million proposed from the General Fund for support of the 
DOR in 1990-91 is an increase of $818,000, or less than 1 percent, above 
estimated current-year expenditures. The proposed General Fund 
amount includes $27.1 million for support of the department and $73.9 
million for local assistance. ' -" 

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

Table 1 
Department of Rehabilitation 

Budget Summary 
1988-89 through 1990-91 
(dollars in thousands) 

Program 
Vocational rehabilitation .................... . 
Habilitation services ......................... . 
Support of community facilities ............ . 
Administration (undistributed) ............. . 
Administration (distributed) ................ . 

Actual 
1988-89 
$151,753 

73,602 
9,710 

(11,654) 

Totals, expenditures. . .. . . .. . . .. .. . . . . . . . $235,065 
Funding Sources 
General Fund .............................. .. 
Federal Trust Fund ......................... . 
Vending Stand Account .................... . 
Reimbursements ............................. . 
Personnel-Years 

$97,974 
130,134 

2,017 
4,940 

Est. 
1989-90 
$171,983 

70,885 
7,489 

564 
-(13,588) 

$250,921 

$100,234 
145,116 

2,108 
3,463 

Prop. 
1990-91 
$180,120 

70,686 
7,748 

(15,383) 

$258,554 

$101,052 
151,820 

2,150 
3,532 

Vocational rehabilitation. . . . . . . . . . . . . . . . . . . 1,496.8 1,651.5 1,610.0 
Habilitation services ................ ; . . . . .. 24.4 23.7 23.4 
Support of community facilities........... 13.4 14.4 14.2 
Administration....... ................. ..... 180.8 i92.7 208.0 

Change From 
1989-90 

Amount Percent 
$8,137 4.7% 
-199 -0.3 

259 3.5 
-564 --100.0 
(1,775) '~): 

$7,633 3.0% 

$818 .8% 
6,704 4.6 

42 2.0 
69 2.0 

-41.5 -2.5% 
-0.3 -L3 
-0.2 -1.4 
15,3 7.9 

Totals, personnel-years . . . . . . . . . . . . . . . . . . 1,715:4 1,882.3 1,855.6 - 26. 7 -1.4 % 

The budget proposes to reduce the number of personnel-years in the 
DOR by 26.7, or 1.4 percent, from the current-year estima.te. This is due 
primarily to technical factors associated with the number of positions 
attributable to salary savings in the current and budget years. The budget 
proposes to redirect 17.9 personnel-years from vocational rehabilitation 
services to administration in order' to' support the Statewide Computer 
Assisted Case Service automation system. The budget also proposes to 
establish one position for the IndepeJldent Living Rehabilitation Services 
Program. 

Table 2 displays the significant changes in expenditure levels proposed 
in the budget for 1990-91. The major budget changes proposed are: 

• An increase of $7 million ($751,000 from the General Fund) for case 
services in the Vocational Rehabilitation Services Program, of which 
$2.6 million would be redirected from baseline funding for grants to 
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rehabilitation facilities. The proposed General Fund increase is 
required to match an anticipated increase in federal funds. 

• A General Fund savings of $10 million by not funding the anticipated 
caseload increase in the Habilitation Program. 

Table 2 
Department of Rehabilitation 

Proposed 1990091 Budget Changes 
(dollars in thousands) 

General Fund 
1989·90 expenditures (revised) ................................... $100,234 
Cost adjustments: 

Employee compensation adjustments. . . . . . . . . . . . . . . . . . . . . . . . . . $437 
Inflation adjustments ........................................... . 
Statewide cost allocation plan increase ....................... . 
1989-90 one-time expenditures ................................ . 
Habilitation Program caseload increase ..................... ; .. 
Redirect federal funds from vocational rehabilitation ........ . 
Other .................................................... ' ....... . 

Subtotals, cost adjustments .................................. . 
Program change proposals: 

Increase base case services ... ' ................................. . 
Decrease grants to rehabilitation facilities .................. ; .. 
Revise Independent Living Rehabilitation Services Program. 
Establish two independent living center branch offices ...... . 
Cap Habilitation Program caseload ........................... . 

Subtotals, program change proposals ....................... . 
1990-91 expenditures (proposed) ................................. ' 

Change from 1989-90: 
Amount ......................................................... . 
Percent ......................................................... . 

ANALYSIS AND RECOMMENDATIONS 

-564 
10,000 

9 

($9,882) 

$751 

35 
150 

-10,000 
(-$9,064) 
$101,052 

$818 
0.8% 

VOCATIONAL REHABILITATION SERVICES 

All Funds 
$250,921 

$1,667 
1,521 

871 
-564 

13,775 
-3,775 

-207 
($13,288) 

$7,000 
-2,600 

-205 
150 

-10,QOO 
(-$5,655) 
$258,554 

$7,633 
3.0% 

Vocational rehabilitation (VR) services are provided by the depart
ment's counselors and by nonprofit organizations. Counselors (1) evalu
ate applicants 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 clients in their 
caseload, and (5) follow up to verify rehabilitation. Nonprofit organiza
tions - which include sheltered workshops, facilities for the deaf and 
blind, and independent living centers ~ provide counseling, job devel
opment, placement, and supportive services. 

The federal and state governments share in the cost of the basic VR 
services, primarily on an 8Opercent-20 percent basis. In addition, the 
federal government reimburses the DOR for the full cost of successfully 
rehabilitating certain VR clients. 

The budget proposes $180.1 million for VR services in 1990-91, which 
includes $165.7 million for direct client services and $14.4 million for state 
administrative costs. Of the total amount proposed for VR services, $25 
million is from the General Fund, $149.4 million is from federal funds, and 
$5.7 million is from fees and reimbursements. In addition to the VRfunds 
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DEPARTMENT OF REHABILITATION-Continued 
proposed for the VR Services Program itself, the budget also proposes 
$1.6 million in federal and state funds for grants and technical consulta-
tion for community rehabilitation facilities. . 

HABILITATION SERVICES 

The department serves individuals through the habilitation services 
program who are too severely disabled to benefit from the VR Services 
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 
the WAP are to (1) provide clients with stable work in a sheltered setting, 
(2) increase clients' vocational productivity and earnings, and (3) tothe 
extent possible, develop clients' potential for competitive employment. 
The major objective of the SEP is to provide training and supportive 
services to clients so that they can· engage in competitive employment. 

The budget proposes $70.7 million for habilitation services in 1990~91, 
which includes $70 million for client services and $659;000 for state 
administrative costs. Of the total amount proposed for habilitation 
services, $70.3 million is from the General Fund and $378,000 is from 
federal funds. 

Anticipated Caseload Increase in WAP and SEP Not Funded 

We withhold recommendation on $69.8 million from the General 
Fund requested for WAP and SEp, pending review of the May estimates 
of caseloads and costs and additional information on the budget 
proposal not to fund the anticipated caseload increase. 

The budget requests $69.8 million from the General Fund for W AP 
($53.5 million) and SEP ($16.3 million) iIi 1990-91. This assumes the same 
level of local assistance funding for these programs that is estimated to be 
expended in the current year. 

The DOR currently estimates that an additional $13.8 million will be 
required for caseload increases in W AP and SEP. Current law provides 
that persons with developmental disabilities have the right to habilitation 
services. The budget, however, indicates that legislation will be proposed 
to make the level of habilitation services subject to funding in the Budget 
Act and thereby permit a net $10 million General Fund saVings in these 
programs, primarily the SEP. (The remaining· $3.8 million required to 
accommodate the caseload increase would be funded by aredirection of 
federal funds from the VR Services Program.) 

At the time this analysis was prepared,· the department could not 
provide any detail on the proposed legislation. We note, however, that 
the department estimates that the budget proposal would preclude 2,552 
individuals from being . served. The impact would be primarily· on 
developmentally disabled persons who would otherwise be placed in the 
SEP. Under this program, the participants are employed in regular work 
settings - either individually or in groups - with special supervision 
from the DOR. 
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The SEP has grown significantly in recent years, showing a 40 percent 
increase in caseload from 1987-88 to 1988-89. The department, however, 
does not have data on the effectiveness of the program. 

The department will present revised estimates in May, which will be 
based on more recentcaseload and expenditure data. Because the revised 
estimates will be based on more recent information, they will provide the 
Legislature with a more reliable basis for budgeting expenditures for 
1990-91. Consequently, we withhold recommendation on the amount 
proposed for W AP and SEP, pending receipt of a detailed description of 
the Governor's proposed legislation and a review of the May estimates. 

SUPPORT OF COMMUNITY FACILITIES 

.The departm:ent supports community-based services by providing 
technical consultation and grants to rehabilitation facilities and indepen
dent living centers. 

As stated previo"psly, the budget proposes to redirect $2.6 million from 
grants for rehabilitation facilities to augment case services iIi the VR 
Services Program. 

The budget also proposes an augmentation of $150,000 from the 
, General Fund to support two independent living center branch offices in 
Kern and Riyerside CQunties. These funds will replace federal funds 
currently used for this purpose. The independent living centers provide 
services to severely disabled individuals in order to assist them in 
achieving social and economic independence. 

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 

. Dep~n.dent Children (AFDC) and the Supplemental Security In
come/State Supplementary 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 of $11 billion for 
programs administered by the department in 1990-91. This is an increase 
of $644 million, or 6.2 percent, above estimated current-yeat expendi
tures. Table 1 identifies total expenditures from all funds for programs 
administered by the DSS for the past, current, and budget years. 
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DEPARTMENT OF SOCIAL SERVICES-Continued 
Table 1 

Department of Social Services 
Budget Summary 

Expenditures and Revenues, by Program 
All Funds 

1988-89 through 1990-91 
(dollars in thousands) 

Program 
Departmental support ...................... . 
AFDC· ...................................... . 
Supplemental Security lncome/State Sup-

plementary Program b .................. . 

Special adult ................................. . 
Refugee ...................................... . 
County welfare department administra-

Actual 
1988-89 
$228,580 
4,846,163 

1,976,109 
3,357 

33,561 

Est. 
1989-90 
$273,105 

5,388,451 

2,182,412 
. 3,772 
44,782 

Prop. 
1990-91 

. $260,119 
5,847,888 

2,230,532 
4,161 

51,058 

tion • ..................................... 816,509 987,002 1,080,188 
Social services •. c ............................. 1,242,315 1,496,114 1,485,502 
Community care licensing................... 14,804 15,004 14,225 
Special adjustments - COLA •.............. 61,276 

Totals .................................... $9,161,398 $10,390,642 $11,034,949 
Funding Sources 

Item 5180 

Change From 
1989-90 

Amount Percent 
-$12,986 -4.8% 

459,437 8.5 

48,120 
389 

6,276 

93,186 
-10,612 

-779 
61,276 

$644,307 

2.2 
10.3 
14.0 

9.4 
-0.7 
-5.2 

6.2% 

General Fund c 
••.•.•..•.•..•.•.••.•..••..•.•. $5,238,647 

Federal funds b. . . • . • . . . . • . • . . • . • . • . . • . • . . . . • . 3,379,273 
$5,921,050 
3,861,121 

582,276 
15,027 
1,079 

$6,230,639 $309,589 5.2% 
7.5 
7.7 County funds.......... ................... .... 527,178 

Reimbursements.............................. 10,542 
State Children's Trust Fund. . . . . . . . . .. .. . . . . 2,073 
Foster Family Home and Small Family 

Home Insurance Fund .................. . 
Life-Care Provider Fee Fund . .............. . 
California Individual and Family Supple-

mental Grant Fund .................... . 
State Legalization Impact Assistance Grant 

funds .................................... . 
Residential Care Facilities for the Elderly 

Administration Certification Fund ..... 

• Includes county funds. 
b Excludes SSI federal grant funds. 

165 

250 

3,270 

556 
192 

9,309 

32 

4,150,363 289,242 
627,021 44, 745 
12,825 -2,202 
1,079 

157 

12,842 

23 

-556 
-35 

3,533 

-9 

-14.7 

-100.0 
-18.2 

38.0 

-28.1 

c Excludes General Fund expenditures for GAIN from Control Section 22 and other funds fo~ GAIN 
appropriated in other items in the Budget Bill. Table 8 in our analysis of the GAIN Program in Item 
5180-151-001 displays all the funds appropriated in the Budget Bill for GAIN. .. 

Table 2 shows the General Fund expenditures for cash grant and social 
services programs administered by the DSS. The budget requests a total 
of $6.2 billion from the General Fund for these programs in 1990-91. This 
is an increase of $310 million, or 5.2 percent, over estimated current-year 
expenditures. The increase is due largely to caseload increases in the 
AFDC Program. 
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Program 

Table 2 
Department of Social Services 

General Fund Expenditures 
1988-89 through 1990-91 
(dollars in thousands) 

Actual Est. Prop. 
1988-89 1989-90 1990-91 

Change From 
1989-90 

Amount Percent 
Departmental support ....................... $81,152 $109,497 $95,890 -$13,607 -12.4% 
AFDC ....................................... · .. 2,352,859 2,628,897 2,902,009 .273,112 10.4 
Supplemental Security Income/State Sup-

plementary Program .................... 1,962,347 2,165,655 2,216,846 . 51,191 2.4 
Special adult. .................................. 3,286 3,697 4,086 389 10.5 
County welfare department administration. 154,053 182,887 200,943 18,056 9.9 
Social services·. : ............................. 675,521 820,890 802,288 -18,802 -2.3 
Community care licensing ........... ; ....... 9,429 9,527 8,577 -950 -10.0 

Totals .................................... $5;238,647 $5,921,050 $6,230,639 $309,589 5.2% 

• Excludes General Fund expenditures for GAIN from Control Section 22 and other funds for GAIN 
appropriated in other items in the Budget Bill. Table 8 in our analysis of the GAIN Program in Item 
5180-151-001 displays all the funds appropriated in the Budget Bill for GAIN. 

DEPARTMENT OF SOCIAL SERVICES 

Departmental Support 

Item 5180-001 from all funds Budget p. HW 176 

Requested 1990-91 ... ,...................................................................... $260,119,000 
Estimated 1989-90 ........................................................................... 273,105,100 
Actual 1988-89' .................................................................................. 228,580,000 

Requested decrease (excluding amount 
for salary increases) -$12,986,000 (-4.8 percent) 

Total recommended reduction ............................................•...... 
Recommendation pending .......................................................... . 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-001'()()I--Support 
5180-001-131--Support 

5180-001-890--Support 
5180-011'()()I--Support 
5180-011-890-Support 
Less General Fund transfer 
Less Federal Trust Fund transfer 

Subtotal, 5180-001-131 
Reimbursements 
Welfare and Institutions Code Section 

1793-Appropriation 
Health and Safety Code Section 

1793-Appropriation 

Fund 
General 
Foster Family Home and Small 

Family Home Insurance 
Federal. 
General 
Federal 

State Children's Trust 

Life-Care Provider Fee 

116,000 
676,000 

Amount 
$95;323,000 

740,000 

153,358,000 
504,000 
236,000 

""-504,000 
...,.236,000 

(-) 
9,590,000 

79,000 

157,000 
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Departmental Support-Continued 
Chapter 434, Statutes of 1989 

Health and Safety Code Section 
1569.69-Appropriation 

ControLSection 23.50-Support 

Residential Care Facilities for 
the Elderly Administrative 
Certification 

General 

State Legalization Impact Assis
tance Grant 

23,000 

63,000 

786,000 

Total $260,119,000 

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS 
Analysis 

page 

1. Child Welfare Servi~es (CWS) - Development of Case 
Management System. Recommend that, prior to budget 
hearings, the department provide the Legislature with (a) a 
more realistic time frame for issuing the department's re
quest for proposal, (b) an estimate of the time it will take to 
resolve bidder prot.ests, and (c) a revised estimate of staffing 
needs for the budget year. 

2. Aid to Families with Dependent Children-Foster Care .:..
Group Home Audits. Withhold recommendation on $427,000 
($235,000 General Fund) pending receipt of the depart
ment's plan for 'auditing group homes in the budget year and 
an estimate of the costs of the audits. 

3. Audit Appeals. Withhold recommendation on $249,000 
($138,000, General Fund) pending information on current 
and revised, staffing requirements . 

.4. Substance ExposedlHIV-Positive In/ant Demonstration 
Project. Reduce reimbursements to Item 5180-()()1-()()1 by" 
$116,000. Recommend deletion of funding for proposed 
expansion of the pilot program because the proposed use of 
federal funds is inconsistent with federal law. 

5. Community Care Licensing - Family Day Care Licensing. 
Withhold recommendation on a proposed General Fund 
reduction of $1.4 million, which reflects a proposed restruc
turing of the Family Day Care Licensing Program. Recom- , 
mend that the department, prior to budget hearings, pro
vide the fiscal committees with specified information on the 
health and safety effects of the proposed reduction. 

GENERAL PROGRAM STATEMENT 

678 

680 

681 

682 

683 

The Department of Social Services (DSS) administers income mainte
nance, food stamps, and social services programs. It is also responsibl«;l for 
(1) licensing and evaluating nonmedical community care facilities and 
(2)' 'determining the medical/vocational eligibility of persons applying for 
benefits under the Disability Insurance Program, Supplemental Security 
In.come/State Supplementary Program (SSI/SSP), and Medi
Cal/Medically Needy Program. 

The department has 3,642.5 personnel-years in the current year. to 
administer these programs. 
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MAJOR ISSUES 

~ The budget proposes a 43 percent reduction of effort 
L;.,l in family day care licensing, for a total General Fund 

savings of $2.8 million ($1.4 million in this item). 

OVERVIEW OF THE BUDGET REQUEST ., 
The budget proposes expenditUres of $260.1 million from all, funds, 

including reimbursements, for support of the department in 1990-91.This 
is $13 million, or 4.8 percent, less than estimated current-year expendi
tures. If $19.4 million in one-time, earthquake disaster relief funds were 
removed from current-year estimated expenditures, however, the budget 
proposal would represent a 2.5 percent increase. Of the total amount 
requested, $105.7 million is from state funds ($95.9 million General Fund) 
and $154.4 million is from federal funds. Table 1 identifies the depart
ment's expenditures by program and funding source for the past, current, 
and budget years. 

Table 1 
Department of Social Services 

Expenditures for Departmental Support 
1988-89 through 199().91 
(dollars in thousands) 

Change From 
Actual Est. Prop. 1989-90 

Program 1988-89 1989-90 " ·1990-91 Amount Percent 
AFDC-Family Group and Unemployed 

... :.Parent .................................... $15,118 $16,112 $16,816 $704 4.4% 
AFDGFoster Care ........................... 3,279 4,192 4,822 630 15.0 
Child support enforcement.. ................ 10,164 12,526 12,302 -224 ~1.8 
Supplemental Security Income/State Sup-

plementary Program .................... 516 633 645 12 1.9 
Special adult. ................................. 359 345 355 10 2.9 
Food stamps .................................. 20,036 22,155 22,546' 391 1.8 
Refugee programs ............................ 5,li3 6,040 6,231 .191 3.2 
Child welfare services ........................ 4,765 6,885 1,832 947 13.8 
County services block grant ................. 1,050 1,200 1,195 -5 :"-0.4 
In-home supportive services ................. 1,688 2,241 1,982 -259 ~11.6 
Specialized adult services .................... 837 762 812 50 6.6 
Employment programs ...................... 7,127 7,737 7,885 148 1.9 
Adoptions ..................................... 8,650 10,112 10,312 '200 2.0 
Child abuse prevention ...................... 1,558 1,810 1,844 34 1.9 
Community care licensing ................... 35,321 39,941 42,272 2,331 5.8 
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Departmental $upport-Continued 
Table 1-Continued 

Department of 'Social Services 
Expenditures for Departmental Support 

1988-89 through 1990-91 ' 
(dollars in thousands) 

Change From 
Actual Est. Prop. 1989-90 

Program 1988-89 1989-90 1990-91 Amount Percent 
Disability evaluation ......................... 103,863 113,722 114,823 1,101 1.0 
Administration ............................... 9,136 7;292 7,445 153 2.1 
1989, earthquake relief ....... ; ............... 19,400 -19,400 -100.0 

Totals .................................... $228,580 $273,105 $260,119 -$12,986 -4.8% 
Funding Sources 
General Fund ................................ $81,152 $109,497 $95,890 -$13,607 -12.4% 
Federal funds ................................ 138,549 152,544 153,594 1,050 0.7 
Reimbursements .............................. 7,911 9,301 9,590 289 3.1 
State Children's Trust Fund ................. 48 79 79 
State Legalization Impact Assistance 

Grant .................................... 505 904 786 -118 -13.1 
Foster Family Home Insurance Fund . ...... 165 556 -556 -100.0 
Life-Care Provider Fee Fund ................ 192 157 -35 -18.2 
California Individual and Family Supple-

mental Grant Fund .. .......... ; ........ 250 
Residential Care Facilities for the Elderly 

Administrative Certification Fund ..... 32 23 -9 -28.1 

Proposed General Fund Changes 
Table 2 shows the changes in the department's support expenditures 

that are proposed for ,1990-91. Several of the individual changes are 
discussed later in this analysis. 

Table 2 
Department of Social Services 

Departmental Support 
Proposed 1990-91 Budget Changes 

(dollars in thousands) 

1989-90 expenditures (revised) ...................... . 
Workload adjustments 

Expiration of limited-term positions .............. . 
EIinllnation of one-time costs - disaster relief ... . 
Greater Avenues for Iiidependence - continua-

tion of limited-term po~tions ................... . 
Relinquishment adoptions program - continua-

tion of limited-term positions .................. .. 
AFDC-Foster Care (FC) and county administra-

tion audits ......................... ' ............... . 
Full-year funding of positions .................... .. 
Position reduction in Disability Evaluation Divi-

sion ............................................... . 

General 
Fund 
$109,497 

-$1,444 
-19,400 

851 

390 

138 
608 

Other................................................ 56 
Subtotals, workload adjustments................. (-$18,801) 

Other 
Funds a 

$163,608 

-$1,539 

786 

209 

III 
27 

-545 
ISO 

(-$801) 

Total 
Funds 
$273,105 

'-$2,983 
-19,400 

1,637 

, 599 

249 
635 

-545 
206 

(-$19,602) 
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Cost adjustments 
Employee compensation ........................... . 
Office expenses and equipment .................. .. 

Subtotals, cost adjustments ...................... . 
Program adjustments 

Implementation of Ch 1294/89: ................... . 
Development of child welfare services case 
management system ............................. . 
Implementation of AFDC-FC rate reform ..... . 

Community care licensing staff caseload growth .. 
FamilY.day care home licensing - program re-

duction ........................................... . 
Foster Family Home and Small Family Home 

Insurance Fund .................................. . 
Expansion of pilot program for substance-

exposed/HIV positive infants ................... . 
Other ............................................... . 

Subtotals, program adjustments ................. . 

1990-91 expenditures (proposed) .................... . 
Change from 1989-90: 

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

$1,496 
. -825 

($671) 

$904 
310 

2,827 

-1,417 

320 

~ 
($4,523) 

$95,890 

-$13,607 
-12.4% 

• Includes federal funds, special funds, and reimbursements. 

Proposed Position Changes 

$2,360 
303 

($2,663) 

$181 
-114 

-320 

116 
-1,104 

( -$1,241) 

$164,229 

$621 
0.4% 

$3,856 
-522 

($3,334) 

$904 
491 

2,713 

-1,417 

116 
~ 

($3,282) 

$260,119 

-$12,986 
-4.8% 

The budget requests authorization of 3,931 positions in 1990-91. This is 
a net increase of 70.9 positions, or 1.8 percent. The net increase consists 
of 158.5 additional positions, offset by a reduction of 87.6 positions. The 
increase is due primarily to (1) the department's proposal to establish 41 
positions (18 in AFDC-FC and 23 in Child Welfare Services [CWS]) to 
implement the requirements of Ch 1294/89 (SB 370, Presley), (2) the 
continuatipn of 31.5 limited-term positions associated with the GAIN 
Program, and (3) the addition of 32.4 positions in community care 
licensing (CCL) due to caseload growth. The decrease is primarily due to 
(1) the elimination of 50.9 positions in CCL due to restructuring of the 
Family Day Care Program and (2) the elimination of 30.5 positions in the 
Disability Evaluation Division to reflect savings due to automation. 

~NAL YSIS AND RECOMMENDATIONS 
We recommend approval of the following major change that is not 

discussed elsewhere in this analysis: 
• A decrease of $0.5 million in federal funds and 30.5 positions in the 

Disability Evaluation Division due to automation. 
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Departmental Support-Continued 
Table 3 

Department of Social Services 
Proposed Position Changes 

1990-91 

Total 
Existing Proposed Net Changes 

Program Positions Reductions Additions Positions Amount Percent 
AFDC-Family Group and Unem-

ployed Parent ................... 285.6 -0.1 0.6 286.1 0.5 0.2% 
AFDC-Foster Care .................. 47.6 24.5 72.1 24.5 51.5 
Child support. ....................... 90.2 -2.0 0.3 88.5 -1.7 -1.9 
Supplemental Security In-

come/State Supplementary 
Program ......................... 8.1 8.1 

Special adult ......................... 5.5 5.5 
Food stamps ......................... 273.5 -0.1 0.6 274.0 0.5 0.2 
Refugee programs ................... 70.9 70.9 
Immigration Reform and Control .-

Act .............................. 8.2 7.0 15.2 7.0 85.4 
Child welfare services ............... 87.0 24.6 1ll.6 24.6 28.3 
County services block grant ........ 16.6 0.3 16.9 0.3 1.8 
In-home supportive services ........ 39.3 39.3 
Specialized adult services ........... 3.9 3.9 
Employment programs .............. 48.2 31.5 79.7 31.5 65.4 
Adoptions ............................ 158.7 -0.1 12.6 171.2 12.5 7.9 
Child abuse prevention ............. 26.2 26.2 
Community care licensing .......... 793.9 -54.8 54.5 793.6 -0.3 
Disability evaluation ........ ; ........ 1,798.3 -30.5 1,767.8 . -30.5 -1.7 
Administration ....................... 98.6 2.0 100.6 2.0 2.0 

Totals ............................ 3,860,3 -87.6 158.5 3,931.2 70.9 1.8% 

Department's Schedule for the Development of the Child Welfare Services 
Case Management System Needs Revision 

We recommend that the department provide the Legislature, prior to 
budget hearings, with (1) a more realistic time/rame for issuing the 
department's request for proposal to develop the Child Welfare Services 
case management system, (2) an estimate of the amount of time it will 
take to resolve any bidder protests, and (3) a revised estimate of the 
department's staffing needs in the budget year. 

The budget proposes expenditures of $3.1 million ($2.6 million General 
Fund) to implement the provisions of Ch 1294/89 (SB370, Presley). This 
represents an increase of $1.4 million ($1.2 million General Fund) over 
current-year expenditures for this purpose. Chapter 1294 requires the 
department to implement a new rate-setting system .for foster care 
providers and to develop and implement a statewide automated Child 
Welfare Services (CWS) case management system. The budget proposal 
includes: 

• $1.4 million ($972,000 General Fund) to provide full-year funding to 
develop and implement the new rate-setting system for the AFDC
Foster Care (AFDC-FC) Program. This represents an increase of 
$491,000 ($310,000 General Fund), or 53 percent, above current-year 
expenditures. 
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• General Fund expenditures of $1.7 million to develop a CWS case 
management system. This represents an increase of $904,000, or 121 
percent, above current-year expenditures. This is due to increase~ of 
(1) $301,000 to provide full-year funding for 17.5 positions that were 
authorized in the current year and funded through an appropriation 
in Chapter 1294 and (2) $603,000 to cover the costs for the initial 
payment to the vendor who is awarded the contract for the system. 

Our analysis indicates that the department's estimate of the costs to 
implement the AFDC-FC rate reform established by Chapter 1294 is 
reas~mable. We therefore recommend approval ofthis component of the 
proposal. . 

However, we have three concerns regarding the department's pro
posal for development of the CWS case management system i1;t 1990-91: 

• The department's schedule for issuing a request for proposal (RFP) 
is unrealistic. The budget assumes that the department will issue an 
RFP for the case management system on May 1; 1990. At the time this 
analysis was prepared, however, the department advised that it will 
not complete the RFP before July 1990. In fact, we believe that it 
may be difficult for the department to achieve the July deadline. This 
is because the department has not filled all of the positions it 
estimated it would need to complete the RFP in the current year. 
Specifically, the department has filled only three of the 17.5 positions 
funded by Chapter 1294 in the current year for development of the 
case management system. To the extent that the department fails to 
meet the July deadline for issuing the RFP, other aspects of the 
development of the system will also be. delayed. in the budget year. 

• The department has not included in its timetable or budget the 
potential for contractor protests. It is standard practice among state 
agencies to build into their automation system development sched
ules a period of time for contractor protests. For example, the 
department is estimating that it may take as much. as six months to 
resolve contractor protests for its proposed. statewide automated 
child support system. However, the department's CWS case manage
ment system development schedule does not include time to resolve 
any protests that might arise. This could affect (1) the department's 
staffing needs to manage the contract and (2) the timing of the initial 
payment for the vendor who is awarded the contract. 

• The proposal includes funds for staff activities that will not be 
performed in the budget year. The department estimates that it will 
require the equivalent of two full-time staff to perform tasks, such as 
writing a training manual for users of the case management system 
and developing procedures to monitor enhancements to the system 
that cannot be undertaken until the department determines how the 
system will operate. Since the department's current schedule as
sumes that the contract for design of the system will be awarded in 
March 1991, we believe that it is unlikely that the department will be 
able to begin performing. these types of tasks in the budget year. 
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In enacting Chapter 1294, the Legislature recognized that the case 

management system represents a major· opportunity to improve the 
performance of the program. by (1) improving the ability of social 
workers to manage their clients' cases and (2) providing social workers, 
county administrators, the Department of Social.Services (DSS) , and the 
Legislature with the information about children and families they need in 
order to effectively operate, manage, and monitor the CWS and the 
AFDC-FC programs. Thus, it is especially important that the department 
develop a quality system. In order to allow the Legislature to Closely 
monitor the department's development effort, therefore, we recommend 
that the department provide the Legislature, prior to budget hearings, 
with (1) a more realistic timeframe for issuing the RFP, (2) an estimate 
of the amount of time it will take to resolve any bidder protests, and (3) 
a revised estimate of the department's staffing needs in the budget year. 

Proposal for Group Home Audits Lacks· Justification 

We withhold recommendation on $427,000 ($235,000 General Fund) 
for foster care group home audits, pending receipt of (1) the depart
ment's plan for auditing foster care group homes under the provisions 
of Chapter 1294 and (2) its estimate of.the costs of the audits .. 

The budget includes $427,000 ($235,000 General Fund) to cover the 
costs of foster care group home audits. According to the department, this 
is because the department intends to continue performing fiscal audits of 
group home providers under the new rate-setting system established by 
Chapter 1294. 

In the current year and in previous years, the department has 
contracted with the State Controller's Office (SCO) to audit the cost 
reports of one-third of the group homes in the state each year. This 
practice allowed the SCO to audit each group home once every three 
years. This frequency of auditing is warranted under the current 
rate-setting system because each group home is paid a rate for the board 
and care of foster care children that is based on the home's reported costs. 
Under the provisions of Chapter 1294, however, group homes will be paid 
a flat rate, beginning in July 1990, that is based on the level of services 
they provide, not on each home's reported costs. Accordingly, the 
department cancelled its contract with the SCO for group home audits in 
the current year. The department has not eliminated the funds for the 
contract from its budget, however. 

According to the department, this is because the department intends to 
develop a plan for auditing group homes, pursuant to the requirements 
of Chapter 1294. Chapter 1294 requires the department to perform fiscal 
audits "as needed" to collect cost data. This cost data would potentially be 
useful to the Legislature in 1993 in adjusting the flat rates enacted in 
Chapter 1294. In fact, the measure states the Legislature's intent to 
develop a system for updating the rates to take effect in 1993. (It is 
important to note that the budget inCludes $355,000 and 5.7 personnel
years to review the level of care that each group home provides to ensure 
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that the level of care justifies the rate of payment that the homes actually 
receive under the new rate-setting system.) 

We believe that the department could maintain reliable cost data 
without auditing all group homes. Specifically, under the provisions of 
Chapter 1294, the department could audit a sample of representative 
group homes across the state to obtain information .about the costs 
incurred by the average group home. Moreover, since the cost data will 
not be needed until 1993, it is not clear that any audits would have to be 
performed in 1990-91. At the time this analysis was prepared, however, 
the department had not provided a plan, or any cost estimate to 
implement the requirements of Chapter 1294. We therefore withhold 
recommendation on the proposed funding for foster care group home 
audits, pending receipt of (1) the department's plan for auditing foster 
care· group homes under the provisions of Chapter 1294 and (2) its 
estimate of the costs of the audits. 

Audit Appeals Workload Justification Is Incomplete 
We withhold recommendation on $249,000 ($138,000 General Fund 

and $111,000 federal funds) and 3.3 personnel-years for audit appeals 
support pending receipt of information on current and revised staffing 
requirements. 

Background. As noted above, under the current· foster care group 
home rate-setting system, th~ department audits group homes once 
every three years. When these audits determine that· a group home has 
been overpaid, the department s.eeks recoupment of the overpayments. 
Before the department can recoup any overpayments, however, the 
affected provider has the right to due process through an administrative 
appeal process. Under the new rate-setting system enacted by Chapter 
1294, the department will seek to recoup overpayment whenever a 
review of the service level provided by a group home determines that the 
home provided a lower level of service than the level of service on which 
its rate was based. 

State regulations also currently provide that when a state audit of 
county administrative expense claims results in demand for repayment of 
state and federal· funds, the county is entitled to an administrative 
hearing. 

Budget Proposal. The budget propOSeS an increase of $249,000 
($138,000 General Fund and $111,000 federal funds) for. the extension of 
3.5 limited-term positions (3.3 personnel-years) to process current and 
backlogged appeal hearings. The department advises that the backlog is 
largely due to group home audit appeals and county administrative 
appeals. 

At the time this analysis was prepared, the department had not 
provided the following information necessary to evaluate this request: 

• Information on how the past and current workload has been 
processed, which resulted in the large backlog. The department 
reports that, since 1986-87, it has used several limited-term positions 
to reduce a large backlog of state audit appeals and other hearing·and 
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legal work. The department has not provided workload and staffing 
information from previous years, however, to explain the continued 
accumulation of backlogged cases. Further, the department has not 
provided a timetable for elimination of the backlogged cases with the 
requested staff. 

• Estimate of the effect of Chapter 1294. As noted above, the basis for 
identifying overpayments will change under the new group home 
rate-setting procedure enacted by Chapter 1294. The department has 
not, however, accounted for the effect of Chapter 1294 on its 
projected audit appeals workload. 

We therefore withhold recommendation on the proposed funding for 
audit appeals support pending receipt of (1) information regarding past 
workload and staffing patterns that have produced the backlog of cases 
awaiting appeal and (2) revised workload and staffing estimates based on 
the provisions of Chapter 1294. 

Proposed Funding Source for Pilot Expansion Is Inappropriate 

We recommend deletion of funding for the proposed expansion of the 
DSS' foster care pilot program because the proposed use of federal 
funds is inconsistent with federal law. (Reduce reimbursements to Item 
5180-001-001 by $116,000.) 

. The budget proposes an increase of $116,000 in reimbursements to this 
item and $500,000 in reimbursements to the DSS social services item 
(Item 5180-151-001) to expand implementation of a foster care pilot 
program. Under the provisions of the proposal, the DSS would receive 
federal Alcohol, Drug Abuse, and Mental Health Services funds from the 
Department of Alcohol and Drug Programs to provide support services to 
foster parents of substance-exposed and HIV-positive infants. We recom
mend deleting funding for the expansion because the proposal is 
inconsistent with the federal criteria for use of these funds. We discuss the 
proposal in further detail in our analysis of the DSS social services item 
(please see Item 5180-151-001). 

COMMUNITY CARE LICENSING DIVISION 

The Community Care Licensing (CCL) Division develops and en
forces health and safety regulations concerning community day care and 
24-hour residential care facilities for the mentally ill, the developmentally 
disabled, the elderly, and socially dependent children, as well as child day 
care facilities. 

Budget Proposes a Workload-Related Increase 

We recommend approval. 
The budget proposes an increase of $2,827,000 from the General Fund 

and a $114,000 reduction in federal funds, for a net increase of $2,713,000 
(39.3 personnel-years), to fund workload growth and facilities reorgani
zation. Of the 39.3 additional personnel-years requested by the depart
ment, 30.3 permanent positions are proposed to meet increased workload 
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due to an expected 5.3 percent increase in the number of licensed 
community care facilities for 1990-91. The remaining 9 personnel-years 
are one-year, limited-term positions necessary to address a prior-year 
backlog of legal actions against licensed community care facilities. In 
addition, this proposal includes funds to lease and equip new regional 
offices in San Diego, Los Angeles, and the San Jose area. The depart
ment's proposal appears reasonable. We therefore recommend approval. 
Budget Proposes to Restructure Family Day Care Licensing Program 

We withhold recommendation on the proposed General Fund reduc
tion of $1,417,(X)(), which reflects a proposal to restructure the Family 
Day Care Licensing Program. We recommend that the department, 
prior to budget hearings, provide the fiscal committees with (1) data 
that indicate the number and relative significance of enforcement 
actions that would not occur as a result of the proposal, (2) data that 
substantiate the department's ability to absorb ongoing workload with 
reduced staff, and (3) the implementing legislation for this proposal. 

The Department of Social Services (DSS) and certain counties, under 
contract with the department, .license family day care homes. Tliese 
homes provide child day care services for up to 12 children in the 
provider's own home. The budget proposes a General Fund reduction of 
$1.4 million, and a reduction of 34.6 personnel-years. The 34.6 personnel
years represents a 43 percent reduction in the current DSS family day 
care licensing staff. As discussed in our analysis of Item 5180-161-001, 
moreover, the department would no longer reimburse counties for 
certain activities associated with family day care licensing, thereby 
achieving an additional $1,408,000 in General Fund savings. The depart
ment advises that it will propose legislation to implement the program 
changes needed to accommodate this reduction. At the time this analysis 
was prepared, however, the department had not submitted the proposed 
legislation. 

According to the department, the proposed restructuring would 
eliminate the following licensing activities: 

• Processing of Renewal Applications. State law requires family day 
care operators to submit an application for license renewal every 
three years. The department proposes to eliminate this requirement. 

• Renewal Visits. The evaluation of a renewal application currently 
includes a site visit and a plan of correction for any deficiencies 
discovered during the visit. Under the department's proposal to 
eliminate the renewal process, these visits would no longer occur. 

• Evaluation Visits. State law requires evaluators to annually make 
unannounced site visits to 10 percent of all licensed family day care 
homes (about 2,260 site visits in 1990-91, based on the department's 
caseload estimate of 22,597 homes). The department's proposal 
would eliminate these visits. The result of eliminating the 10 percent 
annual visits would be that evaluators would only visit homes to 
investigate complaints. 

In addition, the proposed restructuring would require submission of all 
complaints of unlicensed activities in writing. Current law requires 
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evaluators to investigate reports of unlicensed operation of a family day 
care home. If a report is substantiated, the state .may order such a home 
to stop operating, assess civil penalties, and/ or pursue criminal prosecu
tion. The department indicates that requiring written complaints will 
reduce the number of unsubstantiated complaints received, and thereby 
reduce its evaluators' workload. 

Data to Support Proposal Not Available 
The budget proposal to restructure· the Family Day Care Licensing 

Program is a policy issue for the Legislature. At the time this analysis was 
prepared, however, the department had not provided sufficient informa
tion to enable the Legislature to assess the proposal's potential effects on 
the health arid safety of children in family day care homes. 

Specifically, the department could not provide the following data, 
which we believe would enable the Legislature to evaluate the depart
ment's assertion that its proposal would not adversely affect the health 
and safety of children: (1) the proportion of all administrative actions 
against family day care homes that currently result from complaints 
against licensed facilities, license renewal and renewal visits, complaints 
of unlicensed activity, and evaluation site visits, (2) the number of 
complaints about unlicensed operators received in 1986-87, 1987~88 and 
1988-89 and the number of these complaints that were substantiated upon 
investigation, (3) the number of unlicensed activity complaints that the 
department anticipates receiving under the proposed restructuring, (4) 

. an assessment, based on existing workload standards, of the ability to 
absorb the investigation of these complaints within the proposed reduced 
staffing levels, and (5) details of the implementing legislation for this 
proposal. We therefore recommend that the department, prior to budget 
hearings, provide the fiscal committees with the above information. 

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 177 

Requested 1990-91 ......................................................................... $5,614,489,000 
Estimated 1989-90 ................. '.. ........................................................ 5,170,218,000 
Actual 1988-89 .................................................................................. 4,650,967,000 
. Requested increase $444,271,000 (+8.6 percent) 

Recommendation pending ........................................................... 5,614,489,000 
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1~91 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-10l-001-Payments for children 
5180-101-890-Payments for children 
Control Section 23.50-local assistance 

General 
Federal 

Fund 

State Legalization Impact Assis
tance Grant 

Amount 
$2,902,009,000 
2,710,756,000 

1,724,000 

Total $5,614,489,000 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Aid to F;unilies with Dependent . Children (AFDC) Esti- 692 
mate. Withhold recommendation on $5.6 billion ($2.9 billion 
General Fund) pending review of revised estimates in May. 

2. AFDC-Family Group (AFDC-FG) and Unemployed Parent 692 
(AFDC-U) Statutory COLA. The budget proposes to sus-

. pend the statutory COLA for AFDC-FG and U recipients for 
a savings of $229 million ($104 million General Fund). 

3. AFDC-FG Caseload. The department estimates that growth 693 
in AFDC-FG caseloadsduring 1989-90 and 1990-91 will be 
double the average annual rate experienced during the 
previous eight-year period. 

4. Seriously Emotionally Disturbed (SED) Children in Foster 698 
. Care. The budget proposes to eliminate foster care grants to 
these children, for a savings to the Foster Care Program of 
$27.4 million ($26 million General Fund), which would be 
offset by a $26 million General Fund increase to the State 
Department of Education to continue providing for the 
board and care of these children. 

5. Child Support Enforcement - Performance Enhancement 707 
Process. Recommend adoption of supplemental report lan
guage requiring the Department of Social Services (DSS) to 
incorporate into the state plan a specified admiriistrative 
review procedure for low~performing counties. 

·6. Child Support Enforcement - Supplemental State Incen- 713 
tives. Reduce Item 5180-101-001 by $2,653,000. Recommend 
reducing the amount proposed for supplemental state incen-
tive payments by $2.7 million due to overbudgeting the 
statutory requirement. 

7. Child Support Enforcement - Job Opportunities and Basic 714 
Skills Training GOBS) Demonstration Project. Recommend 
that the DSS report to the fiscal committees as to whether 
the department intends to apply for the federal demonstra-
tion project to evaluate the benefits of permitting unem
ployed noncustodial parents who have child support obliga-
tions to participate in the JOBS Program. 

8. Adoption Assistance Program. Recommend that the Legis- 720 
lature adopt supplemental report language requiring the 
DSS to report on its proposal for establishing standards 
linking the amount and duration of grants to the extent of 
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the child's special needs and the resources available to 
adoptive parents. 

GENERAL PROGRAM STATEMENT 
The Aid to Families with Dependent Children (AFDC) Program 

provides cash grants to certain families and children whose income is not 
adequate to provide for their basic needs. Specifically, the program 
provides grants to needy familil:ls and children who meet the following 
criteria. . . 

AFDC-Family Group (AFDC-FG). Families are eligible for grants 
under the 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 553,300 f~es will receive 
grants each month through this program. 

AFDC-Unemployed Parent (AFDC-U). Families are eligible for 
grants under the AFDC-U Program if they have a child who is fulancially 
needy due to the unemployment of one or both parents. In the current 
year, an average of 70,300 families will receive grants each month through 
this program. 

AFDC-Foster Care (AFDC-FC). Children are eligible for grants. under 
the AFDC-FCProgram if they are living with a licensed or certified 
foster care provider under a court order or a voluntary agreement 
between the child's parent(s) and a county w~lfare or probation 
department. In the current year, an average of 56,700 children will 
receive grants each month through this program. 

In addition~ the Adoption Assistance Program provides cash grants to 
parents who adopt children who have special needs. In the current year, 
an average of 9,100 children will receive assistance each month through 
this program. 

OVERVIEW OF THE BUDGET REQUEST 
The budget anticipates expenditures of $5.8 billion ($2.9 billion from 

the General Fund, $2.7 billion in federal funds, and $233 million in county 
funds) for AFDC cash grants in. 1990-91, including $L7million proposed 
in Control Section 23.50 for assistance to newly legalized persons under 
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the federal Immigration Reform and Control Act (IRCA). Table 1 shows 
expenditures for AFDC grants by category of recipient for 1988-89 
through 1990-91. As the table shows, the AFDC-FG program accounts for 
$4.3 billion (all funds) , or 72 percent, of total' estimated grant costs under 
the three major AFDC programs (excluding child support collections). 
The Unemployed Parent Program and the Foster Care Program each 
account for 14 percent of the total. 

/ MAJOR ISSUES 

~ The budget proposes to suspend the statutory COLA 
L;.J for AFDC-FG and U recipients in 1990-91, for a Gen

eral Fund savings of $112 million. 

~ The department estimates that AFDC-FG caseloads 
L;.J will grow by 4.7 percent in 1989-90 and, 1990-91, 

which is double the average annual rate during the 
previous eight-year period. 

Iii7I' The budget proposes $26 million from the Ge, neral 
L;.J Fund for a new transitional child care program. 

l!1 The budget proposes to eliminate foster care grants 
for seriously emotionally disturbed children, for a 
General Fund savings'of $26 million in the foster care 
program, offset by an equal increase in the State 
Department of Education budget. 



Recipient Category 
Family group .................... . 
Unemployed parent ............ . 
Foster care ...................... . 
Adoptions program ............. . 
Child support incentive pay-

ments to counties .......... . 
Child support collections ....... . 
Transitional child care .......... . 

Subtotals ...................... . 
AFDC cash grants to refugees: 

Time-expired ................. . 
Time-eligible .................. . 

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

Table 1 
Expenditures for AFDC Grants by Category of Recipient 

1988-89 through 1990-91 
(in thousands) 

Actual 1988-89 Estimated 1989-90 Proposed 1990-91 
State Federal County Total State Federa( County Total State Federal Counti/-Totiil 

$1,699,010 
302,181 
407,798 
21,085 

$1,897,907 
338,414 
117,830 

7,810 

$204,052 $3,800,969 $1,843,921 $2,016,454 
35,022 675,617 332,016 414,817 
21,88/l547,516 500,094 169,114 

28,895 30,107 11,704 

$223,459 $4,083,834 $1,963,035 $2,121,442 $237,893 $4,322,370 
40,484 787,317 356,190 419,752 43,415 819,357 
26,320 695,528 605,348 210,220 31,856 847,424 

41,811 38,211 14,952 53,163 

17,494 34,026 -54,538 -3,018 25,775 36,629 -62,404 26,736 39,289 -66,025 
-94,709 -97,879 -11,228 -203,816 -105,459 -109,839 -12,617 -227,915 -113,975 -119,639 -13,740 -247,354 

2,443 2,442 4,885 26,464 26,464 52,928 
$2,352,859 $2,298,108 a $195,196 $4,846,163 $2,628,897 $2,541,321 a $215,242 $5,385,460 $2,902,009 $2,712,480 a $233,399$5,847,888 

($215,608) ($199,656) ($24,397) ($439,661) ($251,961) ($273,184) ($30,634) ($555,779) ($303,931)($330,624) ($36,937) ($671,492) 
(74,299) ~ (74,299) (70,299) ~ (70,299) (24,708)~' (24,708) 

$2,352,859 $2,298,108 $195,196 $4,846,163 $2,628,897 $2,541,321 $215,242 $5,385,460 $2,902,009$2,712,480 $233,399 $5,847,888 .' 

a Includes State Legalization Impact Assistance Grant (SLIAG). 
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Increases in Current-Year AFDC Grant Costs. The department 
estimates that AFDC expenditures in the current year will exceed the 
amount appropriated in the 1989 Budget Act by $134 million ($76 million 
General Fund). Table 2 shows the factors resulting in this net increase 
and shows that the main increases include: 

• A $104 million ($33 million General Fund) increase for higher-than
anticipated AFDC-FG caseloads and increased costs per case based 
on more recent data than was used when the budget was adopted. 

• A $25 million General Fund increase due to the reduction in the time 
limit on federal eligibility for 100 percent federal funding of pro
grams providing welfare assistance to refugees. 

Table 2 
Department of Social Services 

Proposed 1990-91 Budget Changes for the AFDC Program 
(dollars in thousands) 

1989 Budget Act (Item 5180-101) ................................ . 
1989 Budget Act (Item 5180-181) ................................ . 
SLIAG ............................................................ . 

Totals, 1989 Budget Act ..................................... . 
Adjustments to appropriations: 

AFDC-FG&U 
Increase in caseload estimate ............................... . 
Change in Refugee Program ................................ . 
Reestimate of homeless assistance .......................... . 
Reestimate of Greater Avenues for Independence (GAIN) 

savings 
Other changes 
SLIAG ........................................................ . 

Subtotals, AFDC-FG & U ................................... . 
AFDC-FC 

Reestimate of basic caseload and grant costs ............... . 
Chapter 1294, Statutes of 1989 (foster family home 

COLA) ..................................................... . 
Other changes ............................................... . 
SLlAG ........................................................ . 

Subtotals, AFDC-FC ......................................... . 
Child support enforcement program 

Increased collections ......................................... . 
Increased incentive payments ............................... . 

Subtotals, child support enforcement ....................... . 
Adoption Assistance Program reestimate ..................... . 
Transitional child care ......................................... . 

Total changes ................................................ . 
1989-90 expenditures (revised) .................................. . 

1990-91 adjustments: 
AFDC-FG&U 

Caseload increase ............................................ . 
Change in Refugee Program ............ : ................... . 
Chapter 1285, Statutes of 1989 (beginning date of aid) a •••• 

Reduced GAIN savings ...................................... . 
Proposed settlement of WRL v. McMahon ................. . 

General Fund 
$2,450,834 

101,918 

$2,552,752 

$32,528 
25,169 
2,836 

-705 
2,519 

($62,347) 

-$1,346 

9,500 
1,737 

($9,891) 

-$1,112 
1,270 
($158) 

$1,306 
2,443 

$76,145 
$2,628,897 

$75,033 
31,891 
21,838 
19,762 

-6,806 

All Funds 
. $5,021,795 

224,302 
5,205 

$5,251,302 

$104,149 

6,248 

-4,180 
6,078 

-2,567 
($109,728) 

$7,898 

14,700 
446 

-1,034 
($22,010) 

-$1,982 

( -$1,982) 
-$483 

4,885 
$134,158 

$5,385,460 

$190,424 

48,030 
44,310 

-15,550 
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Table 2-Continued 

Department of Social Services 
Proposed 1990-91 Budget Changes for the AFDC Program 

(dollars in thousands) 

Other changes ............................................... . 
· SLIAG ......................................................... . 
Subtotals, AFDC-FG & U ................................... . 

AFDC-FC 
Increase in basic caseload and grants costs ................. . 
Elimination of grant costs for seriously emotionally dis-

turbed children ......................................... . 
Chapter 1294, Statutes of 1989: 
Foster family home COLA ................................. . 
New group home rate-setting system ...................... . 

Other changes ............................................... . 
SLIAG ........................................................ . 
Subtotals, AFDC-FC ......................................... . 

Child support enforcement program 
Increased collections ......................................... . 
Increased incentive payments ............................... . 

· Subtotals, child support .enforcement ....................... . 
Adoptions Assistance Program ................................. . 
Transitional child care ......................................... . 

Total adjustments ............................................. . 

1990-91 expenditures (proposed) ................................ . 
Change from 1989-90 Budget Act: 

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

Change from 1989-90 estimated expenditures: 
Amount ......................................................... . 
Percent .......................................................... . 

General Fund 
1,570 

($143,288) 

$82,731 

-26,030 

18,065 
28,741 
1,747 

($105,254) 

-$8,516 
961 

( -$7,555) 
$8,104 
24,021 

$273,112 

$2,902,009 

$349,257 
13.7% 

$273,112 
10.4% 
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All Funds 
3,281 

81 
($270,576) 

$117,813 

-27,400 

27,985 
37,613 

-4,154 
39 

($151,896) 

-$19,439 

(-$19,439) 
$11,352 
48,043 

$462,428 

$5,847,888 

$596,586 
11.4% 

$462,428 
8.6% 

• These costs are contingent on court approval of a proposed settlement of the Welfare Recipients League 
(WRL) v. McMahon court case. 

Budget Proposes Several Major Increases in AFDC Expenditures in 
1990-91. The budget proposes expenditures for AFDC grants in 1990-91 of 
$5.8 billion. This is $462 million, or 8.6 percent above the total of $5.4 
billion estimated for the current year. The total General Fund request of 
$2.9 billion is $273 million, or 10 percent, above the estimated $2.6 billion 
for the current year. Table 2 shows the factors resulting in the net 
increase of $462 million proposed for the AFDC Program in 1990-91. We 
discuss the AFDC-FG and U caseload increase, the transitional child care 
proposal, the proposed elimination of grants for SED children, and the 
increases in the Adoption Assistance Program in detail later in this 
analysis of the AFDC item. The major changes not discussed elsewhere in 
this analysis are as follows: 

• A $118 million ($83 million General Fund) increase in the AFDC-FC 
Program primarily due to (1) anticipated caseload growth of 11 
percent and (2) an estimated 4.5 percent increase in the average 
foster care grant. While the foster care increase is substantial, it is 
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consistent with the program's growth in recent years. We discussed 
this growth in our 1989-90 A nalysis (please see page 579). 

• A $44 million ($20 million General Fund) increase due to reduced 
AFDC savings resulting from the Greater Avenues for Independence 
(GAIN) Program in 1990-91, reflecting the reduction in funding for 
the GAIN Program (please see our analysis of Item 5180-151-001 for 
a discussion of the proposed reductions in funding for services 
provided through the GAIN Program). 

• A $38 million ($29 million General Fund) increase in the AFDC-FC 
Program to implement the group home rate-setting system estab
lished by Ch 1294/89 (SB 370, Presley). Under prior law, group home 
providers received a rate that was based on their actual costs. Under 
Chapter 1294, beginning July 1, 1990, however, group homes will 
receiv~ a rate that is based on the service they provide. 

• A net $32 million ($15 million General Fund) increase primarily due 
to an earlier date for granting aid under the AFDC Program, as 
potentially required by Ch 1285/89 (SB 991, Watson). These costs are 
contingent on the approval of a proposed settlement in the Welfare 
Recipients League v. McMahon court case: 

• A $32 million increase in General Fund costs due to a reduction in 
the time limit on federal eligibility for 100 percent federal funding of 
AFDC grants to refugees. Specifically, effective January 1, 1990, the 
federal government reduced from 24 to 4 the number of months for 
which it will pay 100 percent of .the costs of AFDC grants to eligible 
refugees. The effect of this change is to shift to the state and counties 
a portion of the grant costs formerly paid by the federal government. 

• A $28 million ($18 million General Fund) increase in the AFDC-FC 
Program to fund the cost-of-living adjustments (COLAs) for foster 
family homes that are required by Ch 1294/89. Chapter 1294 requires 
that foster family homes receive a 12 percent COLA, effective 
January 1, 1990, and a 5 percent COLA, effective July 1, 1990. 

The $462. million increase proposed for 1990-91 represents an 8.6 
percent increase over the department's revised estimate of expenditures 
in the current year. The level of eXpenditures proposed in the budget, 
however, is $597 million, or 11 percent, above th~ amount appropriated 
by the 1989 BUclget Act. 

Number of Persons Receiving Assistance to Increase in 1990-91. Table 
3 shows that in 1990-91, the Department of Social Services (DSS) expects 
AFDC recipients to increase by 103,500 persons, or 5.5 percent, from the 
revised estimate in 1989-90. As the table shows, this increase reflects an 
addition of 81,000 persons~ or 5.5 percent, in the AFDC-FG Program, an 
increase of 14,300 persons, or 4.3 percent in U caseload, and an increase 
of 6,400 children, or 11 percent, in the AFDC-FC Program. 



692 I HEALTH AND WELFARE Item 5180 

Aid to Families With Dependent Children-Continued 
Table 3 

Department of Social Services .. 
Aid to Families with Dependent Children 

Average Number of Persons Receiving Assistance Per Month 
. 1988-89 through 1990-91 . . 

Actual Est. Prop. Change From 1989-90 
Program 1988-89 1989-90 1990-91 Amount .. Percent 
AFDC-family group ......................... . 1,417,419 1,484,100 1,565,100 81,000 5.5% 
AFDC-unemployed parent ...... : .......... . 329,941 330,500 344,800 14,300 4.3 
AFDC-foster care ........................... . 50,443 58,100 64,500 6,400 11.0 

Subtotals, AFDC ........................ . (1,797,803) (1,872,700) (1,974,400) (101,700) (5.4%) 
Adoption assistance ......................... . 7,190 9,100 10,900 1,800 19.8% 
Refugees' 
-Time-eligible .............................. . (37,660) (30,488) (14,334) (-16,154) (-53.0%) 
-Time-expired .............................. . . (196,697) (235,390) (345,025) (109,635) ~) 

Totals ................................... . 1,804,993 1,881,800 1,985,300 103,500 5.5% 

a During 1988-89, grants to refugees who had been in the United States 24 months or less (tiine-eligible) 
were funded entirely by the federal government. Beginning in January 1990, the federal government 
has reduced from 24 to 4 the number of months for which it will pay 100 percent of the costs of these 
grants. After this 4-month period, eligible refugees may qualify and receive AFDC grants supported 
by the normal funding sharing ratio. . 

ANALYSIS AND RECOMMENDATIONS 

AFDC Estimates are Expected to Change in May 
We withhold recommendation on $5.6 billion ($2.9 billion General 

Fund and $2.7 billion federal funds) requested for AFDC grant 
payments pending receipt of revised estimates of costs to be submitted 
in May. 

The proposed expenditures for AFDC grants in 1990-91 are based on 
actual caseloads and cO!'ts through June 1989, updated to reflect the 
department's caseload and cost projec~ons through 1990"9L In May, the 
department will present revised e~timates of AFDC costs based on actual 
caseload and grant costs through December 1989. Because the revised 
estimate of AFDC costs will be based on more recent and accurate 
information, we believe, it will provide the Legislature .with a more 
reliable basis for budgeting 1990-91 expenditures. Therefore, we withhold 
recommendation on the amount requested for AFDCgrant costs pend-
ing review of the May estimate. . . 

Budget Proposes to Suspend Statutory· COLA 
The budget assumes the enactment of legisiation suspending the 

statutory COLA of 4.62 percent for AFDC-FG and U recipients for a 
savings of $247 million ($112 million General Fund). . 

Current state law requires that the AFDC-FG and U grant levels be 
adjusted, effective July 1, 1990, based on the change in the California 
Necessities Index (CNI) during calendar year 1989. The Commission on 
State Finance is required to calculate the CNI, which is based on 
December-to-December changes in inflation indexes reported for Los 
Angeles and San Francisco. The commission has determined that the 
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actual change in the CNI for calendar year 1989 is 4.62 percent. 
The budget assumes enactment of legislation to waive the requirement 

for a, COLA for AFDC-FG and U grants in 1990-91. The cost of providing 
the COLA would add $247 million ($112 million General Fund, $121 
million federal fun:ds, and $14 million county funds) to AFDC-FG and U 
grant costs in 1990-91 as compared to the amounts proposed in the 
budget. 

Table 4 displays the AFDC-FG and U grants for 1989-90 and for 1990-91 
with no COLA (the Budget Bill proposal) and with a COLA of 4.62 
percent. 

Table 4 
Department of Social Services 

Maximum AFDC-FG and AFDC-U Grant Levels 
1989-90 and 1990-91 

Fami[ySize 
1 .............................. . 
2 ............................. .. 
3 .............................. . 
4 .............................. . 
5 ............................. .. 

1989-90 
$341 
560 
694 
824 
940 

Budget Proposal 
(No COLA) 

$341 
560 
694 
824 
940 

1990-91 
Statutory 

Requirement a 

$357 
586 
726 
862 
983 

a Asswnes a 4.62 percent COLA, effective July 1, 1990, based on the change in the CN!. 

The Department Is Investigating the Unusually High AFDC-FG Caseload 
Growth 

Accordtng to the department's estimates, the AFDC-FG dependency 
rate in 1990-91 will be at its highest level since 1976-77, while the 
unemployment rate will be lower than at any time during the period 
1972-1990. 

Department Estimates Higher-than-Normal Caseload Growth. As 
shown ill Table 2, the budget includes $190 million ($75 million General 
Fund) for increased costs associated with higher AFDC-FG and U 
caseloads. Most of this increase is due to the estimated increases in the 
AFDC-FG caseload. Specifically, the DSS estimates that the AFDC-FG 
caseload will be 4.7 percent higher in 1989-90 than: the actual caseload in 
1988-89 and anticipates an additional 4.7 percent increase in 1990-91. This 
represents an unusually high level of growth as compared to caseload 
growth during the period 1981-82 through 1988-89. Specifically, as Chart 
1 shows, actual caseload growth exceeded 4 percent only once during the 
period 1981-82 through 1988-89 (in 1986-87). In fact, the 4.7 percent is 
double the average annual rate of 2.35 percent during the period 1981-82 
through 1988-89. 
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AFDC-FG Caseload 
Annual Percent Change 

1981-82 through 1990-91 

5.0% 

4.5 

4.0 

3.5 

3.0 

2.5 

2.0 

1.5 

1.0 

.5 

81-8282-8383-8484-8585-8686-8787-8888-8989-9090-91 
~actual est. est. 
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The Department's Estimate Seems Reasonable. The department's 
estimate of 1989-90 and 1990-91 AFDC-FG caseloads consists of two 
separate estimates - one for Los Angeles County and one for the 
remaining 57 counties. The final caseload projection - ari overall 
increase in AFDC-FG caseloads of 4.7 percent in 1990-91- is the suffiof 
these two estimates. The department's methodology responds to a recent 
divergence in caseload trends that has occurred between Los Angeles 
and the remaining 57 counties. Specifically, between January 1987 and 
June 1989, Los Angeles County experienced a caseload decrease of 6.9 
percent while caseloads for the remaining 57.counties increased by 14 
percent. 

The decline in Los Angeles County's AFDC-FG caseload appears to be 
related to the enactment of the federal Immigration Reform and Control 
Act (!RCA) of 1986. Specifically, it appears that a significant number of 
individuals in Los Angeles who were eligible for amnesty under !RCA 
voluntarily removed their children from the AFDC Program. Appar
ently, certain individuals had acted on incorrect information and re
moved their children from aid to avoid jeopardizing their chances of 
obtaining the permanent residency status that they would be eligible for 
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after the amnesty period. In fact, leaving their eligible children on aid 
would not jeopardize·these individuals' chances of obtaining permanent 
residency status. 

Chart 2 displays actual AFDC-FG caseloads during the period January 
1985 to October 1989 for Los Angeles County and for the remainder of the 
state. As the chart shows, beginning in January 1987, Los Angeles 
County's caseload began to decrease while the caseload in the remainder 
of the state continued to increase steadily. The decline in Los Angeles 
County's caseload continued until July 1988, at which time it began to 
increase but at a much lower rate than that for the rest of the state. 

AFDC-FG Caseload 
Los Angeles County and All Other Counties 

January 1985 through June 1991 (in thousands) 

ACTUAL ESTIMATED 

450 

400 
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150 
1985 1986 1987 1988 ' 1989 1990 1991 

All other 
counties 

Los Angeles 
County 

The chart also displays the department's caseload projection for the 
period November 1989 through June 1991. The projection assumes that 
Los Angeles County's caseload will continue to grow at a slower rate 
(roughly half) than the rest of the state's caseload. The combined effect 
of Los Angeles County's relatively slow growth and the rest of the state's 
higher growth accounts for the department's projection of a 4.7 percent 
increase in AFDC-FG caseload in 1989-90 and 1990-91. 

Based on our review of the department's caseload estimating method
ology, we conClude that the department's estimate of the AFDC-FG 
caseload is reasonable, even· though it indicates that the caseload growth. 

27--80282 
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will be higher than it has been in recent years. The department indicates 
that it is investigating the causes of this caseload increase and expects to 
be better able to explain the increase at the time of the May revision. 

Welfare Dependency is Up, While Unemployment is Down. Two 
factors that are generally regarded as having significant effects on AFDC 
caseloads are increases in the state's population and fluctuations in 
unemployment. In order to 'understand how caseloads may be affected by 
population increases, we reviewed the AFDC-FG dependency rate ---' the 
number of AFDC-FG cases compared to the state's population of women 
between the ages of 15 and 44. The number of AFDC-FG cases per 10,000 
females in this age bracket is a good indicator of the welfare dependency 
rate because more than 95 percent of AFDC-FG households are headed 
by women 15 to 44 years of age. Chart 3 displays' this rate over a 19-year 
period (1972 through 1990). ' 

AFDC-FG Dependency Rate 
Number of AFDC-FG Cases 
per 10,000 Females Aged 15-44' 

1972 through 1990a 1m AFDC-FG Dependency Rate (left axis) 

- Unemployment Rate (right ~is) 

2% 

o 

8 

6 

n N M ~ ~ ~ M ~ M 

a Data shown are for fiscal year beginning in year specified. Data for 1989 and '1990 are estimates. 

The chart shows that the AFDC-FG dependency~ate has iIlcreased 
steadllyover the past several years. During this same period, California's 
unemploymeQ,t rate has steadily declined. In fact, if the caseload and 
unemployment rate estimates for 1990-91 are accurate the dependency 
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rate will he at its highest level since 1976-77 at the same time that the 
unemployment rate is at its lowest during the 19-year period shown. 
Obviously, there are many economic and noneconomic factors which 
could be affecting welfare dependency rates. We also recognize that the 
unemployment rate is only one measure of the economy and does not 
necessarily reflect the employment opportunities available, to AFDC 
recipients. Nevertheless, the chart is noteworthy because it, shows that 
since 1981-82, the dependency rate and the unemployment rate have 
been moving steadily in opposite directions. This divergence in rates 
could have important implications for AFDe costs in the long-term, as 
well as for the GAIN Program's efforts to assist AFDC recipients to enter ' 
the labor market and reduce welfare dependency. 

Transitianal Child Care Proposal Requires Urgency Legislation 
The Governor's Budget proposes $4.9 million ($2.4 million General 

Fund) and $53 million ($26 million General Fund) in 1989-90 and 1990-91, 
respectively, fora new transitional child care program. The funding level 
assumes enactment of urgency legislation to implement the program by 
April 1, 1990. This proposal i~_ in response to the requirements of the 
federal Family Support Act (FSA) of 1988. 

The federal FSA requires states, effective April 1, 1990, to provide 
transitional child care for 12 months following the month a family 
becomes ineligible for AFDC due to increased earnings, increased hours 
of employment, or loss of an earned income disregard, if the state 
determines that child care is necessary for an individual's employment. 
Families that receive transitional child care must pay a portion of the cost 
of care, according to a fee scale to be established by the state. 

Under current state law, families who participate in the GAIN Program 
are eligible for 3 months of transitional child care after they complete the 
GAIN Program~ Thus, state law must be changed to conform to the FSA 
requirement that these benefits be provided for 12 months to all AFDC 
families who leave AFDC for the federally specified reasons, not just to 
GAIN participants. 

Federal law requires the department to submit by February 15, 1990 
the state's plan to provide transitional child care. The, department 
indicates that it plans to provide transitional child care through a 
program, that is similar to the current program for providing transitional 
child care to individuals completing the GAIN Program. The current 
program provides for counties to (1) determine eligibility for transitional 
child care benefits and (2) reimburse eligible ex-recipients for the cost of 
child care at their actual cost or at a cost within a specified range of the 
regional market rate, whichever is lower. ,,' 

There is no practical alternative to enacting urgency legislation to , 
conform state Jaw to the transitional child care requirements of the FSA 
by, April-I, 1990. Failure to do so would jeopardize the state's federal 
funding for the entire AFDC Program. Our analysis indicates that the 
Legislature has several options, however, with respect to how it imple
ments the requirements. These options primarily relate to (1) how the 
state will provide for these benefits - for example by using a voucher 



698 / HEALTH AND WELFARE Item 5180 

Aid to Families With Dependent Children~ontinued 
system, providing services directly through contract providers, or pro
viding a reimbursement to the recipient, (2) the fee scale the state will 
use to determine how much of the cost of child care is to be paid by the 
former AFDC recipients, and (3) whether counties will pay a share of the 
child care costs, as they do for other programs required by Title IV-A 
(AFDC) of the federal Social Security Act. The actual costs of providing 
transitional child care in California could be substantially higher or lower 
than the $53· riilllion reflected in the budget, depending on the specifics 
of the enabling legislation. Moreover, our analysis indicates actual costs 
may be substantially higher or lower'than the department estimates due 
to the lack of data on the' extent to which eligible individuals will make 
use of this program. 

AID TO FAMILIES WITH DEPENDENT CHILDREN-FOSTER CARE 
Budget Proposes to Transfer Responsibility for Seriously Emotionally 
Disturbed Children in Foster Care from the Department of Social Services 
to the State Department of Education 

The budget proposes to eliminate foster care grants to seriously 
emotionally disturbed (SED) children for a savings to the Foster Care 
Program of $27.4 million ($26.0 million General fund, $1.4 million 
county funds). The budget also includes a General Fund augmentation 
of $26.0 million to the State Department of Education (SDE), which 
would presumably be used to continue providing for the board and 
care of these children. 

The budget proposes to eliminate foster care grants to approximately 
840 SED children who were placed in foster care pursuant to an 
Individualized Education Program' (IEP). This will result in savings to 
the Foster Care Program of $27.4inillion ($26.0 million General Fund, 
$1.4 million county funds). The budget 'includes a General Fund augmen
tation of $26.0 million to the State Department of Education (SDE) , 
which would presumably be used to continue providing for the board and 
care of these children. The proposal assumes the enactment of legislation 
to repeal the provisions of current law that require the DSS to pay for the 
board and care of SED children who are placed in foster care pursuant to 
an IEP. . 

The SED Program was established by Ch 1747 /84(AB 3632, Willie 
Brown), as amended by Ch 1274/85 (AB 882, Willie Brown). The two 
chapters require the Department of Mental Health· (DMH); the DSS, and 
the SDE, as well as various local agencies, to enter into interagency 
agreements to ensurecootdinated service delivery to SED children. In 
addition, Chapters 1747 and 1274 require the DSS to pay for 95 percept, 
and county welfare departmeIlts to pay for 5 percent, of the costs of foster 
care grants fo:r SED children. The DMH is required to fund mental health 
services and the SDE is required to fund educational services for SED 
children. These child:ren receive case management services through their 
county mental health departments. 

The budget assumes the repeal of Chapters 1747 and 1274, and proposes 
to transfer the fiscal and programmatic responsibility for SED children to 
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the SDE. We discuss this proposal further, including the issue of which 
agencies will take responsibility for the county share of these children's 
board and care costs, in our analysis of the SDE's budget (please see Item 
6110-161-(01) . 

CHILD SUPPORT ENFORCEMENT 
Background. The child support enforcement program is a revenue

prod1,lcing program administered by district attorneys' offices throughout 
California. Its objective is to locate absent parents, establish paternity, 
obtain court-ordered child support awards, and collect payments pursu
ant to the awards. These services are available to both welfare and 
nonwelfare families. Child support payments that are collected on behalf 
of welfare recipients under the AFDC Program are used to offset the 
state, county, and federal costs of the program. Collections made on 
behalf of nonwelfare clients are distributed directly to the clients. 

The child support enforcement program has three primary fiscal 
components: (1) administrative costs, (2) welfare recoupments, and (3) 
incentive payments. The administrative costs of the child support 
enforcement program are paid by the federal government (66 percent) 
and county governments (34 percent). Welfare recoupments are shared 
by the federal, state, and county governments, according to how the cost 
of AFDC grant payments are distributed among them (generally 50 
percent federal, 44.6 percent state, and 5.4 percent county). . 

Counties also receive "incentive payments" from the state and the 
federal government designed to encourage them to maximize collections. 
The incentive payments are based on each county's child support 
collections. In federal fiscal year 1990 (FFY 90), the federal government 
pays counties an amount equal to 6.5 percent of AFDC and non-AFDC 
collections, while the state pays an amount to each county equal to 7.5 
percent of its AFDC collections. In addition, the state pays counties $90 
for each paternity that they establish. 

Fiscal Impact of Program. As Table 5 shows, the child support 
enforcement program is estimated to result in net savings of $83 million 
to the state's General Fund in 1990-91. The federal government is 
estimated to spend $62 million more in 1990-91 than it will receive in the 
form of grant. savings. California counties are expected to experience a 
net savings from the program of $10 million in 1990-91. 

Table 5 does not show one of the major fiscal effects of the child support 
enforcement program: its impact on AFDC caseloads. To the extent that 
child support collections on behalf of non-AFDC families keep these 
families from going on aid, they result in AFDC grant avoidance savings. 
While AFDC grant avoidance is one of the major goals of the child 
support enforcement program, it is not shown in the table because, unlike 
the other fiscal effects of the program, there is no way to directly measure 
the savings that result from grant avoidance. 
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Table 5 

Department of Social Services 
Child Support Enforcement Program 

1990-91 
(in thousands) 

General Federal 
Program costs Fund Furuh 

County administration: ...................... $133,967 
AFDC.: ...... ; ............................. (89,758) 
Non·AFDC ................................. (44,209) 

State administration ......................... $4,101 8,201 
. Incentive payments a ••••••••••••••.•.••••.•• 26,736 39,289 

Savings 
Welfare collections b ......................... -113,975 -119,639 

Net fiscal impact ..... : .................... -$83,138 $61,818 

a Incentive payments include AFDC and non·AFDC. 
b Does not include welfare collections for children in other states. 
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County 
Furuh Total 
$69,573 $203,540 
(46,614) (136,372) 
(22,959) (67,168) 

12,302 
-66,025 

-13,740 -247,354 
,...$10,192 -$31,512 

Collections and Recoupments . . The major objective of the child 
support enforcement program is to assure the collection of support 
obligations. Therefore, one measure of the performance of the program 
is its total collections. Table 6 shows the change in stateWide collections 
of child support from 1982-83 through 1988-89. As the table shows, 
statewide collections increased at an average annuai rate of 10.5 percent 
during this period. 

Table 6 
Department of Social Services 

Statewide Child Support Collections B 

1982-83 through 1988-89 . . . 
(dollars in millions) 

1982-83.; •.................................... 
1983-84 ......•.............................. 
1984-85 .............•....................... 
1985-86 .................................... . 
1986-87 .................................... . 
1981-88 .................................... . 
1988-89 ................................•.... 

AFDC 
$151.5 
158.2 
174.8 
187.3 
198.1 
213.5 
235.1 

Non·AFDC 
$112.5 
125.8 
142.9 
160.0 
189.3 
215.8 
241.5 

Total 
Collections 

$264.0 
284.0 
317.7 
347.2 
387.4 
429.3 
476.6 

Annual 
, Percent 
Increase 

7.6% 
11.9 
9.3 

11.6 
10.8 
11.8 

Average annual increase ............ ; ............................... ·................... 10.5% 

a Data provided by Child Support Management Information System, Department of Social Services. 
Figures for 1988-89 do not tie to Governor's Budget because of differences in the accounting and 
reporting of the data. . 

Although· total collections are an important indicator of program 
performance, collection data alone do not measure the extent.to which 
the program reduces the amount of public funds spent on welfare. A 
commonly used measure of program success in this regard is the 
percentage of AFDC grant expenditures actually recouped through the 
child support enforcement program (the "recoupment rate"). Table 7 
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shows the recoupment rate from 1982-83 through 1988-89. During this 
period, the state recouped an average of 6.3 percent of state, federal, and 
county expenditures through· the child support enforcement program; 

Table 7 
._, Department of Social Services 
Child Support Enforcement "Recoupment Rates" a 

All Counties 
1982-83 through 1983-89 

1982-83..................................................................... 6.3% 
1983-84 ...................................................... .-. . . . .. .. .. . . . 6.2 
1984-85 .. .. . .. .. .. . .. .. .. . .. .. .. . . . .. .. . . .. . .. .. . . . .. .. . . . . . .. .. .. . . . .. .. . . 5.8 
1985-86 ........................................ : . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.3 
1986-81 ......................................................... , . . . . . .. .. . 6.1 
1987-88 .................... '.. .. . .. .. .. . .. .. .. .. . .. .. .. . . . .. .. . .. .. .. . . . . . .. 6.6 
1988-89 ............................................ '.' .............. ; . . . . . . . 6.6 

Average rate ........................................................... 6.3% 

• AFDC collections as percent of grant expenditures. 

Potential Fiscal Penalty From the Federal Government 

As we noted in last year's Analysis, the U.S~ Department of Health and 
Human Services (DHHS) recently completed an audit of California's 
child support enforcement program to determine whether the state is in 
compliance with requirements of Title IV-D of the Social Security Act, 
which is the federal statute that governs the program. The audit, which 
reviewed' the progr;un during FFY 86, concluded that California has not 
complied substantially with the federal requirements. , 

According to the DHHS, the California program was out of compliance 
with federal regulations and procedures in seven areas, and barely met 
the criteria in three others. Most of the criticism contained in the audit 
centered around the lack of specific procedures or required actions on 
child support cases. The audit identified ineffective or inadequate 
automated systems as the principal reason for .the lack of action on cases. 
The report concluded that these weaknesses. need to be addressed in 
order to ensure program effectiveness and satisfactory results in future 
audits. 

Potential Penalties in the AFDC Program. Because the state was 
found to be out of compliance with federal requirements, the DHHS 
notified the state that it must develop and implement a corrective action 
plan or face a 1 percent to 2 percent penalty against the total amount of 
Title IV-A (AFDC) funds paid to the state, beginning with payments for 
the November 1988 quarter. The notice further stated that, should the 
state submit an acceptable corrective action plan, the imposition of the 
penalty would be deferred pending the outcome, after one year of 
corrective action. 

Corrective Action Plan. The DSS submitted a corrective action plan in 
January 1989 and it was approved by the DHHS. The plan has been 
implemented, and as of December 1989 all but 12 counties have been 
found to be in compliance with the federal regulations. 
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The state expects the DHHS to begin a follow-up audit in April 1990 to . 

determine whether the corrective action plan was successful. The DHHS 
will use the results of that audit to. determine whether to impose a fiscal 
penalty. According to the. DSS, tb,e "worst case" scenario would find that 
the state had failed to implemt:mtits ~orrective action plan, which would 
result in a 1 percent to 2 percent penalty effective for the December 1988 
quarter through the September 1989· quarter, a 2 percent to 3 percent 
penalty for the following year, and a 3 percent to 5 percent penalty for 
the final year. 

The DSS estimates that the penalty could range from about $23 million 
annually (at the 1 percent level) to $115 million annually (at the 5 
percent level). The potential loss of federal funds is not reflected in the 
budget for either the current or the budget year. 

Review of Individual County Performance 
The child support enforcement program is· administered by the district 

attorney in each county in California. Because of the decentralized 
nature of the program, the only way for the overall performance of the 
state to improve in this program is to inlprow the performance .of 
individual counties. We. believe that it is important for the Legislatui-eto 
closely monitor the program to improve program.p~rformance for two 
reasons. 

First, the child support enforcement program is a revenue-producing 
program that has a positive net fiscal effect on the General Fund. In 
addition to recouping General Fund costs for the AFDC Program; the 
child support enforcement program has the added advantage of AFDC 
grant avoidallce savings to the extent that collections on behalf of 
non-AFDC families keep these families froin going on aid. The program 
also has a positive net fiscal effect on the counties because they also· 
benefit from incentives and recoupments. . .... 

Second, monitoring individual county performance is important in 
order for the state to ensure that each county, as well as the state.' as a 
whole, is in compliance with federal requirements, 'especiallysmce 
failure to comply can result in multi-milliondollar'losses·of federal fuiids 
in the AFDC Program. 

County Performance and the Incentive Payment Stru,cture 
Table 8 shows the performance of all 58 counties in the child .support· 

enforcement program, as measured by the. AFDG recoupmentrate;in, 
1988-89. 
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County 
Ventura ........... 
Napa .............. 
El Dorado ......... 
Plumas ............ 
Sonoma ........... 
Inyo ............... 
Santa Barbara ..... 
Nevada ............ 
San Mateo ......... 
Tuolumne ......... 
Madera ............ 
Sutter ............. 
Shasta ............. 
Alpine ............. 
Merced ............ 
Orange ............ 
San Luis Obispo .. 
Placer ............. 
Colusa ............. 
Humboldt ......... 
Contra Costa ...... 
Kings .............. 
Glenn ............. 
Santa Cruz ........ 
yolo ............... 
Siskiyou ........... 
Marin ............. 
Butte .............. 
Mendocino ........ 
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Table 8 
Department of So~ial SerVices 

Child Support Enforcement Program 
Counties' AFDC Recoupment Rates a 

. 1988-89 .' 

Recoupment Recoupment 
Rate Ranking County Rate 
19.2% 1 Santa Clara ............ 9.7 
17.0 2 Fresno ..................... 9.6 
16.9 3 San Francisco ........ 9.2 
15.6 4 . Monterey ................ 9.2 
15.6 4 Mariposa ................. 8.9 
15.6 4 Imperial .................. 8.7 
15.1 7 Lake~ ........................ 8.4 
14.0 ,8 Tehama ................... 8.1 
13.9 9 Del Norte ............... 7.9 
13.4 10 Lssen ....................... 7.9 
13.3 11 Solano ...................... 7.8 
13.3 11 yuba ........................ 7.6 
12.8 13 Tulare ...................... 7.6 
12.7 14 Riverside ................ 7.6 
11.9 15 San Benito .............. 7.5 
11.7 16 Trinity ..................... 7.3 
11.5 17 Stanislaus ................ 7.0 
11.3 18 Alameda ................. 7.0 
11.2 19 Calaveras ................ 6.9 
11.0 20 Modoc ..................... 6.9 
10.8 21 San Bernardino ..... 6.8 
10.8 21 Kern ........................ 6.8 
10.8 21 Amador .............. ; .... 6.4 
10.1 24 Mono ....................... 6.4 
10.7 24 San Diego ............... 5.3 
10.6 26 San Joaquin ............ 5.3 
10.2 27 Sacramento ............ 3.8 
10.0 28 Los Angeles ........... 3.6 
10.0 28 Sierra ....................... 2.5 

Average ............. , 6.6% 

Ranking 
30 
31 
32 
32 
34 
35 
36 
37 
38 
38 
40 
41 
41 
41 
41 
45 
46 
46 
48 
48 
50 
50 
52 
52 
54 
55 
56 
57 
58 

a Child support collections for AFDC families as a percentage of AFDC-FG. grant expenditures. 

The AFDC recoupment rate is total child support collections for AFDC 
children as a percentage of total AFDC-FG grant payments. We selected 
this measure because it reflects the state savings that result from child 
support operations. (due to the reduction in AFDC grants) , and therefore 
bears a close relationship to the underlying rationale for state incentive 
payments to the counties. 

Table 9 shows performance and fiscal data for child support enforce
ment in selected counties in 1988-89, as well as the statewide totals for all 
58 counties. 



County 
Alameda ......................... 
Fresno ........................... 
Riverside ........................ 
Sacramento ...................... 
San Bernardino ................. 
San Mateo ....................... 
Santa Barbara ................... 
Shasta ............................ 
Ventura ......................... 
Statewide - 58 counties ........ 

Table 9 
. Department of Social Services 

Child Support Enforcement Program 
Performance and Fiscal Data for Selected Counties 

1988-89 
(dollars in thousands) 

Federal and State Funds Total 
. AFDC Recoue!!!.entO Federal Incentive CountyAFDC Revenues 

Ranking Reimbursements Payments b and. Savings Rate Savings C 

7.0% 46 $5,547 $2,489 $662 $8,698 
9.6 31 3,794 2,087 744 6,625 
7.6 41 3,219 2,186 510 5,915 

.3.8 56 4,907 1,067 393 6,367 
6.8 50 4,697 3,218 865 8,780 

13.9 9 2,017 647 186 2,850 
15.1 7 2,207 644 183 3,034 
12.8 13 1,174 618 180 1,972 
19.2 1 3,439 1,290 383 5,112 
6.6% $107,108 $47,171 $12,694 $166,973 

Total 
Administrative 
Expenditures 

$8,149 
5,578 
4,722 
7,212 
6,903 
2,960 
3,230 
1,725 
5,055 

$157,339 

Net Revenue/ 
Savings 

(Net Costs) 
$549 
1,047 
1,193 
(845) 

1,877 
(110) 
(196) 
247 
57 

$9,634 . 

• Recoupment rate is total collections for AFDC (FG) children as a percentage of total AFDC (FG) grant expenditures in the county. Ranking based on all 58 
counties. .. 

b Federal and state incentives, including state bonus/paternity incentive. 
C Based on 5.4 percent of AFDC collections. 
Source: Data derived from Child Support Mangement Information System, Department of Social Services. 
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Table 9 relates performance,t9 the relevant fiscal data in child support 
operations, from the perspective 9f the county. Specifically, the table 
shows the county's total administrative expenditures in its child support 
operations and the total reimbursements, revenues, and savings (from 
federal administrative allowances, state and federal incentive payments, 
and local AFDC grant savings, respectively). The table, therefore, reveals 
whether the county made a "profit" ( excess of revenues and savings over 
costs) or whether the county devoted some of its own resources to 
finance its child support enforcement operations (excess of costs over 
revenues and savings). 

As discussed below, the data raise the following question related to the 
manner in which incentive payments are distributed: Is the formula for 
distributing the state incentive payments effective in inducing counties 
to improve their performance in collecting child support awards? 

Effectiveness of the Incentive Payment Distribution Formula. As 
noted previously, the state distributes its incennve payments to the 
counties based on a fixed percentage -7.5 percent - of each county's 
collections for AFDC children. (The state provides an additional 'pay
ment of $90 for each paternity established.) Federal incentive payments 
are based on a specified percentage of AFDC and·non-AFDC collectiqns. 
Presumably, the intent is to induce counties to make a greater effort in 
collections, since the incentive paYJ'Ilents increase as collections increase. 

Table 9 illustrates a problem fu the incentive payment formula. Even 
though incentive payments increase with collections, counties that 
perform poorly in collections can be more profitable - from the county's 
fiscal perspective - than counties that perform well in collections. This 
is evident when comparing, for example, Riverside - a low performance / 
high profit county - to Santa Barbara, which performed well in 
collections but did so at a net cost to the county. . 

This'suggests that the incentive structure is inadequate. ,While the 
purpose of the incentive payments (exclusive of the paternity incentfve) 
is to' induce counties to improve their performance in collections, the 
current system permits counties - by holding down their costs - to 
emerge with net revenues/savings apparently without maximizing col
lections. It is therefore appropriate to determine whether the incentive 
payment distribution formula could be improved. 

In this connection, the DSS is in the process of developing statewide 
performance standards for child support enforcement ,in responSe to the 
Supplemental Report of the 1989 Budget.Act, which directs the depart
ment to incorporate such standards mto the state plan by March 31, 1990. 
The departmen,t intends to. propose:: that the state and federal inqentive 
payment formulas be reyised pursuant to the new standards. While the 
standards have, not been finalized, the department indicates that each 
county would receive (1) a base level of incentive payments if federal 
audit criteria are met and (2) additional incentive payments based on a 
variable rate (applied to total collections), which depends on the county's 
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. Aid to Families With Dependent Children-Continued 
performance on three measures: location of absent parents, establishment 
of paternities, and establishment of support orders. 

We are concerned that the department's proposal (specifically the 
second component dealing with variable rate incentive payments) may 
not result in higher collections. While, in theory, it mightbe beneficial to 
induce ~ counties to place more emphasis on the three areas included in 
the departme~t'smodel, there is no empirical evidence to support this.In 
fact - as we discuss below - we could find no statistically significant 
relationship between performance and the variables included in the 
department's. model. 

Currently, counties allocate their resources among. a variety of activi
ties that comprise the child support enforcement process. In addition to 
the three activities in the department's model, this process includes 
outreach, processing applications, enforcement of support orders, and 
collection and distribution of the awards. To the extent that counties are 
induced tornake collections (particularly AFDC collections) their goal, 
they will allocate their resources among the various operational activities 
in a manner that is consistent with the purpose of the state incentive 
payments. 

We are reluctant to suggest changing the existing incentive structure 
by proViding a fiscal incentive for counties ~ particularly those that are 
performing well - to reallocate their resources' without an analytical 
basis for predicting that such a reallocation will be effective. In this 
respect, we found virtually . no correlation between performance of 
counties, as ranked according to the department's model, arid recoup
ment rates, based on a statistical .analysis. We also selected one of the 

. variables in the department's model - paternity establishment - for 
statistical analysis. Again, we found no correlation between paternity 
establishment (1983-84) and either the increase in total collections from 
1983-84 to 1988-89 or the recoupment rate in 1988-89. 

Given the lack of evidence that counties should place more emphasis 
on selected operational activities, we believe that it would be preferable 
to continue to base incentive payments on performance in collections. In 
this'way, the incentive formula will continue to 'be related directly to the 
desired output, rather than specific inputs in the process. 

,With respect to ~he aforementioned supplemental report language 
directing . the DSS to develop statewide· performance standards for 
incorporation into the state plan, we believe that performance in the 
program could be improved by adopting a "performance enhancement 
process,": which uses the incentive system so as to facilitate a review of 
low-performing counties and to induce program changes, where appro-

. priate. Our suggested performance enhancement process would supple
, ment the existing incentive payment system. In contrast, the depart
ment's proposed performance standards model would replace the 
existing incentive system. 
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Legislative Analyst's Suggested "Performance Enhancement Process" 

We recommend that the Legislature adopt supplemental report 
language requiring· the DSS to incorporate into the state plan for the 
child support enforcement program an administrative review proce
dure - or "performance enhancement process" - for counties that 
rank low in. performance, as measured by the AFDC recoupment rate. 
Under this process, low-performing counties that have relatively low 
levels of administrativE? effortwQuld be required to increase their 
administrative effort, pursuant to a three-year plan, subject to with
holding of incentive payments for failure to comply.· 

Under our suggested performance enhanceme~t process, incentives 
would be based on a percentage of AFDC collections, as is the case for the 
existing state incentive payments. The process would consist of an 
administrative review procedure, as explained below. 

• Rank the counties on the. basis of performance in AFDC collec
tions. Each county would be ranked relative to the other counties, as 
measured by the AFDC recoupment rate. We recognize that it is in 
the state's interest to increase non-AFDCcollections, due to the 
cost-avoidance benefits of keeping families off of the AFDC rolls. 
These potential benefits, however, apply to a relatively small portion 
of non-AFDC collections. We are concerned, moreover, that giving 
equal emph?_sis to both AFDC and non-AFDC collections might have 
the unintended consequence of inducing counties to emphasize the 
latter due to the relatively high level of awards in this group. 

In using only AFDC collections as the measure of performance, a 
distinction is drawn between measuring performance for purposes of 
(1) distributing incentive payments and (2) rating a county's overall 
level of service. In' the latter case, factors such as non-AFDC 
collections should be included . 

• Identify, for more intensive review, those counties that are (1) 
performing poorly and (2) showing a relatively low level of 
improvement in performance. We define this group as counties that 
(1) rank in the bottom quartile in performance and (2) are below 
the median in improvement over the prior year. Table 10 shows that 
of the 14 counties in the bottom quartile in the AFDC recoupment 
rate in 1988-89, 12 were below average in improvement over 1987.88, 
indicating little improvement within the low-performing group. 
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Aid to Families With' Dependent. Children--Continued 
• Among the counties that are not performing well and not showing 

adequate improvement in performance, calculate. the level of 
resources, or administrative effort, allocated. to the program. 
Require those counties making a low level of effort to increase the 

'. resources allocated to the program, and require the DSS to conduct 
a program review of the other counties in this group . . Administra
tive effort would be measured by the county's total administrative 
expenditUres as a percentage of total AFDC grant expenditures. This 
measure is selected because AFDC grant expenditures reflect poten
tial AFDC child support collections. Thus, the measure of adminis
trative effort -'- like the measure of performance - is directly 
related to the purpose of the state incentive payments. . 

We also note that this index of administrative' effort explained 40 
percent of the variation in recoupment rates in 1988-89 - generally 
considered a relatively high correlation' in this type of statistical 
analysis. This high degree of correlation is apparent when comparing 
the administrative effort of the highest and lowest performing 
counties, as shown in Table 11. The table indicates that the Gounties 
that performed the best in AFDC recoupm.ent devoted about three 
times as much administrative effort to the program as did the 
counties that performed the worst. 

Table 10 
Department of Social Services 

Child Support Enforcement Program 
AFDC Recoupment Rates a 

Lowest Performing Counties in 1988-89 and 
Change in Performance Over 1987-88 

Recoupment Rote 
County 1987-88 1988-89 

~:t~:::::::::::::::::::::::::::::::::::::::: 8.2% 7.3% 
8.0 7.0 

Alameda ........................................ . 7.2 7.0 
Calaveras .............................. :-: ...... .. 6.7 6.9 
Modoc ........................................... . 7.6 6.9 
San Bernardino ................................. . 7.5 6.8 
Kern ........................................... .. 6.1 6.8 
Amador ......................................... . 9.2 6.4 
Mono .......................................... .. 7.6 6.4 
San Diego ...................................... . 6.1 5.5 
San Joaquin .......... _ ........................ . 5.4 5.3 
Sacramento ..................................... . 4.0 3.8 
Los Angeles .................................... . 3.8 3.6 
Sierra ........................................... . 2.9 2.5 

Change in Rotc 
From 1987-88 

Amount 
-0.9 
-1.0 

. -0.2 
0.2 

-0.7 
-0.7 

0.7 
-2.8 
-1.2 
-0.6 
-0.1 
-0.2 
-0.2 
-0.4 

StateWide 
Rank;ngb 

49 
52 
33 
23 
45 
45 
18 
58 
53 
41 
30 
33 
33 
38 

a AFDC child support collections as a percentage of AFDC-FG grant expenditures. 
b This reflects how the counties ranked, among all 58 counties, in the change in recoupment rate over 

1987-88. 
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Table 11 
Department of Social Services 

, Child Support Enforcement Program 
Administrative Effort of High- and Low-Performing.Counties a 

High-Per[onning Cou1)lies (Top Quartile) --=:';;';"';;.,.;.;.jc.;;..;.;.=0<...:;.:.==-tii;~""'-"H"7'T:--
AFDC Administra-

Recoupment live Recoupment .live 
County. Rate Effort County Rate Effort 

Ventura.... .............. 19.2% 13.7% Sierra .......... ........... 2.5% 7.4% 
Napa..................... 17.0 '8.4 Los Angeles ............. 3.6 2.6 
El Dorado............... 16.9 14.8 Sacramento .. :........... 3:8 3.8 

. Plumas.......... ......... 15.6 10.7 San Joaquin.. ............ '5.3 2.8 
Sonoma ................ :-. 15.6 8.6 San Diego ............... 5.5 3.4 

, fiyo...................... 15.6 16.7 Mono.................... 6.4 6.0 
Santa Barbara........... 15.1 14.4 Amador.................. 6.4 9.0 
Nevada .................. 14.0 10.8 Kern..................... 6.8 4.0 
San Mateo............... 13.9 11.!! San Bernardino.......... 6.8 2.9 
Tuolumne ............... 13.4, 6.6 Modoc.. .. .. .. . .. ... .. . .. 6.9 5.7 
Madera.. .. .. .. . . .. .. .. .. 13.3 4.0 Cal~veras .. .. .. .. .. .. . .. . 6.9 4.5 
Sutter.................... 13.3 7.4 Alameda................. 7.0 4.6 
Shasta..... ..... .......... 12.8 6.6 Stanislaus................ 7.0 4.0 . 
Alpine................... 12.7 11.8 Trinity ............ ,...... 7.3 4.5 

Weighted average .... 
. Unweighted average .. 

10.5% 
10.5 

3.1% 
4.7 

"I'erformance is measured by AFDC recoupment rate (AFDC child support collections as a percentage 
of AFDC grant expenditures). Administrative effort is measured by totaL administrative expendi-
tures as a percentage of AFDe grant expenditures. . 

Source: Data derived from Child Support Management Information System, Department of Social 
. Services. 

This component of the performance enhancement process could 
be put into effect by requiring the "low-p'erformance/low- iniprove
ment" counties that are also b~low average in administrative effort to 
bring this effort up to the average by increasing their expenditures, 
subject to a reduction in incentive payments for failure to comply. 

Table 11 shows the administrative effort of the 14 lowest
performing counties. As we Iloted from Table 10, only two of these 
counties-Calaveras and Kern7"'were above average in performance 
improvement over the prior year. Of the 12 counties in til,e"low
performance/low-improvement" category, 6 were below the state
wide average in administrative effort, using the mean (4.4 percent -
not shown in the table) as the average. (Ten of the 12 counties· were 
below the statewide average as measured by the median.) 

In the case of the "low-performance/low-improvement" counties 
that are making a relatively high level of administrative effort, the 
DSS would conduct a program review in an attempt to( 1) discover 
the causes for the county's low level of collections - such as 
ineffective management, inefficient allocation of resources, the lack 
of automation, and demographic factors beyond the control·. of the 
county ......;. and (2) make recommendations to address these prob
lems. The intent'is not to impose sanctions on these counties but to 
assist them in improving their performance. Referring to Table 11, 
Amador would be an example of a county that fits in this category. 
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Conclusion. This performance enhancement process differs from the 

department's model in two princiPal respects: (1) the manner in which 
performance is defined and (2) the inclusion, in our suggested process, of 
a procedure to reView and improve the performance of low-performing 
counties. With regard to the definition of performance, we believe that it 
would be prudent to use the AFDC recoupment rate because it reflects 
the basic purpose of incentive payments. There is nO empirical evidence 
that performance would be improved by inducing the counties . to 
reallocate resources in favor of the program components that. are 
emphasized in the department's approach. 

In conclusion, we reiterate that the intent of the existing incentive 
distribution formula is to improve the counties' performarice in collec
tions. The large variation in performance suggests that the incentive 
structure has not had the intended effect in many counties. We believe 
that this has occurred partly because the incentive system does not give 
adequate attention to the counties' administrative effort. In fact, it 
permits low-performing counties - by holding down their costs - to 
make a profit from their child support enforcement programs. The 
process presented above addresses this problem by making this option 
less feasible, and by requiring the department to take appropriate 
remedial action in the case of counties that are performing poorly. 

Based on our review, we believe that this performance enhancement 
process would result in significant improvement in the performance of 
counties - particularly those that are performing the worst - in their 
child support enforcement program. Consequently, we recommend that 
the Legislature adopt supplemental report language requiring the de
partment to incorporate the basic. features of this process into the state 
plan for the child support enforcement program. Specifically, we recom
mend adoption of the following language (Item 5180-001-(01): 

The Department of Social Services shall, by March 1, 1991, incorporate into the 
state plan for the child support enforcement program an administrative review 
procedure for counties that rank low in performance, as measured by AFDC 
recoupment rates. Under this review, low-performing counties that have 
relatively low levels of administrative effort would be required to increase their 
effort, pursuant to a three-year plan, subject to withholding of incentive 
payments for failure to comply, as authorized by Section 11475.2 of the Welfare 
and Institutions Code. . 

. Three-Year. Plan to Improve Lo •. Angele. County Performance 

In last year's analysis of the child support enforcement program, we 
documented the relatively poor performance of Los Angeles County. In 
response, the Legislature adopted language in The Supplemental Report 
of the 1989 Budget Act directing the DSS, in conjunction with Los 
Angeles County, to develop a three-year plan by September 1, 1989 in 
order to improve the performance of the county. The Legislature 
directed that the plan contain specified objectives and actions, including 
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the requirement that the county raise its performance ...,..;- according to 
several measures -- up to the average of all the other counties within a 
specified period of time. 

Plan Does Not Comply With the Legislature's Directive. The DSS 
submitted its plan to the Legislature prior to the September deadline. 
The plan complies with some of the requirements. of the supplemental 
:report language, but falls short in several respects. Rather than require 
Los Angeles County to raise its performance to the average of the other 
counties, the plan would subject Los Angeles to (1) the requirements of 
the departmenfs proposed program performance standards (as de
scribed above) and (2) federal requiremertts imposed on the county 

. pursuant to an agreement related to federal funding for the county's new 
automation system. 

Table 12 summarizes the. principal components of the supplemental 
report language and the department's plan for , Los Angeles County. In 
order to, make meaningful comparisons, we have converted the require
ments of the two plans into specific statistics, where possible; 

Table 12 
Department of Social Services 

Child Support Enforcement Program 
Performance Plan for Los Angeles County 

Comparison of 1989 Supplemental Report Language 
and Department of Social Services Plan 

Deportment of 
Los Angeles Supplemental Report Social Services 

County LonguogeO Plan 
Component 1987-88 Amount Date Amount Date 
Aid to Families with Dependent 

Children (AFDC) recoupment 
3.9% b rate ............................... 3.8% 8.3% 1/1193 111193 

AFDC collections per child .......... $132 $282 111/93 $l64 b 1/1/93 
Non-AFDC collections per child ..... $25 $40 1/1193 $32 b 1/1/93 
Annual increase in collections ....... 1.8% 13.4% 1/1193 ' 15% 111193 
Collections / costs ...................... 2.6% 3.2% 111193 
Location of parents ................... 9% 39% 111191 Rat~d bl county com-

panson 
Establishment of support orders ..... 11% 20% 111191 Rat~d bl county com-

panson 
Establishment of P!lternities ......... 14% 20% 1/1/91 Rat~d bl county cOip-

p~son 

a The Supplemental Report of the 1989' Budget Act requires a plan to raise the performance of Los 
Angeles County to the 1987-88 average of all other counties. Specific amounts are estimated by the 
Department of Social Services (DSS) , and the Legislative Analyst's Office (LAO). 

b Estimated by the LAO, based on minimum requirements for annual collections, as specified in the DSS 
plan, and LAO projections for AFDC (FG) grants arid AFDC and non-AFDC children in 1992-93. 

C Cost projections not available. 
d Performance in these components would be rated in comparison to other counties, pursuant to 

development and implementation of DSS program performance standards. 

In explaining why its plan varies from the supplemental report 
requirements, the department indicated that it would beinequitable, and 
possibly illegal, to subject one county to requirements tied to potential 
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fiscal sanctions that would not apply to the other counties. While this is a 
reasonable argument, the I..egislature believed that the consequences of 
failing to take immediate a:ction with respect to Los Angeles County -
due to its impact on the statewide level of child support collections·
justified smgling out this specific county. 

The issue, however, is whether the requirements imposed by the 
supplemental' report language would be effective. Clearly, they would 
result m a significantly higher level of collections if the requirements 
were met, but is it-.reasonable to expect the county to meet these targets? 
If not, the resulting sanctions would be counterproductive. 

We have no analytical basis for answerfugthe foregomg question. It 
seems reasonable to expect Los Angeles County to improve its perfor
mance to the pomt where it is domg as well as the average of all the other 
counties. On closer examiilation, however, it may not b~' reasonable to 
expect the county to reach all of the targets withm the funeframes 
specified m the supplemental report. 

In the case of the goals for the AFDC recoupment rate, fotexample, we 
estimate that m order to reach the supplemental report target of 8.3 
percent by 1992-93, the county would have to mcrease its AFDC 
collections by more than 30 percent annually. On the, other.hand, an 
analysis of the DSS plan's goals for AFDC collections indicate~ that the 
county would be expected to make hardly any improvement in its 
recoupment rate - from 3.8 percent m 1987-88 to 3.9 percent m 1992-93. 
In other words, the targeted mcrease m AFDC child support coll~ctions 
is not much greater than our projected mcrease m tqtal AFDC welfare 
payments m the county. ' 

Administrative Effort. Ultimately, Los Angeles County's perfo:rmance 
will be determmed primarily by the effort the county· makes to. improve 
m this area. Thus, we suggest moviilg the focus of this issue from the 
performance targets to the level of effort that should be expected of the 
county. 

One way of gaugmg the county's level of effort woUld be to compare its 
admmistrativeexpenditures to the correspondmg expenditures mother 
counties. In this respect, we note from the precedmg analysis of the -
mcentive payment system that Los Angeles County:stotal admmistrative 
expenditures m 1988-89 - reported at $32.3 million - amounted to 2.6 
percent of the county's AFDC grant expenditures. This mdex of admfu
istrative effort is 41. percent below the statewide average and 52 percent 
below the average of all counties besides Los Angeles_ 

Thus, Los ~gelesCounty's level of a:dministra:#v.e, effort - accordmg 
to the foregomg measure - appears to be relatively low. Given (1) ·the 
clear mtent expressed' by the Legislature that Los Angeles improve its 
performance and (2) the fact that the DSS plan does not comply with the 
supplemental report language, we believe it is l'easonable to expect the 
county to brfug its admmistrative effort mtolinewith the other counties. 
This could be accomplished· by adoption of the performance enhance
ment process that was explamed above. Under this process, Los Angeles 
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County would be required to increase its administrative expenditures 
. (within a specified period of time) by 69 percent, or $22 million, over the 
1988-89 levels, excluding inflation and workload adjustments. 

With respect to the burden that this requirement would place on the 
county, it is important to recognize that approximately two-thirds of the 
increase in total expenditures· would be funded by the federal gov:em
ment. Part of the remaining amount, moreover, would be funded by 
federal and state incentive payments, depending on the extent to which 
total collections increase. The county would be responsible for estimating 
the amount that would be funded from these sources in order to 
determine the increase that would be necessary from the county's own 
general fund to meet the required increase in total expenditures. The 
county would be held accountable for its budgeting because any shortfall 
(based. on a review of actual expenditures)· would, under the foregoing 
performance enhancement process, result in a corresponding reduction 
in incentive payments. We note,. in this· respect, .that· the county has 
budgeted for 1989-90 a $10 million increase in expenditures over the 
1988-89 level -indicating that the county has recognized the need to 
increase its effort in this area. 

The case of Los Angeles County serves the purpose of illustrating how 
the performance enhancement process could be implemented. Given the 
relationship that we found between administrative effort and AFDC 
recoupme!1t rates, we believe that this would be an effective way to meet 
the Legislature's intent that the county improve its performance. 

Supplemental. State Incentive Payments Overbudgeted 
We recommend that the budget proposal for supplemental state 

incentive payments in the' child support enforcement program be 
reduced by $372,000 in the current year and $2,653,000 in the budget 
year to correct for overbudgeting of the statutory requirement. (Reduce 
Item 5180-101-001 by $2,653,000.) 

As noted previously, the federal government reimburses the counties 
for a portion of their costs. of administering the child support enforce
ment program. Federal PL 98-378 provides that the scheduled reimburse
ment for 1989-90 and 1990-91 shall be 66 percent of the counties' costs. 
Federal law also provides "enhanced" funding - 90 percent .of total costs 
- for automation projects and laboratory costs of establishing paternities. 
Pursuant to the federal Budget Reconciliation Act of 1989, however, the 
federal share of administrative costs will be reduced from 66 percent to 
64.4· percent and - for the enhanced funding allowances - from 90 
percent to 87.9 percent for FFY 90. .. 

Chapter 1451, Statutes of 1986 (SB 738, Royce) provides that if the 
federal administrative allowances are reduced ·from the scheduled rate of 
66 perceIlt, the reduction shall be offset by additional state incentive 
payments. The budget proposes $2.6 million from the General Fund in 
1989-90 and $3.2 million in 1990-91 to fund this statutory requirement. Our 

.. analysis, however, indicates that the budget proposal exceeds the amount 
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needed by $372,000 in 1989-90 and $2,653,000 in 1990-91. This overbud
geting is the result of three factors, as explained below. 

Technical Error. The proposed amount for supplemental incentives in 
1989-90 contains a technical error, resulting in overbudgeting of $240,000. 

Effective Date of Federal Reductions. The budget assumes that the 
federal reductions will be in effect for the entire state fiscal year 1990-91. 
The reductions, however, are effective only until September 30,1990, at 
which time the reimbursement rates will be restored to their pre-existing 
levels. Asa result, the budgeted supplemental incentive payments exceed 
the amount required to offset the federal reductions by $2,462,000 in 
1990-91. 

Enhanced Funding Allowances. The budget includes $132,000 and 
$254,000 in 1989-90 and 1990~91, respectively, to supplant the federal 
reductions in the enhanced (90 percent) funding allowances. Because 
state law authorizing the supplemental incentive payments specifically 
refers only to reductions in the regular allowance of 66 percent, we 
conclude that the budget proposal to offset the reduction in the enhanced 
allowances is inconsistent with the underlying budgetary assumption of 
funding the statutory requirement. The Legislature, of course, might 
choose to offset this reduction as a policy decision, depending on its 
priorities. 

In summary, we identify overbudgeting in the amount of $372,000 in 
1989-90 and $2,653,000 in 1990-91. (The amount for 1990-91 is less than the 
sum of the components identified above in order to avoid double
counting.) Consequently, we recommend that the budget be reduced 
accordingly, for a total General Fund savings of $3,025,000. 

Demonstration Project for the Job Opportunity and Basic Skills Training 
(JOBS) Program 

We recommend that the DSS report to the fiscal committees during 
the budget hearings as to whether the department intends to apply for 
the federal demonstration project to evaluate the benefits of permitting 
unemployed noncustodial parents who have child support obligations 
to participate in the JOBS Program. 

The federal Family Support Act (FSA) of 1988 revised the child 
support enforcement program and established the JOBS program to 
provide education,. training, and employment services to AFDC recipi
ents. As will be discussed in more detail later in our analysis, the JOBS 
Program is similar to the state's Greater Avenues for Independence 
(GAIN) Program. 

The FSA requires the Secretary of Health and Human Services to select 
up to five states to evaluate the benefits of permitting unemployed 
noncustodial parents who have child support obligations to participate in 
the JOBS Program. Federal departmental staff informed us that no 
additional funding would be provided to expand the JOBS Program 
under this demonstration project, although partial funding for the 
evaluation may be forthcoming. 
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The DSS indicates that a decision on whether to apply for this project 
will be made after receipt of the applicable federal action. transmittal, 
which is expected in February of this year. In our judgment, an 
evaluation of this nature could be a worthwhile effort. The benefits of 
providing JOBS services to noncustodial parents - including the direct 
fiscal benefits to the state from reducing welfare aid and increasing 
earnings - could be compared to (1) the benefits of providing these 
services to currently-eligible participants in order to determine which 
group is more cost-effective to serve and (2) the costs of providing the 
services to noncustodial parents in order to determine whether the 
benefits to the state are sufficient to warrant development of a perma
nent, state-funded program. This study, moreover, would complement an 
evaluation currently in progress on the existing JOBS/GAIN Program. 

We agree with the department that a decision to apply for the 
demonstration project should await the federal transmittal so as to review 
the funding, timelines, and other relevant conditions. In order to ensure 
that the Legislature can maintain adequate oversight of this issue, 

. however, we recommend that the department be prepared to discuss its 
intentions during the budget hearings. 

ADOPTION ASSISTANCE PROGRAM 

Overview. The Adoption Assistance Program (AAP) provides grants to 
parents who adopt "difficult to place" children. State law defines 
"difficult to place" children as those who, Without assistance, would likely 
be unadoptable because they are: 

• Three years of age or older. 
• Members of a racial or ethnic minority. 
• Members of a sibling group that should remain intact. 
• Physically, mentally, emotionally, or medically handicapped, or from 

"adverse parental backgrounds" (presumably this refers to the 
increased risk of developing emotional or mental problems that 

. result from abuse, especially sexual abuse, at an early age). 
Adoptive parents receive these grants until their child is 18 years of age, 
or until age 21 if the child has a chronic condition or disability that 
requires extended assistance. The. adopted children remain eligible for 
Medi-Cal benefits as long as their adoptive parents are receiving an 
Adoption Assistance grant on their behalf. 

Adoption Assistance grants are limited to the amount of the foster care 
rate that the child would have received if she or he had remained in 
foster· care. In most cases, this means that the grant cannot exceed the 
foster family home monthly rate. The family home rate ranges from $329 
to $461, depending on the age of the child. If the child was in a foster care 
group home prior to adoption, however, the adoption worker can set the 
Adoption Assistance grant as high as the foster care group home rate -
an average of $2,589 per month in 1989-90. Also, if the child has 
specialized care needs (such as 24-hour monitoring) that would have 
been covered by a special grant if the child had remained in foster care, 
the worker can set the grant as high as the foster family home rate plus 
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the specialized care increment - generally this would fall between the 
family home rate and the group home rate. 

For federally eligible children, the federal government pays for 50 
percent of any grant that is less than the foster family home rate. For 
grants above the family home rate, the federal share is limited to 50 
percent of the family home rate. The state General Fund pays for all 
grant costs not covered by the federal government. 

Prior to the enactment of the AAP ~ 1982, the state administered a 
similar, totally state-funded program - The Aid for Adoption 'of Children 
(AAC) Program - which provided cash grant payments to adoptive 
parents of children with special needs. Aside from the funding,<the major 
differences between the AAC program !L"ld the AAPis that AAC grants 
were limited to five years, except for physically or mentally handicapped 
children requiring extended assistance. Some parents who adopted 
before 1982 continue to receive AAC grants. 

Budget Proposal. The budget proposes $53.2 million ($38.2 million 
from the General Fund and $15;0 million from federal funds) for the 
AAP. The General Fund request represents an increase of $8.1 million, or 
27 percent, above estimated 1989-90 expenditures. As we discuss in more 
detail below, this relatively high rate of growth is characteristic of 
program growth in recent years. 

A~option Assistance Costs Have Incr.eased 861 Percent in< the Past Seven 
Years 

Chart 4 displays expenditures from all funds. for Adoption Assistance 
grants since 1983-84. As the chart indicates, :expenditures hav~ grown 
rapidly over the past seven years. Specifically, the cost of the program has 
grown from $5.5 million in 1983-84 to a proposed $53.2 million in the 
budget year. This represents an increase of 861 percent during the 
seven-year period, which is an average annual increase of nearly 39 
percent. This increase is primarily attributable to two factors: caseload 
growth and increases in the average amounts granted to each adoptive 
family. 

• Caseload Growth. The average monthly Adoption Assistance case
load (including both A-AP grants and grants under the old AAC 
Program) has grown from 2,300 in 1983-84 to an estimated 10,900 in 
1990-91. This constitutes a .374 percent increase over the period, or an 
average annual increase of 25 percent. 

• Grant Increases. Between 1983~84 and 1990-91, the average Adoption 
Assistance grant' per case grew by 88 percent, from $208 per month 
to $390 per month. This represents an annual increase of 10 percent, 
almost two and one-half times the rate of growth in the California 
Consumer Price Index. 
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Adoption Assistance Expenditures . 
are Growing Rapidly 
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Lack of Standards for Adoption Workers Results in Large Variations in 
Adoption Assistance· Grants Across Counties 

State and county adoption agencies are responsible for determining 
eligibility for Adoption Assistance and for setting the amount and the 
beginning date of any grants awarded. Currently, there are no standards 
for adoption workers to use when determining the amount or the 
beginning date of the assistance, except for the limit on the maximum 
amount of the grant. As discussed above, this is equal to the hwel of the 
foster care grant that a child would have received had he or she remained 
in foster care, which, in most cases, is equal to the foster care family home 
rate. Below this maximum, however, adoption workers have total discre
tion in setting grant levels. They also have wide discretion in determining 
when grants will begin. Specifically, they can provide for the grant to 
commence as early as the date of the adoption or as late as several years 
after the adoption. While state law requires adoption workers to consider 
the resources of the family, the needs of the child, and the availability of 
services in the parents' community, the department has never issued any 
regulations specifying how the worker should translate these consider
ations into an actual dollar amount or beginning date. 
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The lack of standards in the grant-setting process has resulted in 

significant differences in the levels of the grants awarded by the various 
counties. In 1988-89, for example, the statewide average Adoption 
Assistance grant was $358 per month, while the average in the counties 
with the 10 largest Adoption Assistance caseloads ranged from aJowof 
$240 per case in San Bernardino to $415 per case in San Diego. 

Table 13 provides another indication of the extent of variation in 
county policies regarding grant levels. The table compares the 10 largest 
AAP counties in terms of the percentage of awards that fall into each of 
three ranges: (1) $95 to $199 per month, (2) $200 to $424 (foster family 
rates in California vary with the age of the child, but in 1986-87 all of the 
family home rates fell within this middle range), and (3) more than $425 
per month. The table shows that, in 1986-87 (the most recent year for 
which data were available), there were large variations between the 10 
counties with reSpect to the percent of cases receiving grants in the low, 
medium, and high ranges. For example, Contra Costa, Los Angeles, and 
Orange Counties. awarded grants of less than the foster family rate in a 
significant percentage of their cases, while Sacramento and San Francisco 
awarded virtually no 'grants in the lower range. Conversely, three 
counties (Ventura,'San Bernardino, and Orange) awarded grants higher 
than the foster family rate to over 20 percent of their Adoption Assistance 
cases, while three counties (San Francisco, Contra Costa, and Riverside) 
awarded the higher grants to less than 5 percent of their cases. 

Table 13 
Department of Social Services 

Variation in Adoption Assistance Grants 
Ten Largest County Adoption Agencies 

191J6.87 

Percent of Grants Awarded . 
in Each of Three Payment Ranges 

a Details shown for each county may not sum to 100 percent due to rounding. Note: The foster family 
home rate depends on the age of the child. In 1986-87, foster family home rates ranged from $294 for 
infants to $412 for teenagers. 

Some of the variation reflected in Table 13 may be due to differences 
in the characteristics of the children and adoptive parents in the counties' 
caseloads. Specifically, counties with children having relatively more 
expensive special needs or with relatively more lower-income parents 
would be justified in awarding more grants in the higher range. 
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Conversely, (!ounties with less needy children or fewer low-income 
parents would probably award more grants in the lower range. 

It seems unlikely, however, that differences of the magnitude reflected 
in the table can be explained solely by variations. in caseload character
istics. For example, while there· are some demographic differences 
between Ventura axid Riverside Counties, they· are . both fairly large 
counties with major urban centers and diverse populations; We know of 
no demographic differences between the two that would· explain why 
Ventura awards approximately 15 times as many grants in the higher 
range as Riverside. A more likely explanation of the variations reflected 
in the table is that they result to a large degree from different 
grant-setting policies in ~he counties. In fact, adoption staff that we spoke 
with in one county indicated that it is their policy to minimize the 
number of grants awarded that are greater than the foster family rate, 
while staff in another county stated that their county has no such policy. 
This points to the possibility that children with similar needs and families 
of comparable resources may be receiving substantially different grants, 
depending solely on the county in which they happen to reside. 

The Adoption Assistance Program Has Not Substantially Increased the 
Number of Adoptions in the State 

The primary goal of the Adoption Assistance Program is to facilitate the 
placement of special needs children into adoptive homes. One way to 
gauge the success of the program, therefore, is to determine whether it 
has increased the number of relinquishment adoptions in the state. Chart 
5 compares the cumulative percent increases in Adoption Assistance 
grant expenditures - 861 percent during the period 1983-84 through 
1990-91 - with the growth in relinquishment adoptions - which are 
expected to increase by 59 percent over the same period. This discrep
ancy between costs ~ Adoption As!!istance grants - and results -
adoptions - is even more pronounced when the increase in adoption 
staffing that occurred between 1983-84 and 1990-91 is taken into account. 
Specifically, the number of adoptive placements per adoption worker has 
inCreased by only 17 percent. This suggests that the AAP has had only a 
sllght effeCt in making it easier for adoption agencies to find suitable 
adoptive placements fot special needs children. . 

Summary. Over the past seven years, the cost. of the Adoption 
Assis.tanceProgram has skyrocketed, Yet this growth in the program does 
not seem to have made it easier Jor adoption workers to find suitable 
adoptive placements. Moreover, the lack of standards for adoption 
workers to use in setting the amounts and starting dates of the grants has 
resUlted in substantial variations around the state, which suggests that 
there may be serious inequities in the criteria that counties apply in 
setting grant levels. These variations are all the more disturbing since . 
counties bear none of the costs of this program. 
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Adoption Assistance Program 
Expenditures Versus Relinquishment Adoptions 

1983-84 through 1990-91 
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The Adoption Assistance Program Needs Better Controls 

Iterri 5180 

We recommend that the Legislature adopt supplemental report 
language expressing its intent to establish statutory standards for 
adop#onworkers to use when setting Adoption Assistance awards. In 
order to assist the Legislature in designing specific standards, we 
further recommend that the supplemental report language require the 
Department of Social Services to report to -the Legislature by December 
1, 1990 on its proposals for Adoption Assistance standards that link the 
amount and starting date of grants to the extent of the child's special 
needs and the resources of the adoptive parents. 

The Adoption Assistance Program is unique among the major grant 
programs operated by the-DSS in that it allows individual workersl;>road 
discretion in determining both the amount and the beginning date of the 
grants. In light of the variations that undoubtedly exist in the needs of 
individual children and the resources available to the adoptive parents to 
meet these needs, some degree of flexibility for workers to set grants on 
a case-by-case basis is probably warranted. Yet the analysis presented 
above suggests that the program needs to have some standards, both to 
control program costs and to ensure equity in the awarding of grants. 
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In order to assist the Legislature in developing legislation to establish 
Adoption Assistance standards, we believe the department should de
velop a proposal for standards and provide an assessment of the fiscal and 
programmatic effects of its proposal. The standards should be specific 
enough to allow adoption workers to use them to set grant levels and 
beginning dates of aid, based on their assessment of the child's special 
needs and the resources available to the adoptive parents. They should 
also contain some degree of flexibility in order to account for the unique 
circumstances of some cases. One possible way to achieve this flexibility 
would be to allow adoption workers to request exemptions from the 
standards if they believe use of the standards would yield aninappropri
ate or inequitable award, and institute a process for review of exemption 
requests. 

The department advises that implementation of standards could not be 
achieved administratively because current eligibility and grant-setting 
criteria are established in statute. Therefore, modifying grant-setting 
criteria would require legislation. We therefore recommend that the 
Legislature adopt the following supplemental report language requiring 
the department to report on its proposal for Adoption Assistance 
standards and to include in its report the fiscal and programmatic 
information that the Legislature will need to develop legislation to 
implement standards: 

It is the Legislature's intent to establish statutory standards for adoption 
workers to follow in determining the amount and duration of Adoption 
Assistance grants. In order to assist the Legislature in designing these stan
dards, the Department of Social Services shall report to the Legislature by 
December 1, 1990 on its proposals for establishing specific standards that would 
link the amount and beginning dates of grants to an assessment of the child's 
needs and the resources of the adoptive parents. The proposal shall specify (1) 
the conditions under which adoption wOrkers would be allowed to request 
awards higher than the standards and (2) a process whereby such requests 
would be reviewed. The report shall also include the department's estimate of 
the costs and savings that would result from the implementation of the 
proposed standards and of any impact that the standards may have on the 
performance of the AAP. 
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DEPARTMENT OF SOCIAL SERVICES 
State Supplementary Program for the Aged, Blind, 

and Disabled 

Item 5180-111 from the General 
Fund and the Federal Trust 
Fund Budget p. HW 181 

Requested 1990-91 .................. , ..................................................... $2,230,532,000 
Estimated 1989-90 ......................................................................... 2,182,412,000 
Actual 1988-89 ............................................................................... 1,967,109,000 

Requested increase $48,120,000 (+2.2 percent) 
Total recommended reduction ................................................. None 
Recommendation pending ......................................................... 2,230,532,000 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description Fund Amount 
5180·111-001-Payments to aged, blind, and dis- General $2,216,846,000 

abled 
5180-lli..g~Payments to aged, blind, and dis- Federal 3,691,000 

abled refugees 
Control Section 23.50--Payment to aged, blind, State Legalization Impact Assis- 9,995,000 

and disabled tance Grant-Federal 
Total $2,230,532,000 

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS 
1. Withhold recommendation on $2.2 billion from the General 

Fund pending review of revised estimates in May. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

726 

The Supplemental Security Income/State Supplementary Program 
(SSIISSP) provides cash assistance to eligible aged, blind, and disabled 
persons. A person may be eligible for the SSII 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 for most 
recipients. However, the federal Office of Refugee Resettlement pays for 
the SSP grants for eligible refugees who have been in this country for less 
than 24 months. In California, the SSII SSP Program is administered by 
the federal government through local Social Security Administration 
(SSA) offices. 
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, . 

MAJOR ISSUES 

fi1f The budget assumes enactment of legislation to waive 
L;.J the statutory requirement for a state COLA (4.62 per

cent) for SSI/SSP grants in 1990-91 for a General 
Fund savings of $141 million. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes an appropriation of $2.2 billion from the General 
Fund for the state's share of the SSIISSP Program in 1990-91. The budget 
also includes $3.7 million from the Federal Trust Fund to reimburse the 
state for the grant costs of refugees and $10 million from the federal State 
Legalization Impact Assistance Grant (SLIAG) for grants to newly 
legalized persons under the federal Immigration Reform and Control Act 
(!RCA). The total proposed appropriations are an increase of $48.1 
million, or 2;2 percent, above estimated current-year expenditures. 

The budget also assumes that federal expenditures for SSI grant costs 
will be $1.9 billion. This is an increase of approximately 9 percent over 
estimated federal expenditures in the current year. The combined state 
and federal expenditure anticipated by the budget for the SSI/.SSP 
Program is $4.2 billion, which is an increase of 5.2 percent above 
estimated current-year expenditures. 

Table 1 shows SSIISSP expenditures by category of recipient and by 
funding source, for the years 1988-89 through 1990-91. 
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and Disabled-Continued 

Table 1 
Department of Social Services 

SSI/SSP Expenditures 
198&-89 through 1990-91 
(dollars in thousands) 

Category of Recipient 
Aged .......• : .... ; .............................. . 
Blind ............................................ . 
Disabled ........................................ . 

Totals ....................................... . 
Funding Sources 
Included in Budget Bill: 

General Fund . ............................... . 
Federal funds {reimbursements for refu-

Actual Est. 
1988-89 1989-90 

$1,026,756 $1,225,702 
104,006 118,616 

2,437,949 2,609,559 
$3,568,711 $3,953,877 

$1,962,347 $2,165,655 

Prop. 
1990-91 

. $1,270,391 
124,808 

2,765,085 
$4,160,284 

$2,216,846 

gees}........................................ 11,537 10,527 3,691 
SLIAG.:,........................................ 2,225 
Subtotals, Budget Bill ....................... {$1,976,109} 

_-i6,2::23O=. 9,995 , 
{$2,182,412} {$2,230,532} 

Not included in Budget Bill: 

Item 5180 

Percent 
Change 

From 1989-90 
3.6% 
5.2 
6.0 
5.2% 

2.4% 

-64.9 
60.4 
{2.2%} 

SSI grants..................................... $1,592,602 $1,771,465 $1,929,752 8:9% 

Table 2 shows the factors resulting in the 1990-91 net increase of $213 
million in all funds over estimated current-year expenditures. The table 
also shows that expenditures from all funds in the current year are 
estimated to be $46 million ($23 million General Fund) more than the 
amounts appropriated in theJ989 Budget Act. 

For the budget. year, the largest projected cost increases are attribut
able to: 

• A $144 million ($79 million General Fund) increase to fund an 
estimated 3.7 percent caseload growth. 

• A $138 million General Fund increase to fund the full-year cost in 
1990-91 of the 4.6 percent cost-of-living adjustment (COLA) pro
vided for SSI/SSP grants on January 1, 1990. 

These increases are partially offset by a decrease of $172 million in 
General Fund costs resulting from COLAs in the federal SSI Program and 
social security_benefits. These adjustments are':counted as increased 
beneficiary income and thus reduce the state share of grant costs. 

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 if it 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 
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must be below the SSI/SSP payment standard and their resources cannot 
exceed $2,000 for individuals and $3,000 for couples. 

Table 2 
Department of Social Services 

SSI/SSP Budget Changes 
1990-91 

(dollars in millions) 

1989 Budget Act ......................... , ....................... .. 
1989-90 adjustments to appropriatio1/$ 

Higher-than-anticipated caseload growth ..................... . 
Baseline change for January 1990 COLA .................... .. 
Federal reimbursement for refugees .......................... . 
Refugee Program reduction .................................. .. 
Newly legalized persons ....................................... . 
Newly legalized persons (SLIAG) ............................ . 
Transfer to intermediate care ................................. . 

Subtotals, 1989-90 adjustments ............................... . 
199fJ..91 adjustments 

Increase in caseload ........................................... .. 
Full-year costs of January 1990 state COLA ................... . 
Full-year costs of January 1990 federal COLA ................ . 
January 1991 federal COLA (4.7 percent) .................... . 
Federal reimbursement for refugees .......................... . 
Refugee Program reduction .................................. .. 
Ne1vry legalized persons ........................................ . 
Newly legalized persons (SLIAG) ............................ . 
Transfer to intermediate care ................................ .. 

1990-91 expenditures (proposed) ................................ . 
Change from 1989-90 (revised): 

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

General Fund 
$2,142.5 

$17.0 
3.4 

-6.2 
8.7 

0.2 
($23.1) 

$78.9 
138.0 

-88.8 
-83.5 
-3.5 
10.4 

~0.4 

$2,216.8 

$51.2 
2.4% 

All Funds a 

$3,897.0 

$51.6 
-10.0 

2.7 
1.7 
0.4 

($46.4) 

$143.9 
138.0 

-44.5 
-33.5 

6.4 
3.8 

-0.8 
$4,156.6 b 

$213.2 
5.4% 

a Includes federal SSI payments not appropriated in the state budget as well as General Fund amounts. 
b Does not tie to the Governor's Budget. display (Table 1) due to an error in the budget display. 

General Fund Deficiency of $23 Million in 1989-90 
The budget anticipates that General Fund expenditures for SSI/SSP 

during 1989-90 will exceed the amount appropriated by $23.1 million, or 
1.1 percent. As Table 2 shows, the deficiency is primarily attributable to 
an unanticipated increase· in caseload and federal budget reductions in 
cash assistance programs for refuge,es. 
Grant Levels and Cost-of-Living Adjustments 

The maximum grant amountt~ceive.dby an SSI/SSP recipient varies 
according to the recipient's eligibility category; For example, in 1990 an 
aged or disabled individual can receive up to $630 per month, while a 
blind individual can receive up td $704. The actual amount of the grant 
depends on the individual's other income. 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 arrange
ments. 

Federal and State COLA Requirements. Cost-of-living increases for 
the SSI/SSP grant are governed by both federal and state law. As regards 
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federal law, the SSA amendments of 1983 require California to maintain 
its SSP grants at or above the July 1983 level. This means that for aged or 
disabled individuals - who represent fhe largest groups of recipients -
the state must provide at least $157 per month in addition to the SSI grant 
provided by the federal government. 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, 1991, based on the change in the California 
Necessities Index (CNI) during calendar year 1989. The Commission on 
State Finance is required to calculate the CNI, which is based on 
December-to-December changes in inflation indexes reported for Los 
Angeles and San Francisco. At the time this analysis was prepared, the 
comnussion's calculation of the actual change in the CNI fot calendar 
year '1989 was not available. The commission's preliminary estimate of the 
change is 4.28 percent. 

Budget Proposes to Suspend Statutory COLA. The budget assumes 
enactment of legislation to waive the requirement for a state COLA for 
SSI/SSP grants in 1990-91. The budget estimates that this will result in 
General Fund savings of $141 million in the budget year, based on the 
estimated increase in the CNI of 4.62 percent. 

Table 3 displays the SSIISSP grants for 1990 and for 1991 with no state 
COLA (the budget prdPosal) and with a COLA of 4.62 percent. As the 
table shows, if legislation is enacted to waive the state COLA, the COLA 
in the federal SSI Program that will take effect on January 1, 1991 will be 
offset by a reduction in the SSP grant and will result in no change in the 
total grant. If, however, legislation is not enacted to waive ,the state 
COLA, grants to individuals would be $29 to $33 higher in 1991 than the 
grants in 1990. 

Estimates Will Be Updated In May , , 

We "';ithhold recommendation on $2.2 billion from the General Fund 
requ.ested for SSIISSP grant costs, pending review of revised SSIISSP 
expenditure estimates to be submitted in May. ' 

The proposed expenditures for the SSII SSP Program lire based on , 
actual caseload and cost data through July 1989. The department will 
present revised estimates in May, which will be bas~d on program costs 
through Febru~ry 1990. Because the revised estimates will be based on, 
more recent experience, the estimates will provide the Legislature with 
a more reliable basis for budgeting 1990-91 expenditures. ' 

Basic Caseload Estimate May Be' Too Low. The budget proposal 
assumes an average monthly SSI/SSP caseload of 832,100,which is an 
increase of 3.7 percent above estimated current-year caseloads. Table 4 
compares the caseload in each recipient category for 1988-89 through 
1990-91. 
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Table 3 
Department of Social Services 

Maximum Monthly SSI/SSP Grant Levels 
Calendar Years 

1990 and 1991 

Category of Recipient C 

Aged or disabled 
Individual: 

1990 

Total grant............................... $630 
SSI. ..................•.... ~............... 386 
SSP ................... ·.................... 244 

Couple: 
Total grant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,167 
SSI........................................ 579 
SSP............ .........................•. 588 

Blind 
Individual: 
Total grant............................... $104 
SSI........................................ 386 
SSP.......... ............................. 318 

Couple: 
Total grant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,372 
SSI. ..... :.. .......... ..................... 579 

. SSP........................................ 793 
Aged or disabled individual 
Nonmedical board and care: 
Total grant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $709 
SSI........ ................................. 386 
SSP...................... .............. ... 323 

Budget Proposal 
(no state COLA) a 

$630 
404 
226 

$1,167 
606 
561 

$704 
404 
300 

$1,372 
606 
766 

$709 
404 
305 

1991 
Statutory 

Requirement 
(with state COLA) b 

$659 
404 
255 

$1,221 
606 
615 

$737 
404 
333 

$1,435 
606 
829 

$742 
404 
338 

• Assumes no state COLA in SSI/SSP grants and a 4.7 percent increase in SSI grants January 1, 1991. 
~ Assumes. a 4.62 percent increase in SSI/SSP grants, based on the estimated CNI, and a 4.7 percent 

increase in SSI grants, both effective January 1, 1991. . 
C Unless noted, recipients are in independent living arrangements. 

Table 4 
Department of Social Services 

SSI/SSP 
Average Monthly Caseload 

1988-89 through 1990-91 
Actual Est. Prop. Percent Change 

Category of Recipient 1988-89 1989-90 1990-91 From 1989-90 

~t::::::::::::::::::::::::::::::::::::::::: 2~:~: 3~~:: 3~~:: i:~% 
Disabled ...................................... ; 458,957 479,500 499,300 4.1 

Totals........................................ 771,225 802,400 832,100 3.7% 

The budget projects a decrease in the rate of growth of the SSIISSP 
caseloadin 1990-91 as compared to the growth rate experienced to date 
in the current year. The 1990-91 caseload is projected to increase by 3.7 
percent. Table 5 shows that between the first five months of 1988-89 and 
the same period in 1989-90 the number of recipients increased by 4.6 
percent. Although this is only a difference of 0.9 percent above the 3.7 
percent projected by the Department of Social Services, the higher 

28-80282 
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growth rate would result in a General Fund cost above the proposed level 
of approximately $19 million .. 

Eligibility Category 

Table 5 
Department of Social Services 

. SSI/SSP 
Actual Change in Average SSI/SSP Caseload 

July through November 1988-89 and 1989-90 

july-November 
1988-89 1989-90 

Aged ............................................... . 288,588 300,340 
Blind ............................................... . 
Disabled ........................ ~ .................. . 

20,715 20,962 
453,368 476,457 

Totals ............................................ . 762,671 797,759 

DEPARTMENT OF SOCIAL SERVICES 
Special Adult Programs 

Item 5180-121 from the General 

Percent Change 
From 1988-89 

4.1% 
1.2 
5.1 
4.6% 

Fund and the Federal Trust 
Fund Budget p. HW 182 

Requested 1990-91 ......................................................................... . 
Estimated 1989-90 .......................................................................... . 
Actual 1988-89 ................................................................................. . 

Requested increase $389,000 (+10.3 percent) 
Total recommended reduction ........... , ...................................... . 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-121-OO1-Special Adult programs 
5180-121-890-Special Adult programs 

Total 

GENERAL PROGRAM STATEMENT 

Fund 
General 
Federal 

$4,161,000 
3,772,000 
3,357,000 

None 

Amount 
$4,086,000 

75,000 
$4,161,000 

The Special Adult programs consist of three distinct program elements 
designed to fund the emergency and special needs of Supplemental 
Security Income/State Supplementary Program (SSI/SSP) recipients. 
These elements are the (1) Special Circumstances Program, which 
provides financial assistance for emergency needs, (2) Special Benefits 
Program, which provides a monthly food allowance for guide dogs 
belonging to blind sst/SSP recipients, and (3) Temporary Assistance for 
Repatriated Americans Program, which provides assistance to needy U.S. 
citizens returning from foreign countries. 
ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
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The budget proposes an appropriation of $4.2 million for the Special 
Adult programs in 1990-91. This is $389,000, or 10 percent, more than 
estimated expenqitures for this program in the current year. This 
increase results primarily from projected expenditure growth in the 
Special Circumstances Program. Our analysis indicates that the proposed 
increase is appropriate. 

DEPARTMENT OF SOCIAL SERVICES 

Refugee Cash Assistance Programs 

Item 5180-131 from the Feder:al 
Trust Fund Budget p. HW 183 

Requested 1990-91 ......................................................................... . 
Estimated 1989-90 .......................................................................... . 
Actual 1988-89 ................................................................................. . 

Requested ip.crease $6,568,000 (+ 15. percent) 
Total·recommended reduction .................................................. . 

GENERAL PROGRAM STATEMENT 

$51,058,000 
44,490,000 
33,421,000 

None 

This item appropriates federal funds for cash grants to needy refugees 
who (1) have been in this country for less than one year and (2) do not 
qualify for assistance under the Aid to Families with Dependent Children 
(AFDC) Program or Supplemental Security income/State Supplemen
tary Program (SSI/SSP). The funds for assistance to refugees who receive 
AFDC or SSI/SSP grants are appropriated.under Items 5180-101-890 and 
5180-111-890, respectively. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes expenditures of $51 million in federal. funds in 

1990-91 for cash assistance to time-eligible refugees through the Refugee 
Cash Assistance (RCA) Program. This is an increase of $6.6 million, or 15 
percent, above estimated current-year expenditures. 

This increase is the result of (1) an $8.6 million increase in the RCA 
Program primarily due to a 20 percent increase in caseloads anticipated 
in 1990-91 and (2) a $2 mill,ion decrease primarily due to a reduction in 
the time limit on federal eligibility. The anticipated caseload increase is 
the result of federal' increases in the number of refugees admitted into 
this country of 29 percent and 7.3 percent in federal fiscal years 1989 and 
1990, respectively. 

Reduction in the Time Limit on Federal Eligibility. Prior to January 
1, 1990, the federal government paid 100 percent of the costs of public 
assistance - AFDC, SSI/SSP, and county general assistance - to needy 
refugees for the first two years that they were in this country. These 
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Refugee Cash Assistance Programs-Continued 
individuals are designated as "time-eligible" refugees. Time,eligible 
refugees who were needy, but who did not meet the eligibility require
ments of the AFDC or SSI/SSP programs, received cash assistance under 
the RCA Program for the first 12 months that they were in this country, 
after which period, some of these individuals qualified for assistance 
under county general assistance programs. 

In state fiscal'years 1989-90 and 1990-91, the federal government will 
continue to pay 100 percent of the costs for assistance under the RCA 
Program. Eligible refugees will continue to receive assistance under the 
RCA Program for the first 12 months that they are in. this country. 

Beginning in January 1990, the federal government will reduce from 24 
to 4 the number of months for which it will pay 100 percent of the costs 
of all other public assistance for refugees. One effect of this change is to 
eliminate 100 percent federal funding for refugees who have been in this 
country for 13 to 24 months. This will shift the responsibility for the 
general assistance costs of these refugees from the federal government to 
the counties, beginning in January 1990. 

The effect of the reduction of the federal time limit on the AFDC and 
SSI/SSP programs is to shift to the 'state and local governments a portion 
of the costs of aid to time-eligible refugees who receive aid under' these 
programs. We discuss these shifts under Items 5180-101-001 (AFDC) and 
5180-111-001 (SSI/SSP). 

DEPARTMENT OF SOCIAL SERVICES 

County Administration of Welfare Programs 

Item 5180-141 from the General 
Fund and the Federal Trust 
Fund Budget p. HW 182 

Requested ,1990-91 ........................................................................ ,$836,481,000 a 

Estimated 1989-90 ............ ~............................................................ 728,963,000 
Actual 1988-89 ............................................................................... 586,694,000 

Requested increase $107,518,000 (+ 15 percent) 
Total recommended reduction ............................................... ;. None 
Recommendation pending ................................. ;........................ 836,481,000 

• Includes $20,542,000 proposed in Item 5180·181-890 to provide a 4.6 percent cost·of.living adjustment. 
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1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-141-OO1-County administration 
51BO-141:S90-County administration 
51BO-181-890--Cost-of-living adjustment 
Control Section 23.So.-:-Local assistance 

General 
Federal 
Federal 

Fund 

State Legalization Impact Assis
tance Grant 

Amount 
$200,943,000 
614,659,000 
20,542,000 

337,000 

Total $836,481,000 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. County Administration Budget. Withhold recommendation 734 
on $836 million ($201 million· General· Fund;:; $636 million 
federal funds) pending review of revised estimates in May. 

2. Work Measurement Study. Recommend that: 736 
a. The Departments of Social Services (DSS) and Health 

Services (DHS) report at budget hearings on the status 
of the work measurement study. 

b. The Legislature adopt supplemental report language 
requiring the DSS and DHS to submit a report on the 
findings of the study and their plans to incorporate these 
findings into the budgeting process. 

GENERAL PROGRAM STATEMENT 
This item contains funds to cover the state and federal share of the costs 

incurred by counties in administering (1) the Aid to Families with 
Dependent Children (AFDC) Program - including the proposed 
Transitional Child Care Program, (2) the Food Stamp Program, (3) the 
Child Support Enforcement Program, (4) special benefits for aged, blind, 
and disabled adults, (5) the Refugee Cash Assistance Program, and (6) 
the Adoption Assistance Program. In addition, this item supports the cost 
of training county eligibility staff. 

MAJOR ISSUES 

Ii7f A significant amount of work remains to be done 
L;.J before the Legislature can use the results of the Work 

Measurement Study to budget and allocate funds to 
county welfare departments. 
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The budget proposes an appropriation of $201 million from the General 
Fund as the state's share of the costs that counties will incur in 
administering welfare programs during 1990-91. This is an increase of $18 
million, or 9.9 percent, over estimated current-year General Fund 
expenditures for this purpose. The $201 million includes $6.5 million. to 
fund increased General Fund costs resulting from the state's share of the 
ongoing costs of the estimated 4.4 percent cost-of-living adjustment 
(COLA) granted by the counties to their employees during 1989-90. 
Similarly, counties will pay for any COLAs granted to county employees 
in 1990-91 using county and federal funds. The state will fund i~s share of 
the ongoing costs resulting from COLAs granted in 1990-91 starting in 
1991-92. 

The budget proposes total expenditures of $1.1 billion for county 
administration of welfare programs during 1990-91, as shown in Table 1. 
This is an increase of $131 million, or 13 percent, over estimated 
current-year expenditures. 



Program State 
L AFDC administration ......... $119,380 
2. Nonassistancefood stamps.... 28,033 
3. San Diego food stamp cash 

out" .......................... . 
4. Child support enforcement .. . 
5. SPecial adult programs ....... 2,537 
6. Refugee cash assistance. . . . . . . 539 
7. Adoption assistance. . . . . . . . . . . 431 
8. Staff development. . . . . . . . . . . . 3,133 
9. Transitional child care ....... . 

10. Estimated 4.6 percent COLA 
for county staff (1990-91) ... . 

Table 1 
County Welfare Department Administration 

BudgetSummar.y . 
1988-89 through 1990-91 

(in thousands) 
Actual 1 fJ88--S9 Estimated 198fH10 

Federal County Tofal State 
$133,783 

42,802 

Federal County Totiil 
$185,567 $132,809 $437,756 $221,909 $141,491 $497,183 
122,285 39,509 189,827 170,546 46,108 259,456 

9,758 9,758 
112,902 54,158 167,060 128,278 66,291 194,569 

103 2,640 2,828 2,828 
6,844 30 7,413 8,364 562 8,926 

218 8 657 334 467 12 833 
4,825 3,198 11,156 3,081 6,676 3,575 13,33~ 

59 58 117 

State 
$146,265 

46,849 

3,044 

413 
3,577 

795 

Proposed 1990-91 
Federal County Total 
$227,976 $143,076 $517,317 
. 178,081 46,782 271,712 

56,726 56,726 
133,967 69,573 203,540 

3,044 
9,680 1,240 10,920 

594 1,007 
7,178 3,578 14,333 

794 1,589 

20,542 17,676 38,218 
Totals ............................... $154,053 $432,641 b $229,815 $816,509 b $182,887 $546,076 b $258,039 $987,002 b $200,943 $635,538 b $281,925 $1,118,406 b 

• Amounts shown are to provide cash grants in lieu of food stamp coupons to eligible individuals, and thus are not "administrative" costs as typically defined. 
b Includes State Legalization Impact Assistance Funds. These funds are budgeted under Control Section 23.50. 
C The state will not share in the costs of COLAs granted to welfare department employees for 1990:-91 until 1991-92. 

~ 
01 
~ 

~ 

::Il 
~ 
~ 
~ 

~ 
...... 

i:1 
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County Administration of Welfare Programs-Continued 
Table 2 shows the budget adjustments that account for the net $131 

million increase in county administration expenditures proposed for 
1990-91. Significant changes include: 

• A $47 million increase in federal funds (no General Fund or county 
funds) due to an expansion of the San Diego Food Stamp Cash-Out 
Demonstration Project. Under this demonstration project, San Diego 
County provides cash rather than food stamps to eligible individuals. 
Thus, these costs are not "administrative" costs as typically defined. 

• A $38 million increase in federal and county funds (no General Fund 
monies) to provide a 4.6 percent COLA estimated for 1990-91. The 
General Fund share of the ongoing costs of this COLA will be 
covered in the state budget beginning in 1991-92. 

• A $35 million increase ($8.5 million General Fund) to fund admin
istration costs related to estimated increases in public assistance 
caseloads (basic costs). Of the total increase, $22 million ($5.7 million 
General Fund) is due to increased caseloads in the AFDC Program. 

• A $7.2 million increase ($2.9 million General fund) to fund increased 
costs related to development and implementation of a statewide 
automated welfare system (SAWS). The $7.2 million increase. ($4.6 
million for AFDC administration and $2.6 million for nonassistance 
food stamp administration) reflects (1) addition~ development and 
procurement costs related to the counties that are preparing to 
implement their automated systems and (2) the costs for additional 
counties to prepare advanced planning documents. for their auto
mated systems. 

• A net increase of $2 million ($6.4 million General Fund cost, $1.1 
million federal funds cost, and $5.5 million county fundssavtngs) to 
fund the estimated 4.4 percent retroactive COLA for 1989-90. The 
net increase is primarily the result of higher caseloads in 1990-91: The 
General Fund increase - and the. county savings -:- is due to a shift 
in costs from the counties to the state. The cost shift occurs because 
in 1990-91, the state will pick up its share of the ongoing costs of the 
COLA provided by counties to their employees in 1989-90. 

The fact that no General Fund monies are used for the. two largest cost 
increases in 1990-91 - the San Diego Food Stamp Demonstration Project 
($47 million) and the 1990-91 COLA for county employees ($38 million) 
accounts for the large difference between expenditure increases for the 
General Fund ($18 million) and all funds ($131 million). 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation on $836 million ($201 million General 
Fund and $636 million federal funds) requested for county adminis
tration of welfare programs pending receipt of revised estimates of 
county costs to be submitted in May. 

The proposed expenditures for county administration of welfare pro
grams in 1990-91 are based on 1989-90 budgeted costs updated to reflect 



Item 5180 HEALTH AND WELFARE / 735 

Table 2 
County Administration of Welfare Programs 

Proposed 1990-91 Budget Changes 
All Funds 

(dollars in thousands) 

1989-90 expenditures (revised) ................................... . 
Adjustments to ongoing costs or savings 

AFDC administration: 
Basic c;aseload costs ..................... ~ .................... ', 
Court' cases/legislation ................................ :, ..... . 
Reduced GAIN .savings ...................................... . 
Statewide Automated Welfare System (SAWS) ............ . 
Change in Refugee Program ................................ . 
Other; .... !; > .................................................. . 
. Subtotals, AFDC ............. , : ..................... ' .......... . 

Child supporf administration: 
Basic caseload costs.· .......................................... '. 
Los Angeles County - increased administrative costs ..... . 
Other~ ....... : .. : .............................................. . 
Subtotals, child support administration ..................... . 

Nonassistance food stamps administratiori: 
Basic caseload costs .......................................... . 
.SAWS .......................................................... . 
Other ......................................................... . 
Subtotals, food stamps .......................... ; ............ . 

Other programs: . . 
Basic caseload costs .... ; ......... .': ....................... .' ... . 
San Diego food stampcashout. ............................ .. 
Immigration Reform and Control Act ...................... . 
Subtotals, other programs ............. , ....................... . 

New costs: . 
Retroactive COLA (4.4 percent) .......................... .. 
Estimated COLA for 1990-91.. ............................... . 
Subtotals, neW costs ............................. , ............ . 

1990-91 expenditures (proposed) ............................... .. 
Change from 1989-90 estimated expenditures: 

Amount ........................................................ .. 
.Percent ...... ",' ............................................. ~ .. . 

General Fund 
$182,887 

$5,683 
-1,610 

-545 
1,853 
2,144 

7 
($7,532) 

(-) 

$1,468 
1,059 

190 
($2,717) 

$1,384 

($1,384) 

$6,423 

($6,423) 

$200,943 

$18;056 
9.9% 

All Funds 
$987,002 

$22,170 
-6,537 
-2,189 

4,556 

1,419 
($19,419) 

$1,511 
5,998 

514 
($8,023) 

$6,369 
2,618 
2,955 

($11,942) 

$4,768 
46,968 

58 
($51,794) 

$2,008 
38,218 

. ($40,226) 

$1,118,406 

$131,404 
13.3% 

the department's caseload estimates for 1990-91. In May, the department 
will present revised estimates of county costs based on actual county costs 
in 1989-90: For example, the May estimates will reflect the actual amount 
of COLAs counties provided to their employees during the current year, 
whereas the proposed expenditures are based on estimated. county 
COLAs. In addition, the May estimate will incorporate changes reflected 
in approved county cost control plans for 1990-91 and the department's 
updated caseload' data for county-administered programs. 
. Because the. revised' estimate of county costs will be based on more 

recent! and accurate information, the estimate will provide the Legisla" 
ture with a more reliable basis for. budgeting 1990"91 expenditures. 
Therefore, we withhold recommendation on the amount requested for 
county· administration of welfare programs pending review of the May 
estimate. 
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We recommend that the Legislature require the Departments of 
Social Services (DSS) and Health Services (DHS) to report to the fiscal 
committees during budget hearings on the status of the work measure
ment study of the Aid to Families with Dependent Children (AFDC), 
Nonassistance Food Stamp (NAFS), and Medi-Cal programs. 

In addition, we recommend that the Legislature adopt supplemental 
report language requiring the DSS and the DHS to report by October 
1, 1990 on the findings of the completed study and their plans to 
incorporate these findings into the 1991-92 budget process. 

Background. The Legislature took action in the 1975 Budget Act that 
resulted in a plan for controlling the counties' costs of administering the 
AFDC, Medi-Cal, and NAFS programs. The Legislature took this action 
because it was concerned about (1) increases in administrative costs for 
public assistance programs and (2) large differences in administrative 
costs per case among counties. 

The cost control plan allows the state to budget and control the costs of 
administering public assistance programs by: 

• Establishing productivity standards for county eligibility workers 
(expressed in terms of the average number of cases a county worker 
is required to process during a month). 

• Determining the number of budgeted eligibility workers per county 
based on the productivity standards and anticipated county case
loads. 

• Determining county overhead and supervisory costs based on the 
number of budgeted eligibility staff. . 

Legislative Intent With Respect to Productivity Standards. The 
productivity standards play a key role in the cost control plan because 
they are the primary basis for determining the amount of administrative 
funds a county will receive. During the last five years, the Legislature has 
required the DSS and the DHS, in conjunction with the County Welfa:re 
Director's Association (CWDA), to report on va:rious issues relating to the 
productivity standards. Among other things, the Legislature required the 
departments, in conjunction with the CWDA, to evaluate the current 
procedure used to determine productivity targets for the AFDC, NAFS, 
and Medi-Cal programs and to identify alternative approllches to setting 
these targets. (The approach used to conduct this evaluation is referred 
to as the work measurement study.) 

Based on our review, we conclude that the progress of the work 
measurement study has not met legislative expectations. Specifically, the 
Legislature had pla:nned to use the results of the study during the 1989-90 
budget process. This was not possible because the departments and the 
c01.lllties did not (!omplete the study in time to do so. Moreover, based on 
the timetable that the department and the counties have agreed to, it 
does not appear that the Legislature will be able to use the results of the 
work measurement study for budgeting county administration costs for 
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1990-91. Thus, the earliest the Legislature can reasonably expect to 
iIIiplementthe results of the work measurement study would be in the 
1991-92 budget, two years later than originally planned. 

Current Status of Work Measurement Study. In January 1990 the Joint 
State / CWDA Work Measurement Steering Committee briefed legislative 
staff on the status of the study. The committee reported that certain 
activities had been completed, including (1) separating the 40 largest 
counties into three groups based, on similarities in caseload characteristics 
and the level of automation, (2) . selecting from each group, three 
counties - one for each program - to be studied (AFDC, NAFS, and 
Medi-Cal), which resulted in nine study sites, and (3) developing and 
testing a methodology for conducting the site studies. 

The committee indicates that it expects to complete the AFDC and 
NAFS reviews and report its findings in March 1990. In addition, the 
committee postponed until the spring of 1990 the work measurement 
studies for the Medi-Cal Program, due to recent significant changes in the 
program. The committee indicated that it expects to coinplete these 
studies and report their finding by August 1990. 

Significant Amount of Work Still Required. The tasks remaining to 
be completed with respect to work measurement are significant. They 
include the completion of work-ll}easurement studies for the Medi-Cal 
program, analysis of the findings of all nine studies, and development of 
a process to link these findings to the budgeting process for county 
administrative costs. Given the amount of work that needs to be done 
before the Legislature can use the results to budget for county adminis
tration, we do not believe that the Legislature can reasonably expect to 
incorporate the findings of even the AFDC and NAFS studies into the 
budget process for the 1990-91 fiscal year. On this basis, we recommend 
that the Legislature (1) require the DSS and the DHS to report at the 
time of the budget hearings on the status of the work measurement study 
and (2) adopt supplemental report language requiring the DSSand the 
DHS to report by October 1, 1990 on the findings of the completed work 
measurement study and its plan for incorporating these findings into the 
1991-92 budget process. 

Specifically, we recommend the adoption of the following supplemen-
tal report language: 

By October 1, 1990 the DSS and the PHS shall submit a joint report to the 
Legislature regarding the findings of' the work measureinimt study on a 
county-specific basis. The report shall include: 

L An analysis of the fiscal impact on the,federal, state, and county 
governments should, the budget process for eligibility worker caseloads be 
based on the findings of the work measurement study. 

2. A description of the methodology that would be used to set county 
productivity targets using the results of the study. 

3. An estimate of the cost of fully iniplemeilting the findings of the study 
taking into accoUnt salary expenditures (direct salary, fringe benefits, and 
overhead), caseload size, number of supervisors, and appropriate supportive 
eligibility functions. 
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4. Other options for implementing the study findings and the fiscal impacts 

related to each option. 

DEPARTMENT OF SOCIAL SERVICES 

Social Services Programs 

Item 5180-151 from the General 
Fund and the Federal Trust 
Fund Budget p. HW 183 

Requested 1990-91 ................................ : ..................................... $1,396,863,000 a 

Estimated 1989-90 ...................................................................... 1,387,119,000 
Actual 1988-89 ............................................................................. 1,154,098,000 

Requested increase $9,744,000 (+0.7 percent) 
Total recommended reduction ............................................. . 
Recommendation pending .......... : .......................................... . 

750,000 
589,880,000 

a Includes $2,591,000 proposed in Item 5180-181-890 t~ provide a 4.6 percent cost-of-Iivingadjustment. 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-151-OO1-Social seivices programs-local 

assistance 
5180-151-B90--Social services programs-local 

assistance 
51BO-1B1-B90--Social services programs-local 

assistance COLA 
Reimbursements 
Welfare and mstitutions Code Section 

. 1B969--Appropriation 

Total 

Fund 
General _ 

Federal 

Federal. 

Children's Trust 

Amount 
$802,288,000 

-587,749,000 

2,591,000 

3,235,000 
. 1,000,000 

$1,396,863,000 

Analysis 
SUMMARY OF- MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Child Welfare Services (CWS) - Program Growth Adjust~ 745 
ment. Recommend that the department report to the 
Legislature, prior to budget hearings, on (a) how it intends 
to limit the effect of the reduction to the Family Mainte
nance, Family Reunification, and Permanent Placement 
components of the CWS Program, (b) how it expects 
counties to absorb the reduction, and (c) its estimate of the 
full fiscal effect of the reduction. 

2. CWS - Expansion of Pilot Projectfor Substance-Exposed 747 
Infants in Foster Care. Reduce reimbursements to Item 
5180-151-001 by $500,000 and reimbursements to Item 5180-
001-001 by $116,000. Recommend deletion of funding for the 
proposed expansion of the Department of Social Services' 
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(DSS) foster care pilot project, because the proposed fund
ing is inconsistent with federal law. 

3. In-Home Supportive Services (IHSS). Withhold recommen- 750 
dation on $590 million for support of the IHSS Program, 
pending receipt of the May revision .. Further recommend 
that the departmenfsMay revision of the IHSS budget 
estimate reflect the fiscal effects of (a) potential overesti
mation of average hours of service, (b) recent changes in 
workers' compensation law, (c) potential budget-year pay
ments related to the Miller v. Woods decision, and (d) the 
statutory adjustment of IHSS maximum service awards. . 

4. IHSS - Program Reduction. Recommend that the depart- 755 
ment, prior to budget heariIigs, provide the following infor
mation to the fiscal committees: (a) details of the legislation 
needed to implement the proposal, (b) a summary of the 
function-by-function scores of individuals with functional 
index scores of 2.5 or less, (c) the effect on estimated savings 
of potential additional Supplemental Security Income/State 
Supplementary Program costs, (d) the effect of potential 
implementation delays on estimated savings, and (e) a more 
reliable estimate of the number. of individuals with relative 
providers who will be affected by the proposal. 

5. IHSS - Potential to Reduce Costs by Reducing Average 757 
Hours of Service. Rec~mmend that the department report 
to the fiscal committees, prior to budget hearings, on (a) the 
cost of administrative efforts to reduce average hours of 
service in 12 specified counties, (b) the potential effects of 
such efforts on IHSS expenditures and. recipients, and (c) 
the likely timing of these effects. 

6. Licensed Maternity Home Care. Reduce Item 5180-151-001 759 
by $250,000. Recommend a reduction in General Fund 
supportto more accurately reflect the program's anticipated 
spending level. 

7. Greater Avenues for Independence (GAIN). Proposed 766 
GAIN allocation would make no progress toward a uniform 
statewide methodology. 

8. Child Abuse Prevention. Proposed elimination of the Child 768 
Abuse Prevention Training Act Program is a policy decision. 
Options to elimination include refocusing the preschool 
component and scaling back the remainder until an evalu-
ation of program effectiveness can be conducted .. 

GENERAL PROGRAM STATEMENT 

The Department of Social Services (DSS) administers various pro
grams that provide services, rather than cash, to eligible persons who 
need governmental assistance. The seven major programs providing 
these services are (1) Child Welfare Services (CWS), (2) County Services 
Block Grant (CSBG), (3) In-Home Supportive Services (IHSS), (4) 
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Greater Avenues for Independence (GAIN), (5) Adoptions, (6) Refugee 
programs, aild (7) Child Abuse Prevention. 

Federal funding for social services is provided pursuant to Titles IV-A, 
IV -B, IV -C, IV -E, IV -F, and XX of the Social Security Act and 'the Federal 
Refugee Act of 1980. In addition, lO percent of the funds available under 
the federal Low-Income Home Energy Assistance (LIHEA) block grant 
are transferred to Title XX social services each year. 

MAJOR ISSUES ~ 

.-.,r The budget proposes to reduce General Fund support 
L;.J forthe Child Welfare Services Program by $24 million . 

.-.,r The budget proposes to restrict eligibility for; the In
L;.J Home Supportive Services Program, for a ,General 

Fund savings of $71 million . 

.-.,r The budget proposes $164 million less for the GAIN 
L;.J program than the amount needed to serve total antici

patedcaseloads in all counties . 

.-.,r The budget proposal to eliminate funding for the Child 
L;.J, Abuse Prevention Training Act Program represents a 

policy issue for the Legislature. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes $1.4 billion in expenditures from state funds ($802 
lIlillion General Fund and $1 lIlillion State Children's Trust Fund), 
federal funds ($590 lIlillion) , and reimbursements ($3.2 lIlillion) , to 
support social services programs in 1990-91. In addition, the budget 
anticipates that counties will spend $112 lIlillion from county funds for 
these programs. Thus, the budget anticipates that spending for social 
services programs in 1990-91 will total $1.5 billion. Table 1 displays 
program 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, Program Expenditures 
1988-89 through 1990-91 • 
(dollars in thousands) 

Actual Est. Prop. 
Program 1988-89 1989-90 1990-91 b 

Child welfare services ........................ $379,188 $462,025 $505,516 
County services block grant ................. 82,224 84,775 86,600 
In-home supportive services ................. ' 566,187 628,241 609,101 
Maternity home care ......................... 2,154 2,154 2,154 
Access assistance for deaf .................... 3,452 3,442 3,442 
Greater Avenues for Independence C ....... 132,147 232,600 221,000 
Adoptions ..................................... 27,439 31,589 29,728 
Refugee assistance ........................... 40,250 27,685 39,769 
Child abuse prevention ...................... 23,224 23,645 11,250 

Totals .................................... $1,256,265 $1,496,156 $1,508,560 
Funding Sources b 

General Fund .. .............................. $689,471 $820,890 $802,288 
Federal Trust Fund .......................... 459,971 562,494 590,340 
County funds ................................. 102,167 109,037 1ll,697 
State Children's Trust Fund . ................ 2,025 1,000 1,000 
Reimbursements .............................. 2,631 2,735 3,235 

Change From, 
1989-90 

Amount Percent 
$43,491 9.4% 

1,825 2.2 
-19,140 -3.0 

-11,600 -5.0 
-1,861 -5.9 
12,084 43.6 

-12,395 -52.4 
$12,404 0.8% 

-$18,602 -2.3% 
27,846 5.0 
2,660 2.4 

500 18.3 

• Includes actual 1988-89 and anticipated 1989-90 and 1990-91 county expenditures. 
b Includes funds for 1990-91 COLAs ($2.6 million from the Federal Trust Fund and $20.5 million in county 

funds). Also included in these amounts is the General Fund share of the COLAs that counti,es 
granted their child welfare service workers in 1989-90. ' ' 

C Excludes General Fund expenditures for GAIN from Control Section 22 and other funds for GAIN 
appropriated in other items in the Budget Bill. Table 8 in our analysis of the GAIN Program in this 
item displays all the funds appropriated in the Budget Bill for GAIN. Amount shown for 1988-89 
includes funds for the now-defunct federal Work Incentive Demonstration Program. 

Significant Budget Changes 

Table 2 shows that the proposed level of expenditures from all funds for 
social services programs in 1990-91 represents an increase of$12 million, 
or 0.8 percent, above estimated current-year expenditures. It also shows 
the major changes proposed for social services programs. The major 
changes displayed in the table that are not discussed elsewhere in this 
analysis of the social services programs item are as follows: 

• A $43 million ($35 million General Fund) increase due to the 
anticipated growth in CWS caseloads . 

• A $1.4 million net reduction for cost-of-living adjustments (COLAs) 
that counties granted to CWS workers in 1989-90. The primary reason 
for the reduction is that the department reduced its estimate of the 
COLA downward, from 5.2 percent to 4.4 percent. The net reduction 
consists of (1) an increase of $16 million in General Fund costs that 
results because, consistent with the state's "retroactive" COLA 
policy, the state did not share in the 1989-90 costs of these COLAs 
during 1989-90, but will begin providing its share of these costs in 
1990-91, (2) a reduction of $18 million in county costs, also due to the 
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"retroactive" COLA policy, and (3) a reduction of $79,000 in the 
federal costs associated with the 1989-90 COLA due to the depart
ment's reestimate. 

• A $23 million increase in federal and county funds for the cost of the 
COLAs to be granted to county CWS workers in 1990-91. Under the 
"retroactive" COLA policy, the state share of these costs will be 
provided beginning with the 1991-92 budget. 

Table 2 
Department of Social Services 

Social Services Programs 
Proposed 1~91 Budget Changes 

(dollars in thousands) 

1989~90 expenditures (revised) .................................. . 
1990-91 adjustments 
Child welfare services (CWS): 

Caseload increase .............................................. . 
Program growth adjustment ................................... . 
Increased costs of Substance-Exposed Infant Pilot Program .. 
Prior-year COLA .............................................. . 
Other adjustments ............................................. . 

Subtotals, CWS ............................................... . 
County services block grant caseload increase .................. . 
In-home supportive services (IHSS): 

Increased caseload and average hours of service ............. . 
Settlement of Miller v. Wood!- court case ..................... . 
Program reduction .......... ; ........... ; ...................... . 
Iri.creased costs for payroUing contracts and workers' com-

pensation ..................................................... . 
Subtotals, IHSS .............................................. . 

Greater Avenues for Independence Program a ..•••••••.•.••••.• 

Adoptions ......................................................... . 
Refugee programs: 

Increased targeted assistance caseload ........................ . 
Increased employment! social services caseload .............. . 

Subtotals, refugee programs ......... ; ....................... . 
Child abuse prevention: 

Elimination of Child Abuse Prevention Training Program .. . 
Other ............................................................ . 

Subtotals, child abuse prevention ........................... . 
Estimated 1990-91 COLA for county CWS staff (4.6 percent) b. 

1990-91 expenditures (proposed) ................................ . 
Change from 1989-90: 

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

General Fund 
$820,890 

$35,069 
-24,127 

2,185 
16,314 
1,368 

($30,809) 
$1,976 

$53,374 
-12,159 
-71,100 

1,902 
(-$27,983) 
-$11,100 

-902 

(-) 

-$10,050 
-1,352 

(-$11,402) 

$802,288 

-$18,602 
-2.3% 

All Fund!
$1,496,156 

$43,373 
-24,127 

2,685 
-1,400 

-98 
($20,433) 

$1,825 

$62,217 
-12,159 
-71,100 

1,902 
(-$19,140) 
-$11,600 

-1,861 

3,047 
9,037 

($12,084) 

-$10,050 
. -2,345 

(-$12,395) 
$23,058 

$1,508,518 

$12,404 
0.8% 

a Excludes General Fund expenditures for GAIN from Control Section 22 and other items of the Budget 
Bill. 

b The state share of the COLAs that counties grant to their cllild welfare services workers during 1990-91 
will be included in the base funding for the program beginning with the 1991-92 budget. 

The proposed increase of $12 million from allfunds consists of (1) a 
General Fund decrease of $19. million, or. 2.3 percent, (2) a federal fund 
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increase of $28 million, or 5 percent, (3) an increase in,county funds of 
$2.7 million, or 2.4 percent, and (4) a $500,000, or 18 percent, increase in 
reimbursements. 

ANALYSIS AND RECOMMENDATIONS 

CHILD WELFARE SERVICES' 

The Child Welfare Services (CWS) Program provides services to 
abused and neglected children and children in foster care and their 
families. The program has four separate elements: 

• The Emergency Response (ER) Program requires cOWlties to provide 
immediate social worker response to allegations of child abuse and 
neglect. 

• The Family Maintenance (FM) Program requires counties to provide 
ongoing services to children (and their families) who have been 
identified through the ER Program as victims, or potential victims, of 
abuse or neglect. 

• The Family Reunification (FR) Program requires counties to pro
vide services to children in foster care who have been temporarily 
removed from their families because of abuse or neglect. 

• The Permanent l'laceme,nt (PP) Program requires counties. to pro
vide case managementand'placement services to children in foster 
care who c~ot be safely returned to their fru:p.ilies. ' 

Proposed Expenditures 

The budget proposes expenditures of $505 million ($339 million 
General Fund, $88 million federal funds, and $78 million county funds) 
for the CWS Program in 1990-91. The total General Fund request 
represents an increase of $31 million, or 10 percent, above estimated 
1989-90 expenditures. As Table 2 shows, the significant changes that 
account for the increase are as follows: ' 

~, A $35 million General Fund ($43 million total funds) increase to f)md 
an estimated 9.9. percent increase in the basic CWS caseload. 

• A $24 million General Fund reduction due to a proposed ~'program 
growth adjustment," which is designed to limit the growth of 
General, Fund support for the, CWS Program in the budget year. 

• A $16 million, General Fund .increase ($1.4 million total funds 
reduction) to fund the state's share of the cost-of-living adjustments 
(COLAs) that counties granted their workers in 1989-90~ , 

• A $2.2 million General Fund increase ($2.7 million total funds) to 
fund continued implementation and expansion of a pilot program for 
substance-exposed infants in foster care. 

CWS Costs· Have Increased Substantially in Recent Years 

, Chart 1 displays CWS Program expenditures, by funding source, forthe 
past 10 years. As the chart shows, expenditures' for the program have 
more than tripled since 1981-82. Specifically, costs have increased from 
$134 million in 1981-82 to a proposed $505 million in 1990-91. This 
represents an average annual increase of 16 percent. 
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1981-82 through 1990-91 (in millions) 

$600 D Projected groWth without program reduction (entire bar) 
D Budget proposal . , 
• Actual (estimated for 1989-90) 

400 

200 

82 83 84 85 86 '87 88 89 90 91 

There are three reasons for the rapid growth in CWS costs: 

• An increase in the number of county welfare department social 
workers in the four components of the CWS Program. Between 
1981-82 and 1988-89 - the last year for which actual county expEm
diture data are available - the number of social workers increased 
from 2,902 to 4,497, an increase of 55 percent. This increase, in turn, 
is attributable to two factors. First, since 1984-85, the state has 
budgeted the costs of the CWS Program based on cases-per-worker 
standards designed to cover the full range of social worker activities 
mandated by the program. Second, .the program has experienced 
considerable growth in the number of children and families it serves. 
Although comparable data are not available since 1981-82 for the 
Emergency Response and Family Mllintenance components of the 
Program, caseload data from the Family Reunification and Perma
nent Placement components provide an example of the kinds of 
caseload increases the program has experienced. Between 1981-82 
and 1988-89,the number of children in these two programs increased 
from 28,000 to 65,000, an increase of 1~2 percent, or 11 percent per 
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year. The department anticipates that increases of this magnitude 
will continue in the current and budget years . 

• An increase in the average cost of CWS social workers. The average 
cost per worker in the program, including salary, benefits, and 
adniinistrative overhead· costs increased from $42,100 per worker in 
1981-82 to an estimated $77,000 in 1989-90, an increase of almost 83 
percent. 

• Substantial expansion of the purchase of services for CWS clients 
since the enactment of Ch 978/82 (SB 14, Presley). Beginning in 
1982, counties have·been required by state law to provide a variety 
of services that are not usually provided by CWS social workers, such 
as counseling, transportatiori, and in-home caretakers; to children· 
and families in the CWS Program. The department estimates that 
courities will spend $43 million to purchase these types of services for 
CWS clients in 1990-91. 

Proposed Program Growth Adjustment Is a Policy Decision for the 
Legislature 

We recommend that the department report to the Legislature prior to 
budget hearings on the following issues regarding the proposed $24 
million . General Fund· reduction in the Child Welfare Services Pro
gram: (1) how it intends to limit the effect of the reduction to the FM, 
FR, andPP components of the CWS Program, as· the budget assumes; 
(2) how it expects counties to absorb the reduction; and (3) its estimate 
of the full fiscal effect of the reduction. . 

The budget proposes to limit the projected growth in General Fund 
expenditures for the CWS Prograln through a "program growth adjust
ment". of $24 million. As Chart 1 shows, this proposal would bring the total 
costs of the CWS Program down from $529 million to $505 million, for a 
savings. of 4.5 percent. 

This proposal represents the first time sin(!e the CWS Program was 
reformed in 1982 that the administration has proposed to fund the 
program at lessthan.its full estimated costs. This is a major policy decision 
which the Legislature wi.P have to evaluate in light of its overall fiscal 
priorities. However, we have identified three concerns withthe proposal, 
which we discuss below. . 

1. The proposal does notspecify how the department would limit 
staffing reductions to the FM, FR, and PPcomponents of the CWS 
Program. The department advises that the proposed reduction corre
sponds to what it would cost to fund the anticipated amount of caseload 
growth in the FM, FR, and PP components of the program. Specifically, 
the proposal eliminates funding for the additional social workers that 
would be needed to cover the anticipated· caseload growth in these three 
components in 1990-91.· However, the budget includes funds that the 

. department advises would be needed for additional social workers to 
cover the anticipated caseload growth in the ER component; The 
department indicates that the reduction was limited to theFM, FR, and 
PP programs because counties cannot control caseloads in the ER 
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component due to statutory requirements that county ER workers 
respond to all reports of child abuse and neglect. 

However, the department lacks a mechanism to ensure that counties 
will limit staffing only in the FM,.FR, and PP components. of the program. 
Under the department's current allocation and cost control plans for the 
CWS Program, counties have broad discretion in allocating staff among 
the four CWS components, consistent with their own programmatic and 
fiscal priorities. In order to implement the "program growth adjustment" 
consistent with the administration's proposal" (that is, with no reductions 
in the ER component), the department would have to establish new 
procedures requiring the counties to staff the ER component at the levels 
specified by the department. At the time this analysis was prepared, 
however, the department had not developed a method to ensure that ER 
staffing levels would be unaffected by the proposed reduction, consistent 
with the assumption in the budget. 

2. The department has not determined whether counties would 
absorb the reductions by increasing efficiency or by failing to perform 
some of the tasks required under current law. Since the proposed 
reduction is relatively small - 4.5 percent - it is possible that counties 
could absorb the reduction through increased efficiency in their admin
istration of the CWS Program. To the extent that counties cannot achieve 
$24 million in efficiencies, however, the reduction would result in social 
workers being able to perform fewer of the tasks required of them under 
current state law. If this is the case, it would be better public policy to 
statutorily eliminate some of the currently required tasks, than to force 
counties into the position of having to choose which statutory require
ments to ignore. We believe that the department needs to consider the 
method in which counties will achieve the proposed reduction, in order 
to advise the Legislature about any potential program modifications that 
would be necessary to implement the reduction. 

3. The DSS' Estimate Does Not Address the Full Fiscal Effect of the 
Proposed ''Program Growth Adjustment." At the time the budget was 
prepared, the department estimated that the program growth adjust
mentwould result in General Fund savings of $24 million. However, the 
budget does not take into account the following factors: 

• The loss of federal funds that would result from reduced General 
Fund support ofthe FR and PP programs. Current federal law allows 
states to claim federal financial participation at the rate of 50 percent 
for certain FR and PP costs associated with federally eligible 
children. 

• Additional General Fund, federal funds, and county funds savings 
due to the reduced costs of 1989-90 and 1990-91 COLAs that would 
result from the lower staffing levels associated with the proposal. 

Based on data provided by the department, we estimate that these 
factors would increase the savings to all funds resulting from the 
proposed "program growth adjustment" by $1l.5 million ($1.1 million 
General Fund, $9.3 million federal funds, and $1.1 million county funds). 
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However, the department advises that this estimate would be subject to 
change based on the department's May revision of the CWS estimate. 

Summary. In order to evaluate the merits of the department's 
proposal, we believe that the Legislature will need more detail from the 
department addressing these concerns. Therefore, we recommend that 
the department report to the Legislature, prior to budget hearings, on 
(1). how it intends to limit the reduction to the FM, FR, and PP 
components of the CWS Program, as the budget assumes, (2) how it 
expects counties· to absorb the reduction, and (3) its estimate of the full 
fiscal effect of the reduction. 

Proposed Funding Source for Pilot Project Expansion Is Inappropriate 
We recommend deletion of funding for the proposed expansion of the 

DSS' foster care pilot project, because the proposal is inconsistent with 
federal law. (Reduce reimbursements to Item 5180-151-001 by $500,000 
and reimbursements to Item 5180-001-001 by $116,000.) 

The budget proposes $4 million ($3.4 million General Fund and 
$616,000 in reimbursements), including $3.8 million from this item and 
$206,000 from the DSS' departmental support budget (please see Item 
5180-001-001) for the Services for Pregnant and Parenting Women and 
Their Children pilot projects. These projects are administered jointly by 
county health, welfare, and alcohol and drug program departments in 
four counties. The projects are jointly supervised by the Departments of 
Health Services (DHS) and Alcohol and Drug Programs (DADP), and 
the DSS. In addition to the expenditures proposed in the DSS portion of 
the budget, the budget proposes $3.6 million for the DHSand $7.1 million 
for the DADP to support the pilot in 1990-91. 

The pilot projects were authorized by Ch 1385/89 (SB 1173, Royce) and 
the 1989 Budget Act. They provide (1) medical care, substance abuse 
treatment, and case management to pregnant and parenting women and 
(2) services to the foster parents of substance-exposed infants who have 
been removed from the custody of their mothers. The DSS' responsibility 
with respect to the pilots is to supervise the recruitment, training, and 
support services to foster parents in the four pilot counties. 

The $4 million proposed in the DSS' budget consists of the following 
two components. 

• $3.3 million in General Fund expenditures to provide full-year 
funding for the existing pilot projects in Los Angeles, Sacramento, 
Alameda, and San Diego Counties. This represents an increase of $2.2 
million, or 205 percent, above current-year expenditures. This in
crease is to (1) continue providing services to the foster parents who 
began participating when the pilot projects were first phased in, 
starting in November 1989, and (2) begin providing services to new 
foster parents who are anticipated to join the projects in 1990-91. The 
department estimates that approximately 82 additional foster parents 
will begin receiving services through the pilot projects in each 
month of the budget year . 

• $616,000 in reimbursements from the DADP to expand implementa
tion of the pilot projects to additional counties. Specifically, the 
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proposal is to expand the pilot projects to up to two additional 
counties and provide planning grants to 10 other counties. At the 
time this analysis was prepared, the DSS, DADP, aIidDHS had not 

.. fully developed the details of this proposal. We discuss this issue in 
our analysis of the DADP budget (please see Item 4200-001-0(1) . 

. The department's proposal to provide full-year funding for the existing 
pilot project counties is consistent with the Legislature's intent, as 
expressed in Ch 1385 / 89 and the 1989 Budget. Act, to provide for a 
three-year pilot project in four counties. We therefore recommend 
approval of the General Fund portion of the proposal. 

However, we are concerned about the department's'proposal to use 
reimbursements from the DADP to expand the DSS' portion of the pilot 
projects to other counties. The department is proposing to fund the 
expansion of the foster care portion of the pilots with federal Alcohol, 
Drug Abuse, and Mental Health Services (ADMS) block grant funds, 
which are proposed as reimbursements from the DADP to the DSS. 
According to the DADP, the federal funds proposed for the pilot are the 
federal women's set-aside portion of the ADMS funds, which, under 
federal law, must be used for "alcohol and drug programs and services 
designed for women (especially pregnant women and women with 
dependent children) and demonstration projects for the provision of 
residential treatment services to pregnant women." However, ·the de
partment's proposal would provide training and support services to the 
foster parents of children of drug abusing women, not treatment or 
services to the women themselves. For this reason, we coriclude that the 
department's proposal to use federal drug .·treatment funds to expand 
services to foster parents is inconsistent with the federal criteria for the 
use of these funds. Therefore, we recommend eliminating funding for the 
proposed expansion of the DSS' portion of the pilot project and reducing 
$616,000 in reimbursements to the' DSS, of which $500,000 is proposed in 
this item and $116,000 is proposed in the DSS departmental support item 
(Item 5180-001-(01). We make a conforming recommendation in our 
analysis of the DADP's budget (please see Items 4200-001-890 and 
4200-101-890) . 

It is important to note that the effect of the above recommendation 
would be to increase the amount of women's set-aside funds budgeted for 
treatment in·the DADP budget, which will in tum increase.the number 
of pregnant and parenting women who can receive drug treatment. We 
believe· that this would help to achieve one of the primary goals of the 
CWS Program: to maintain abused and neglected children safely in their 
homes by providing services to end the abuse or neglect. When 
substance-exposed infants are referred to the CWS Program, their 
mothers must agree to drug treatment as a condition of keeping or being
reunified with their children~ According to county social workers, as well 
as DSS and DADP staff, the current shortage of treatment slots for 
women in California results in many substance-exposed infants being 
removed from their mothers and placed into foster care, regardless of 



I 

I 

Item 5180 HEALTH AND WELFARE / 749 

their mothers' willingness to enter treatment, because the treatment is 
not available. 

IN-HOME SUPPORTIVE SERVICES 
The In-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 SSI/SSP. 

An eligible individual will receive IHSS services if the county deter
mines that (1) these services are not available through alternative 
resources 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; nonmedical personal services, such as bathing and 
dressing; essential transportation; protective supervision, such asobserv
ing the recipient's behavior to safeguard against injury; .and paramedical 
services, which are performed under the. direction of a licensed health 
care professional and are necessary to maintain the recipient's health. 

The IHSSPrograni is administered by county welfare departments 
under broad guidelines that are established by the state. Each county 
may choose to deliver services in one or a combination of ways: (1) by 
individual providers (IPs) hired by the recipients, (2) by private agencies 
under contract with the counties, or (3) by county welfare staff. 

Budget Proposal 

The budget proposes expenditures of $609 million for the IHSS 
Program in 1990-91. This is a decrease of $19 million, or 3 percent, below 
estimated current-year expenditures. Several significant proposed 
changes account for this decrease: 

• A $62 million increase to fund an estimated 5.7 percent increase in 
. total caseload and a 4.4 percent increase in average hours of service 
per case. 

• A $12 million reduction due to completion of payments to claimants 
in the Miller v. Woods case (the department expects to make all 
remaining payments in 1989-90) . 

• A $71 million reduction due to the proposed "program reduction," 
that would deny IHSS eligibility to individuals who are relatively 
more capable of living safely at home than others or who, under 
specified circumstances, have an indiyidual proVider who is their 
own relative. . -

Table 3 displays IHSS Program expenditures, by funding source, for the 
past, current, and budget years. The table shows that while expenditures 
from all funds are expected to decrease by $19 million, or 3 percent, 
expenditures from the General Fund are projected to decrease by $28 
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million, or 9.5 percent. This is because the program reduction will result 
in savings exclusively to the Gener.al Fund. County funds will be 
unchanged as a result ()f Ch 1438/87 (SB 412, Bill Greene), which freezes 
the county share of costs for the IHSS Program at the 1987-88 level. 

. Table 3 
. Department of Social Services. 

In-Home Supportive Services 
Expenditures and Funding Sources 

1988-89 through 1990-91 
(dollars in thousands) 

Ch~ngeFrom 
Actual Est. Prop. 1989-90 
1988-89 1989-90 1990-91 Amount Percent 

Funding Sources 
General Fund ................................ $241,098 $293,034 $265,051 -$27,983 -9.5% 
Federal funds.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 305,868 315,986 324,829 8,843 2.8 .. 
County funds . ; . . . . . . .. .. . . . . . .. .. . .. .. .. . . . .. ~ 19,221 19,221 

Totals .................................... $566,187 $628,241 $609,101 -$19,140 ~3.0% 

The department expects to achieve this expenditure reduction by 
reducing the IHSS caseload. Table 4 displays the average monthly IHSS 
caseloadhy service delivery type for the past, current, and budget years; 
The budget anticipates a net caseload reduction of 33,900, or 24 percent, 
betWeen 1989-90 and 1990-91 largely due to the proposed program 
reduction .. 

Service provider types 

Table 4 
Department of Social Services 
In-Home Supportive Services 
Average Monthly Caseload 

by Provider Type 
1988-89 through 1990-91 

Actual 
1988-89 

Individual pro~ders .................................. . 
Contract agencIes .................................... . 

118,900 
. 14,300-

1,300 
134,500 

County welfare staff ; ................................. . 

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

a Reflects.the deparbnent's proposed program reduction. 

Estimates Will Be Updated in May 

Est 
1989-90 

126,400 
15,300 
1,400 

143,100 

Prop. 
1990-91 a 

96,600 
11,600 
1,000 

109;200 

We withhold recommendation on $590 million ($265 million General 
Fund and $325 million federal funds) for support of the IHSS Program, 
pending receipt of ihe May revision. We further recommend that the 
department address the fiscal effects of the following issues in its'May 
revision of the IHSS budget estimate: (1) the potential overestimation 
of average hours of service, (2) the recent changes in workers'compen
sationlaw~ (3)the potential budget-year payments related to the Miller 
v. Woods decision, and (4) the statutory adjustment of IHSS maximum 
service awards. 
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The proposed expenditures for IHSS are based on program trends 
through June 1989. The department will present revised estimates in 
May,which will be based on program costs through February 1990. In 
addition to updating its estimate based on additional data, we believe that 
the department should also revise its estimate to address several technical 
flaws, which we discuss below. We therefore withhold recommendation 
on $590 million proposed for support of the IHSS Program, pending 
receipt of the department's revised estimates in May. 

I.Hours o/Service May be Overbudgeted. Table 5 displays the average 
hours of service per. case by service delivery type for the past, current, 
and budget years. As shown in the table, the department estimates that 
hours of service per case will grow by 4.4 percent between 1989-90 and 
·1990-91. This estimate is based on data available through June 1989. Actual 
hours of service data for the period July 1989 through December 1989, 
,however, indicate a much slower rate of growth. If a lower-than
estimated rate' of growth continues through the last half of 1989-90 and 
into 1990-91, IHSS IP hours per case could be as much as 6.6 percent lower 
. than the hours per case estimated in the budget. A decrease of this 
magnitude in hours per case would result in decreased General Fund 
costs of $40 million in 1990-91. 

Table 5 
Department of Social Services 
In-Home Supportive Services 

'Average Monthly Hours of SerVice Per Recipient 
by Provider Type 

1988-89 thrQugh 1990-91 
Percent 

Actual 
1988-89 

Est. 
1989-90 

Prop. Change 
1990-91 From 1989-90 

Service provider types 
Individual providers............................ 75.53 79.17 82.70 4.5% 

, Contract agencies. . .. .. .. . . . . .. .. .. . . . .. .. . . . .. . 26.84 26.84 26.84 
Couiltywelfare staff ................ ,........... 9.92 10.84 10.84 

Annual average..................... ........ 69.71 72.89 76.08 4.4% 

2. Miller v. Woods Payments May Be Underbudgeted. As a result of 
the Miller v. Woods court case, the department is required to retroac
tively pay all spouses and housemates who provided protective supervi
sion to IHSS recipients during specified periods. The department assumes 
that it will make all remaining Miller v. Woods payments in the current 
year. The department, however, has not yet reached an agreement with 
the plaintiffs' attorneys concerning the mailing and processing of notices 
to 113,000 additional potential claimants. Consequently, a substantial 
portion of the estimated $8.6 million in claims resulting from this mailing 
could be paid in the budget year, instead of the current year. 

3. Workers' Compensation Costs May Be Understated. The budget 
proposes $8.4 million from the General Fund to pay workers' compensa
tion in 1990-91 to individuals who have become disabled while working as 
IHSS providers. The department advises that this estimate does not take 
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into account recent changes in workers' compensation law enacted by Ch 
893/89 (SB 47, Lockyer). The statute could increase the department's 
costs of processing and paying claims, because it increases the minimum 
weekly payment to beneficiaries and decreases the amount of time 
permitted for processing and deciding a claim. 

4. Increase in Statutory Maximum Grant Not Funded. Existing law 
limits the number of hours of service that counties may award to 
recipients. Effective Julyl,1990, however, the law will limit IHSS service 
awards to a maximum dollar amount of services, instead. This amount 
will be adjusted annually for the percentage increase in the California 
Necessities Index, with the first adjustment scheduled to take place on 
July 1, 1990 (simultaneous with the change in the basis of the limit). The 
effect of this change from an hours of service-based limit to a dollar 
amount-based limit is that clients at or near the maximum will receive 
more hours of service beginning on July 1, 1990. The department 
estimates that this will result in increased General Fund costs of. $2.8 
million in 1990-91. The budget, however, does not propose the· funds to 
cover this cost. 

Perspectives on IHSS Costs 
Chart 2 displays expenditures for the IHSS Program for a 10-year 

period, from 1981-82 through 1990-91. As the chart shows, expenditures 
grew at a relatively slow rate (2.9 percent) between 1981-82 and 1983-84. 
This was the result of the implementation of Ch 69/81 (SB 633, 
Garamendi). This statute reduced services available under the program, 
permitted counties to make program cuts to stay within their IHSS 
allocations, and required counties to provide a matching share of any 
increases in program costs. 

After 1983-84, however, IHSS expenditures began to grow more 
rapidly, as the chart indicates. The increased growth - an average 
annual increase of 14 percent- is comparable to the increases that 
()ccurred for several years prior to the enactment of Chapter 69. The 

. resumption in growth occurred during the same period (1983-84 through 
1988-89) in :Which the provisions of Chapter 69 were largely eliminated 
through a series of court challenges and legislative changes, including the 
enactment of Ch 1438/87 (SB 412, Bill Greene), which froze the county 
share of costs .at the 1987-88 level. 

As . discussed above, the department estimates that expendjtures will 
decrease by 3 percent betWeen 1989-90. and 1990-91· under the proposed 
program reduction. Without the reduction, the department estimates 
that IHSS expenditures would increase by 8.3 percent between 1989-90 
and 1990-91. . 
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In-Home Supportive Services---Expendifures 
All Funds _ 

1981-82 through H~90-91 (in millions) 

$800 

600 

400 

200 

D Projected growth without program reduction (entire bar) 
D Budget proposal 
• Actual (estimated for 1989-90) 

82 83 84 85 86 87 88 89 90 '91 

Our analysis indicates that there are three factors that account for the 
growth in IHSS expenditures: (1) the number of service recipients 
(caseload), (2) the number of hours of service provided to each recipient 
(average hours per case), and (3) the llQurly cost of service providers. 
While policymakers can influence all three elements, caseloads and 
average hours of service are more susceptible to cost containment 
policies than are the costs of service providers. This is because the cost of 
service providers is determined primarily by such factors as the minimum 
wage, collective bargaining agreements, and market conditions. 

Caseload Continues to Grow. The IHSS average monthly caseload 
increased from 93,583 in 1981-82 to 134,500 in 1988-89, which is an average 
annual rate of 5.3 percent, with very little variation from year to year in 
the rate of growth. The department estimates that, without the proposed 
program reduction, caseload would increase to 151,200 in 1990-91, an 
increase of 5.8 percent over the estimated 1989-90 level. A number of 
factors are responsible for this steady increase in caseload, including (1) 
increases. in the eligible population, (2) increased frailty of the eligible 
population, (3) advances in medical technology that allow more seriously 
disabled peopleJo live at home, and (4) increases in referrals from other 
programs. 
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Average Hours of Service Continue to Grow. Average monthly hours 

of service grew from 60.1 hours in 1981-82 to 69.7 hours in 1988-89, which 
is an average annual rate of 2 percent. The department estimates that 
hours per case will increase to 76.1 hours per case in 1990-91, which is 4.4 
percent higher than the estimated 1989-90 level. There are three factors 
that account for this trend: (1) the increased frailty of the IHSS-eligible 
population, (2) advances in medical technology that allow more severely 
impaired individuals to live at home, and (3) administrative factors that 
affect the willingness of county social workers to grant more hours of 
service to their clients. On the latter point, it is noteworthy that the 
Legislature has enacted several program changes designed to control 
increases in the average hours of service. These changes include a 
uniform means of assessing recipient needs, a statewide management 
information system that tracks the number of IHSS hours awarded by 
individual social workers, and the implementation of time-for-task stan
dards for certain tasks performed by IHSS providers. 

Proposed Program Reduction Is a Policy Issue for the Legislature 

Background. According to the department, the proposed program 
reduction would eliminate the IHSS eligibility of 42,000 otherwise eligible 
recipients in 1990-91. Specifically, the proposal would eliminate IHSS 
eligibility for otherwise eligible individuals who fall into either of the 
following two categories: 

• Individuals who have a "functional index score" of greater than two. 
According to the department, this portion of the reduction would 
disqualify 39,000 otherwise eligible individuals in 1990-91 for a 
General Fund savings of $60 million. 

• Individuals whose provider is a relative and whose functional index 
score is 2.5 or less. According to the department, this portion of the 
reduction would disqualify an additional 3,300 otherwise eligible 
reCipients for a General Fund savings of $11 million. 

Functional Index Score. The functional index score, which the depart
ment proposes to use as the criterion for determining IHSS eligibility, is 
derived from the Uniformity Assessment Tool, used by all county social 
workers since 1988 to determine the number of IHSS hours needed by a 
client. The department developed this assessment tool to increase 
consistency between counties in the number of hours of service awarded 
to recipients. The tool measures an individual's relative ability to care for 
him or herself at home, using a scale of 1 through 6. The actual score that 
each client receives is a weighted average of 11 separate scores, each of 
which indicates the client's ability to perform a specific basic household 
maintenance or personal care function. Table 6 displays these functions 
and shows the range of scores that a social worker may assign to each. 
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Table 6 
Department of Social Services 
In-Home Supportive Services 

Functional Index Score 
Functional Areas and Possible Scores 

Housework 
Laundry 

Functional Areas 

Shopping and errands 
Meal preparation and cleanup 
Mobility inside 
Bathing and grooming 
Dressing 
Bowel and bladder care 
Transfer (moving in and out of bed 

and chairs) 
Eating 
Respiration 

Possible Scores a 

1 = No help needed 
2 = Needs verbal assistance only 

(reminding, gUidance) 
3 = Needs some direct physical 

assistance 
4 = Needs substantial physical 

assistance 
5 = Cannot perform at all 

without human help 
6 = Needs paramedical services 

a Full range of scores not applicable to every function (for example, shopping and errands gets 1, 3, or 
5; respiration gets 1, 5, or 6). 

The department's proposed program reduction is a policy and fiscal 
proposal that the Legislature will have to consider in light of its overall 
fiscal priorities. Our review of the proposal, however, suggests that the 
department has not provided the Legislature with sufficient information 
to enable it to fully assess the policy and fiscal effeCts of the proposed 
reduction. We discuss our concerns in detail below. 

Analyst's Concerns About the Proposed Program Reduction 

We recommend that the departmen~ prior to budget hearings, 
provide the following information to the fiscal committees: (1) pro
posed legislation to implement the IHSS proposal, (2) a summary of 
the function-by-function scores of individuals with functional index 
scores of 2.5 or less, (3) the effect on estimated savings of potential 
additional Supplemental Security Income/State Supplementary Pro
gram (SSI/SSP) costs, (4) the effect of potential implementation delays 
on estimated savings, and (5) a more reliable estimate of the number of 
individuals with relative providers who will be affected by the 
proposal. 

Departments Proposal Does Not Ensure Client Safety. The goal of 
the IHSS Program is to provide the services necessary for individuals to 
remain safely at home. The department's proposal is intended to control 
the growing costs of the IHSS Program by eliminating eligibility for those 
who, on average, need services the least. We are concerned, however, 
that the specific mechanism proposed for identifying clients with less 
need for services is flawed and that the proposed reduction may 
therefore result in a substantial safety risk in some cases. 

Specifically, the proposal to base eligibility on the functional index 
score may result in the elimination of services· to some individuals who 
cannot safely remain at home without service. This is because the 
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functional index score is. an average score and as such may mask 
significant variations in an individual's ability to perform specific func
tions. For example, in the department's training video for county social 
workers, a specific IHSS recipient received a ra.ting of 1.67 on the 
functional score index. Under the proposed program reduction, this 
individual would be disqualified from the program. In this case, however, 
the individual's overall score of 1.67 consists of ratings of "4" (needs 
substantial help) in housework, laundry, and bathing and grooming, "5" 
(entirely dependent on human assistance) in shopping and errands, and 
"1" (needs no help) in all other functions. 

Moreover, the functional index score does not take into account an 
individual's mental capacity for self-care at home. A physically able 
person may exhibit poor memory, judgement, or orientation to the point 
of putting himself or herself at risk. This might be the case, for example, 
when a recipient has ratings of two (needs reminding and I or encourage
ment) or less for each individual physical function. Despite having fairly 
strong phys.icaZ self-care capabilities, such a recipient could be in danger 
if left without any supervision. 

The department keeps data that indicates the function-by-function 
scores (for physical· and mental functions measured by the Uniformity 
Assessment Tool) df individuals. with functional index scores in the range· 
affected by the proposed program reduction. For the reasons described 
above, we believe that a review of these data is essential if the Legislature 
is to meaningfully assess the effect of the department's proposal on client 
safety. The department advises that it could make these data available 
prior to budget hearings. 

Department's Savings Estimate is Flawed . 
We have identified the following problems with the department's 

estimate of the savings that would result from the proposed program 
reduction: . 

1. IHSS Administration Overbudgeted by $16 Million. Although the 
budget proposes to reduce the IHSS caseload by 42,000 in 1990-91, it does 
not identify any county administrative savings resulting fr()m this case
load reduction. The amount proposed by the budget for county admin
istration of IHSS is $16 million more than what would be justified given 
(1) the caseload reduction proposed in the budget and (2) the budgetary 
practice followed by the Legislature· in this area in prior. years. 

2. Cost of Alternatives. to IHSS May Reduce Savings. It is unknown 
how the individuals affected by the department's proposal would adjust 
to the loss of service. Some may have friends or relatives who would 
provide help. Others may simply choose to do without the services. Some 
unknown number, however, would place themselves, or be placed in a 
residential care facility for the elderly or an adult residential facility. The 
state would pay a cost of $79 per resident per month for these 
placements, because the SSI/SSP monthly allowance for a board and care 
resident is higher than the allowance for a person living at home (nearly 
all IHSS clients are also SSI/SSP recipients). These additional. SSI/SS~ 
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costs ,are not 'taken into account in the department's savings estimates. 
~. Implementation Delays Could Reduce Savings. The department's 

estirriate df S~lVingS is based on an instantaneous caseload reduction, 
effectiveJuly 1, 1990. Given tl].e magnitude ofthe proposed policy change 
and the nUmber of people affected, however, the potentialfor delays in 
implementation appears great. Court challenges and fair hearings for 
individuals who currently receive IHSSawards, but would be denied 
eligibility lillder the department's proposal, could delay the caseload 
reduction I>roposed qy the departm~nt. Th~ department also advises that 
counties providing IHSS services through contracts with home service 
agencies could suspend and renegotiate their contracts based on the 
lower caseloads that would result from the proposal. This could also delay 
full implementation of the caseload reduction. Each month's delay in 
implementation would reduce the projected General Fund savings by up 
to $5.9 million. 

4. Uncertainty Abo,ut Caseload Reduction Makes Savings Uncertain. 
There is considerable uncertainty in the department's estimate of the 
number of individuals that would be affected by the second component 
of its proposal (elimination of eligibility for recipients whose providers 
are their relatives and whose functional index score is 2.5 or less). First, 
the department assumes that there are 6,500 recipients in this category. 
The department advises, however, that it does not know the family 
relationship of recipient to provider in an additional 15,800 cases with 
functional index scores of 2.1 to 2.5. Second, the department assumes that 
half of the 6,500 would find a nonrelative provider and therefore remain 
eligible for services. At the time this analysis was prepared, the depart
ment could not provide any data to justify its assumption regarding the 
number of recipients in this category who might find a nonrelative 
provider. 

Summary. In our view, the department has not provided the Legisla
ture with sufficient information to make a meaningful assessment of the 
proposed IHSS program reduction. Accordingly, we recommend that the 
department, prior to budget hearings, provide the following information 
to the fiscal committees: (1) the details of its proposed legislation to 
implement the proposal, (2) a summary of the function-by-function 
scores of individuals with functional index scores of 2.5 or less, (3) the 
effect on estimated savings of potential additional SSI/SSP costs, (4) the 
effect of potential implementation delays on estimated savings, and (5) a 
more reliable estimate of the number of individuals with relative 
providers who will be affected by the proposal. 

Department Could Reduce Growth in Average Hours of Service 
We recommend that the department report to the fiscal committees, 

prior to budget hearings, on (1) the cost of administration efforts to 
reduce average hours of service in 12 specified counties, (2) the 
potential effects of such efforts on IHSS expenditures and recipients, 
and (3) the likely timing of these effects. 

As we discuss in our analysis of IHSS expenditure trends over the past 
10 years, the most directly controllable IHSS cost factors are caseload and 
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hours of service per case. The'department's proposed,program reduction 
attempts to control IHSS' expenditures by reducing caseload. As an 
alternative, we believe that the department 'could, in the long run, 
reduce the growth of IHSS expenditures through greater efforts to 
control increases in the number of hours of service that counties award to 
recipients. The department, in cooperation with Los Angeles County, has 
already demonstrated the cost containment potential of such efforts. 

Average Hours of S(?rvice Decreased in Los Angeles County,While 
Increasing in Other Counties. Chart 3 shows that Los Angeles County 
achieved an average annual decrease of 2 percent in hours of service per 
case between. 1985-86 and 1988-89. Over the same period, Chait 3 shows 
that the average hours of service for the rest of the state increased at an 
average annual rate of 6 percent. The decrease in hours of service for Los 
Angeles County is a major ,reason for the relatively modest rate of growth 
in the statewide average hours of service ,during the 1980s. Los Angeles 
County achieved this reduction in hours of service by using the depart
ment's management jnformation .system and the Uniformity Assessment 
Tool improve the consistency of IHSS awards made by social workers in 
different district offices. In particular, these efforts reduced the number 
of cases in which social workers awarded exce,ssive hours, of service to 
IHSS recipients. 

Chart 3 

Trends in IHSS Hours per Case 

1982-83 through 1988-89 
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Reductions in Hours of Service May Be·Possible in Other Counties. 
We believe that similar administrative efforts in other counties could 
achieve similar results. To demonstrate the potential effects of such 
efforts, we identified the 12 cOtplties, excluding Los Angeles County, with 
the largest individual provider caseloads in which average hours hours of 
service exceeded the statewide average in 1988-89. These counties were 
Alameda, Contra Costa, Humboldt, Imperial, Marin, Monterey, Orange, 
Sacramento, San Bernardino, San Diego, and San Mateo. Chart 3 shows 
that the average hours of service for these counties grew at an annual rate 
of 6.5 percent between 1985-86 and 1988-89, while hours of service for Los 
Angeles County were decreasing." On average, the IHSS recipients in 
these 12 counties have slightly lower functional index scores than those in 
Los Angeles County, possibly indicating that these counties have slightly 
less seriously disabled caseloads than Los Angeles County. We estimate 
that a 2 percent reduction in average hours of service in these counties 
during the budget year - the same reduction Los Angeles County 
achieved - would result in a General Fund savings of about $14 million. 

We recognize that such efforts could take longer than a year to bear 
fruit, and that they would result in significantly lower budget-year savings 
than the department's proposal. Nevertheless, because of the success of 
Los Angeles County efforts to control hours of service awards, we 
recommend that the department report to the fiscal committees, prior to 
budget hearings, on (1) the cost of similar efforts in the 12 counties 
identified above, (2) the potential effects of such efforts on IHSS 
expenditures and recipients, and (3) the likely timing of these effects. 

LICENSED MATERNITY HOME CARE 

The Licensed Maternity Home Care (LMHC) program provides a 
range of services to unmarried pregnant women under the age of 21. The 
DSS negotiates annual contracts with seven homes that provide food, 
shelter, personal care, supervision, maternity-related services, and post
natal care (limited to two weeks after. delivery) to women in the 
program. The department reimburses the homes at a monthly rate that 
ranges from $1,179 to $1,368 per client. The department estima:tes that 
the homes will provide services to 540 women in the current year. 

Funds for LMHC are Overbudgeted 

We .recommend a General Fund reduction of. $250,000 to r'e/lect 
reduced costs in the LMHC Program in 1990-91 (reduce Item 5180~1$1-
001 by $250,0(0). . 

The budget proposes General Fund expenditures ·of $2.2 million for 
support of the LMHC Program in 1990-91. Table 7 shows the amount of 
funds budgeted and spent by·maternity homes in the past four years. As 
the table indicates, expenditures have fallen short of the amount 
appropriated for the program in each year since 1986-87. For exam.ple, 
the department estimates that the homes will· revert $255,055 to the 
General Fund in the current year. 
2~2 
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Table 7 

Department of Social Services 
Appropriations and Expenditures in the 
Licensed Maternity Home Care Program 

1986-87 through 1989-90 
(in thousands) 

Appropriation ................................... . 
Expenditures .................................... . 

Reversion to the General Fund ............ . 

1986-87 
$2,254 
2,048 
$206 

1987-88 
$2,254 

1,962 
$292 

1988-89 
$2,154 
1,899 

$255 

Item 5180 

Est 
1989-90 
$2,154 

1,899 
$255 

The department advises that the reason maternity homes do not .spend 
all of the funds appropriated for the program is because an increasing 
number of the women they serve are eligible for the Aid to Families with 
Dependent Children-Foster Care (AFDC-FC) Program. Homes that are 
licensed as AFDC-FC group homes typically receive higher rates - an 
average of $2,589 per month in the current year - than they receive 
through the LMHC Program. In order to receive the AFDC-FC rate, the 
home must (1) be licensed by the department as a foster care group 
home and (2) provide services to women who meet AFDC-FC eligibility 
criteria. In general, a young woman is eligible for AFDC-FC if she has 
been adjudicated a dependent of the juvenile court due to abuse, neglect, 
or eXploitation. Since not all women who seek services from maternity 
homes meet the eligibility criteria for AFDC-FC, maternity homes still 
seek reimbursement for some of their clients through the LMHC 
Program. According to the department, however, maternity homes 
prefer to be reimbursed by the AFDC-FC Program whenever possible 
because of the program's higher reimbursement rates. 

Given the rate differential between the AFDC-FC and LMHC pro
grams, we believe that it is unlikely that the reimbursement preferences 
of maternity home providers will change substantially from the current 
year to the budget year. Therefore, we recommend a General Fund 
reduction of $250,000 to more accurately reflect the program's antici
pated spending level. 

GREATER AVENUES FOR INDEPENDENCE 

The Greater Avenues for Independence (GAIN) Program provides 
education and training services to recipients of AFDC in order to help 
them find jobs and become financially independent. The budget proposes 
$221 million ($91 million General Fund, $128 million federal funds, and 
$2.7 million reimbursements) for the GAIN Program in 1990-91. These 
amounts do not include funds proposed for support of the GAIN Program 
in Items 6110-156-001, basic education,and 6110-166-001, vocational 
education, and Section 22 of the 1990 Budget Bill. 

Overview of the GAIN Budget Request 

Table 8 displays eXpenditures from all funding sources proposed for 
GAIN in the current and budget years. The table also displays expendi-
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tures for each of the components of. the GAIN Program., As the table 
shows, the budget proposes to fund the program from two major sources: 
(1) funds appropriated specifically for GAIN and (2) funds redirected 
from other programs. 

Table 8 
Department of Social Services 

GAIN Program 
Proposed Expenditures and Funding Sources· 

1989-90 and 1990-91 
(dollars in thousands) 

EXPENDITURES BY COMPONENT 
Registration, orientation, and appraisal ......... 
Education ......................................... 
Job search ........................................ 
Assessment ....................................... 
Training .......................................... 
Long-term preemployment preparation 

(PREP) ...................................... 
9O-day child care ................................. 
Child care licensing .............................. 
Evaluation ........................................ 
County administration and Employment De-

velopment Department support ............ 
Totals ........................................ 

FUNDING SOURCES 
Funds appropriated for GAIN 

General Fund 
Department of Social Services C •••••••••••• 

State Department of Education ............. 
Adult Education ........................... 
Match for Job Training Partnership Act 

(JTPA) education funds ................ 
Department of Finance ..................... 
Subtotals, General Fund ........... ; ........ 

Federal Funds ................................. 
Reimbursements ............................... 

Totals, funds appropriated for GAIN ....... 
Funds redirected for GAIN 

General Fund 
Average daily attendan:ce-based funds ...... 

Adult education ........................... 
Regional occupation centers and pro-

grams ..................................... 
Community colleges ...................... 

Cooperative agencies resources for educa-
tion ................. : ....................... 

Job agent/service center .................... 
Subtotals, General Fund .................... 

Est. 
1989-90 

$43,877 
107,466 
32,772 
8,006 

157,016 

20,733 
1,709 

44 
643 

933 
$373,I98 b 

$101,449 
10,200 
(3,000) 

(7,200) 
28,300 

($139,949) 
$128,248 

2,735 
$270,932 

$33,300 
(13,000) 

(7,000) 
(13,300) 

700 
~ 

($35,000) 

Prop. 
1990-91 

$19,823 
120,792 
23,172 
7,455 

157,884 

34,073 

41 
153 

957 
$364,350 

$90,665 
7,200 

(-) 

(7,200) 
22,000 

($119,865) 
$127,760 

2,735 
$250,360 

$34,400 
(13,000) 

(7,000) 
(14,400) 

700 

~ 
($36,100) 

Change From 
1989-90 

Amount Percent 

-$24,053 -54.8% 
13,326 12.4 

-9,600 . -29.3 
-SSI -6.9 

868 0.6 

13,341 64.3 
-1,709 -100.0 

-3 -6.8 
-490 -76.1 

24 2.6 
-$8,848 -2.4% 

-$10,784 -10,6% 
-3,000 -29.4 

(-3,000) ( -liXl.O) 

(-) (-) 
-6,300 -22.3 

(-$20,084) (-14.4%) 
-$488 -0.4%. 

(-$20,572) (-7.6%) 

$1;100 3.3% 
(-) (-) 

(-) (~) 
(1,100) (8.3) 

($1,100) (3.1%) 
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Table 8-Continued 

Departm'ent of Social Services 
GAIN Program 

Proposed Expenditures and Funding Sources a 

1989-90 and 1990-91 
(dollars in thousands) 

Item 5180 

Change From 
Est. Prop. 1989-90 

1989-90 1990-91 Amount 
Employment Training Fund ................. ,- $600 $600 
FederaHunds 

JTPA.; ....................................... $40,700 $40,700 
Training .................................... (30,500) (30,500) (-) 
Education .................................. (lO,200) (10,200) (..,..) 

'. Job service .................. '. ~ ,.' ............. 3,700 3,400 -$300 
Community services block grant ........... 1,600 1,600 
Vocational education block grant ... ., ...... 7,300 7,100 -200 
Refugee social services ...................... 5,000 16,000 11,000 
PELL grants.' ................................ 8,500 8,500 
Subtotals, federal funds ...................... ($66,800) ($77,300) ($10,500) 
Total funds redfrected for GAIN ........... $102,400 $114,000 $11,600 = = = 

Grand totals, all funding sources d •••.•.••••.•••• $373,332 $364,360 -$8,972 

a Source: Department of Social Services. 
b Department's estimate has been reduced by $307,330 to eliminate a tec;hnical error .. 
C Includes funds appropriated for Gi\IN in Items 5180-141 and 5180-161. 
d Figures do not add to expenditUre totals due to rounding. 

Percent 

(-) 
(-) 

-8.1% 

-2.7 
220.0 

(15.7%) 
,11.3% 

-2.4% 

Expenditures. Table 8 shows that the budget proposes $364 :ffiillion in 
expenditures for the GAIN Program in 1990-91, which represents a 
decrease of $8.8 million, or 2.4 percent, below estimated current-year 
expenditures for the prograIll. The department indicates that this 
program level is $164 million below the amount needed to fully fund the 
GAIN Program in 1990-91. We discuss the implications of this funding 
"shortfall" below. As Table 8 shows, the largest decrease is for the 
registration, orientation, and appraisal component (-$24 million). This 
component is the starting point for an individual's participation in the 
GAIN Program. Thus, the reductions in this component' reflect the 
budget's proposal to reduce the number of persons participating in GAIN 
in 1990-91, by limiting the number of persons who enter the program., 

Funds Appropriated for GAIN. Table 8 shows that $250 million, or 69 
percent, of the $364 million proposed for the program' represents funds 
that would be specifically appropriated for the GAIN Program. The 
proposed $120 million General Fund appropriation accounts for almost 
half (48 percent) of this total. The proposed Gen,eral Fund appropriation 
is $20 million, or 14 percent less than estimated current-year expendi-
tures. ' 

Redirected Funds.' As shown in the table, the budget assumes that $114 
million in funds proposed for existing programs will be available to 
provide services to GAIN participants. For example, the budget assumes 
that GAIN participants will receive education and training services 
totaling $34 million, at no charge to the GAIN Program, through average 
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daily attendance-based funds appropriated for· adult education, commu
nity colleges, and regional occupational centers and programs. The 
budget also assumes that $41 million in federal Job Training Partnership 
Act GTPA) funds will be spent on GAIN participants. The $114 million 
that is expected to be redirected for' GAIN participants is $12 million, or 
11 percent, more than the amount the department estimates will be 
spent from these sources in the current year. Most of this increase is due 
to an $11 million shift in federal refugee social service funds· from the 
Refugee Demonstration Program (RDP) to the GAIN Program. This shift 
occurs because the RDP, which provides GAIN·i}ike services to refugees 
receivfug AFDC grants, will sunset on September 30, 1990. The elimina
tion of the RDP means that refugees who curtentlyreceive employment 
services through the RDP will be served through the GAIN Program. 

While Table 8 breaks out GAIN expenditures by program component, 
Table 9 shows how the $364 million proposed for GAIN would be 
distributed among expenditure' categories. Table 9 shows that over 
one-half of the funds (58 percent) are proposed for program costs-":'" the 
costs incurred by county and contract staff to provide direct services, 
such as job search, . education, and training to GAIN participants. An 
additional $75 million,or 21 percent of· total costs, is for supportive 
services, including child care, transportation, and ancillary costs (such as 
books and work-related clothing) provided to participants. Finally, $78 
million, or 21 percent of total costs, is for administrative costs, which 
consist primarily of county costs to administer the GAIN Program. 

Table 9 
Department of Social Services 

GAIN Expenditures by Category 
1990-91 

(dollilrs in millions) 

Program costs 
Orientation, testing, and appraisal ............................ . 
Education ...................................................... ; 
Job club/search ................................................ ; 
Assessment ..................................................... . 
Training and vocational education ........................... .. 
Long·term PREP ............................................... . 

Subtotals, program costs .................................... .. 
Supportive services 

Child care ...................................................... . 
Transportation ................................................. . 
Ancillary expenses b ..................... , ...................... '. 

Subtotals, supportive services .............................. .. 
Administration 

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

. Proposed 
19f)()..91 

$18.9 
76.0 
11.2 
4.5 

1Oo.s 

($211.5) 

$34.3 
37.2 
3.4 

($74.9) 
$78.0 

$364.4 

Percent. 
o/Total 

5.2% 
20.9 

3.1 
1.2 

'Z7.7 

(58.0%) 

9.4% 
10.2 
0.9 

(20.5%) 
21.4% 

100.0% 

• Supportive services and administrative costs for long-term PREP total $34 million. There are no 
"program" costs for this component, although participants coiltinue to receive AFDG grant 
payments while in their PREPassignrnents. 

b Includes workers' compensation costs for participants in certain training components. 
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GAIN Funding Level Is a Policy Decision for the Legislature 

The deparbnent estimates that the $364 million proposed for the GAIN 
Program in 1990-91 is $164 million, or 31 percent, less than the amount 
that would be needed ($529 million) to pay for services for the entire 
anticipated caseloads. in all counties. Table 10 compares the budget 
proposal with estimated GAIN expenditures, funding sources, and yearly 
participants·· at full funding. As the table shows, the level of· funding 
proposed WQuld reduce the number of yearly participants by almost 50 
percent relative to the full funding estimate. 

The amount that will actually be provided for GAIN in 1990-91 is a 
policy decision for the Legislature. This is because the GAIN statute 
provides a mechanism for counties to contain costs within the amount 
appropriated in the annual Budget Act. In deciding how much to budget 
for the GAIN Program, the Legislature will have to consider its overall 
policy and fiscal priorities. In budgeting for the GAIN Program, however, 
the Legislature should also consider the effect of any shortfall below the 
full funding levelon (1) the funding requirements placed on the various 
funding sources involved, (2) AFDC grant and administrative savings, 
and (3) the individuals that will be served by the program. 

Table 10 
Department of Social Services 

GAIN Program in 1990-91 
Proposed Expenditures and Funding Sources 

Full Funding Versus Budget Proposal 
(dollars in millions) 

1990-91 
Full 1990-91 Shortfall 

Expenditures By Components 
Registration, orientation, and appraisal ........ . 
Education ........................................ . 
Job search .......... ' ............................ .. 
Assessment ...................................... . 
Training ......................................... . 
Long,term PREP ................................ . 
All Other ........................................ . 

Totals· ....................................... . 
Funding Sources 
FundS appropriated for GAIN: 

General Fund ................................. . 
Federal fundS .................................. . 
Reimbursements .............................. . 

Totals, funds appropriated for GAIN ...... . 
FundS redirected for GAIN: 

General Fund ................................. . 
Employment Training Fund ................. . 
Federal fundS ................................. . 

Total fundS redirected for GAIN .......... . 

. Grand totals, all funding sources ............. . 
. Yearly Participants 

Source: Department of Social Services. 

Funding Proposed A mount Percent 

$54 
180 
42 
10 

206 
.35 

1 

$529 

$242 
170 

3 

$415 

$36 
1 

77 
$114 = 
$529 

614,867 

$20 
121 
23 
7 

158 
34 
1 

$364 

$120 
128 

3 
$250 

$36 
1 

77 
$114 = 
$364 

313,838 

-$34 -63.1% 
-59 -32.9 
-19 -45.4 
-3 -29.0 

-48 -23.3 
-1 -2.5 

0.8 

-$164 -31.1% 

-$122 -50.4% 
-43 -25.0 

-$164. .-39.6% 

-$164 -31.1% 
-301,029 -49.0% 
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Effect 0/ Shortfall by Funding Sources. Table·lO displays the effect'of 
the budget proposal for the GAIN Program in 1990-91 by funding source. 
The table shows that: 

• The proposed General Fund amount is $122 million less than the 
amount needed to fully fund anticipated caseloads. 

• The proposed federal funds amount is $43 million less than is needed 
to· fully fund anticipated caseloads. 

• The total amount of redirected funds remains the same at full 
funding. 

In moving from full funding to the amount proposed in the budget, the 
reduction in the General Fund is larger than the reduction in federal 
funds due to the cap onthe amount of Title IV-F Gob Opportunities and 
Basic Skills UOBS] Training) funds that the federal govelnment provides 
to states. Specifically, at the full-funding level, roughly $80 million of the 
total expenditures for GAIN would be unmatched by federal funds. Thus, 
iIi reducihg the GAIN budget· below full funding, the General Fund 
reductions are greater than the federal fund reductions. 

With respect to·redirected funds, the budget assumes that significantly 
fewer participants - 314,000 annual participants in 1990-91 versus 498,000 
in the current year - will use $114 million, or $12 nullion more in serVices 
from redirected resources than the $102 million estimated for the current 
year. On -its face, this does not appear to be a realistic assumption. 
However, the Supplemental Report o/the 1989 Budget Act requires the 
department to report to the Legislature by March 1,1990 on the actual 
use of these redirected resciuicesby GAIN participants. After we have 
reviewed the report, we will be better able to evaluate the department's 
estimate in this regard. 

Effect 0/ Shortfall on AFDC Savings. The department estimates that 
the· $364 million in proposed GAIN expenditures will, result in AFDC 
grant and administrative savings of $114 million ($48 million General 
Fund, $57 million federal funds, and $9 million county funds). Thus, the 
net General Fund cost to the state for the GAIN budget proposal is $72 
million - the $120 million proposed General Fund appropriation for the 
GAIN Program less the $48 million in estimated General Fund savings to 
. the AFDC Program~ At full funding; the department estimates that 
AFDC savings would total $172 million ($73 million General Fund, $86 
million federal funds, and $13 million county funds) . At this level, the net 
General Fund cost to the state for the GAIN Program would be $169 
million - $242 million in General Fund appropriap.ons offset by General 
Fund savings of $73 million. 

Effect o/Shortfall on Individuals to be Served by GAIN Depends on 
Allocation Methodology. Current law provides that when a county's 
GAIN budget is insufficient to cover program costs, the county must 
reduce its caseload according to a specified schedule. Specifically, 
counties must first exclude applicants for assistance under the AFDC
Unemployed Parent (AFDC-U) Program, followed -by applicants for 
assistance under theAFDC-Family Group (AFDC-FG) Program. If these 
participation restrictions are not enough to brings costs within the 
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amount allocated to the county it must restrict participation by specified 
categories of AFDC recipients. The department indicates that the level of 
funding proposed in the budget· is sufficient to the serve the entire 
anticipated stateWide GAIN caseload· in 1990-91 exceptAFDC-U and 
AFDC-FG applicants .. 

The actual GAIN caseload that will be served in 1990-91, however, 
depends on how the department. allocates the. available funds to the 
counties. This is because each county will serve the "mix~' of participants 
that it can afford to serve based on its own costs and on the amount of its 
allocation. Thus, some counties may serve all of their potential caseload 
exceptfor AFDC applicants, while other counties may serve more or less 
of their. potential caseload. . 

'. .' ,: 

Allocation Plan Makes NoProgressTowar~ a Uniform Statewide 
Allocation 

The deparlment'sallocation plan for GAIN funds in 1990-91 makes 
no progress toward a uniform statewide methodology, as the Legisla-
ture intends. . . . 

The department advises that it plans to allocate GAIN funds in 1990-91 
under a plan that would provide most counties with.8.25 percent less than 
they received in the current year, Very small counties would not be 
subject to this reduction. Our analysis indicates that the department's 
proposed allocation methodology is· not consistent with legislative intent 
in this area, as stated in the Supplemental Report of the 1989 Budget Act. 
Specifically, the supplemental report states the Legislature's "intent to 
move toward a uniform, statewide method of allocating funds to the 
counties for operation of the GAIN Program." 

The Legislature expressed its intent to move toward a uniform 
allocation plan because of its concerns that the allocation plans used in 
1988-89 and in 1989-90 would (1) result in different requirements for 

: program participation in. different counties and (2) set a funding 
precedent that would be difficult to reverse in future years. 

Although the allocation plan used in 1989-90 made some. movement 
toward uniformity, it continued to some extent the different treatment of 
counties based on when they implemented GAIN, because the amount 
each county received in 1988-89 was:a primary consideration in deter
mining its 1989-90 allocatiori.Thus, the deparbnent's proposal to allocate 
1990-91 funds<by simply reducing .1989-90 allocations by 8.25 per:cent in 
most counties makes no progress toward a uniform allocation· methodol
ogy.For this reason, we believe that the department's proposalis not 
consistent with legislative intent. 

TheE/Je(Jt of Nonuniformity.Tosee the combined effects of prior
year's allocations and the proposed allocation plan for 1990-91, it is 
necessary to compare county allocations against those allocations that 
would result under a plan that is not dependent on when a county started 
its GAIN Program. One approach the Legislature could use to uniformly 
allocate GAIN funds to counties would be based on each county's share of 
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AFDC caseload. County-specific AFDC caseloads are a good starting 
point for developing a stateWide uniform allocation method because all 
GAIN participants are also either AFDC applicants or recipients. Chart 4 
displays the effects of the department's allocation plan as compared to an 
approximation of a uniform allocation methodology - one that is simply 
based on AFDC caseloads; The chart shows the 18 largest counties in 
order of their GAIN starting dates, and identifies the differences in 
funding levels between the department's proposed allocation methodol
ogy and an allocation based strictly on each county's share of the 
stateWide AFDC caseload. . . 

Based on actual AFDC caseloads in 1988·89 

Dollars $10 
in millions 

0' 

5 " 
~ 

-5 

-10 

-15 

-20 

-25 

0 
C> 

~ 
ffi en 

0 

£1 " " .!Il 

8 '5 " g " 0 ~ ., 

-30 EARLIEST ... <~----------~> LATEST 
GAIN START DATE 

As the chart indicates, the earliest starting GAIN counties generally 
receive a higher proportion of the available resources relative to the 
amount they would receive if allocations were made entirely based on 
AFDC caselo:;tds. For example, San Diego and Santa Clara Counties 
would receive significantly more under the departinent's proposed plan 
- $5.1 million and $4.6 million, respectively. The later starting counties 
generally would receive a lower proportion of the available resources. 
For example, Los Angeles and ,Alameda would receive significantly less 
under the proposed plan - $25.4 million and $4.1 million, respectively. 
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The chart also points out an important consideration for the Legislature 

when considering a uniform allocation plan. That is, given a fixed amount 
of funds for GAIN, a uniform allocation will unavoidably require increases 
in some counties' allocations at the expense of other counties' allocations. 

What Should the Legislature Expect from a Uniform Allocation 
Plan? Obviously, a uniform allocation plan will have to take into account 
several variables other than each county's share of the statewide AFDC 
caseload. Additional considerations would be unit cost differences be
tween counties, differences in caseload makeup, differences in existing 
community resources, and anticipated phase-in schedules .. For example, 
higher unit costs in a given county would result in that county receiving 
a larger share of GAIN resources relative to a county with the same share 
of statewide caseload, but with lower unit costs. Similarly, a county that 
had fully phased in its caseload would need a larger allocation than a 
county with the same size caseload, but that was early in its phase-in 
schedule. The allocation plan also should prevent, to the extent possible, 
radical reductions in the early startmg counties because of the potential 
for dislocation of GAIN clients and county staff. However, some degree of 
dislocation may be unavoidable in order to make progress toward the 
Legislature's goal of a uniform allocation. 

In our view, the uniform allocation that the Legislature ultimately 
adopts will allocate GAIN funds so that each county is able to serve the 
same share of its total potential caseload (that is, the cases it would serve 
if fully funded). At the funding level proposed in the 1990-91 budget, this 
would mean that every county would be provided sufficient funds to 
serve its total anticipated caseload, except AFDC-FG and U applicants. 

Legislature Will Receive Department's Statewide Uniform Alloca
tion Plan in March. The Supplemental Report of the 1989 Budget Act 
requires the DSS to report to the Legislature by March 1, 1990 on (1) its 
plans and timetable for implementing a uniform statewide allocation 
methodology and (2) the adequacy of funds provided to each county for 
the GAIN Program in 1989-90 under the current allocation methodology. 
We believe the department's report will assist the Legislature in fashion
ing Budget Bill language specifying how the department should allocate 
funds for the GAIN Program in 1990-91. 

OFFICE OF CHILD ABUSE PREVENTION 

The Office of Child Abuse Prevention (OCAP) administers various 
child abuse prevention and intervention programs throughout the state. 
Most of these programs were established and funded initially by specific 
legislation. In subsequent years, funding has been provided by the various 
Budget Acts. 

Proposal to Eliminate the Child Abuse Prevention and Training Act 
Program Represents a Policy Issue for the· Legislature 

The budget proposal to eliminate the Child Abuse Prevention and 
Training Act (CAPTA) Program is a policy issue for the Legislature. 

. i 
I 
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While some children participating in the program have demonstrated 
information gains, experts disagree over how to interpret this finding. 
If the Legislature wishes to continue the program, we conclude that the 
need for preschool training is questionable and alternative approaches 
warrant consideration. 

Background. Chapter 1638, Statutes of 1984 (AB 2443, Maxine Waters), 
established the CAPTA Program. 'The program funds the training and 
education of public school children (preschool through 12th grade) in the 
area of child abuse prevention, especially child sexual abuse. It also 
educates parents and teachers in child abuse prevention. The goal ,of the 
program is primary prevention; that is, it is intended to enable children 
to avoid becoming victims of child abuse. 

The enabling legislation specified that children must receive training 
once in preschool, once in kindergarten, and three more times before 
graduation from high school (typically once in elementary school, once in 
junior high, and once in high school). The Department of Social Services 
(DSS) contracts with primary prevention providers, usually private, 
nonprofit agencies, in each of the counties to conduct the education 
programs. In some cases, though, the school districts conduct their own 
programs. Though each provider conducts its own prevention programs, 
many of the same concepts are taught,'tosome extent, by each primary 
prevention provider. These concepts vary by the age of the student. For 
example, preschool children are taught to "trust their feelings" in 
distinguishing between appropriate and inappropriate touches, while 
high school students are educated about the possibility of "acquaintance 
rape." Participation on the part of the school districts, parents, and 
children is voluntary. The enabling legislation also provided for two 
regional training centers, which act as clearinghouses for information and 
provide technical assistance to the primary prevention providers. 

Budget Proposal. The Governor's 1990~91 Budget proposes to elimi
nate the funding for the CAPTA Program. In the current year, spending 
on the program is estimated to be $10 million from the General Fund 
($9.5 million for provider contracts and $0.5 million to fund the training 
centers). 

Elimination of the Program May Require Legislation. The budget 
does not propose legislation to eliminate the CAPT A Program. Because it 
is not clear whether action on the budget alone CaIlserve to eliminate a 
state program; we have requested an opinion from thE' Legislative 
Counsel on this issue. The counsel's opinion should be available by the 
time of budget heaiings. Regardless of whether separate legislation would 
be required to eliminate the program, the budget proposal represents a 
policy decision for the Legislature to make based on its overall fiscal 
priorities. 

Evaluation of CAPT A Effectiveness 

An important criterion for the Legislature to use in evaluating the 
proposal to eliminate the, CAPT A Program is the 'effectiveness of the 
program; that is, does the program actually help to prevent child abuse? 
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In order to evaluate the effectiveness of the CAPT A Program, we 
reviewed the literature on primary prevention programs throughout the 
country and in California, and spoke with researchers and· child devel
opment specialists with expertise in child abuse prevention. We focused 
on two key questions: (1) do children learn the concepts presented and 
(2) can they apply the concepts in their daily life, thereby reducing their 
chances of becoming victims of abuse? 

Studies Show that Some Children Do Learn the Concepts Presented 
by These Programs. There have been numerous studies of child abuse 
prevention training programs throughout the country that have mea
sured the information gains of children who receive the training. Most 0.£ 
these studies focused on preschool training and, to a lesser extent, 
elementary school training. The studies generally measured students' 
knowledge of certain prevention concepts before and after receiving 
some sort of education or training. 

Though the findings of the studies are sometimes contradictory, the 
consensus of the literature is that children receiving prevention educa
tion achieve some gains in information about the concepts presented. For 
example;· a study of GAPTA preschool programs conducted by a research 
team from the University of California at Berkeley's Family Welfare 
Research Group found information gains in the, range of 10 to 30 
percentage points between pre- and post-test, depending on the concept 
taught. The findings of the Berkeley study regarding information gains 
are typical of the other studies we reviewed. The other notable finding of 
most of the studies is that older students learn more than younger ones. 

Researchers disagree on the interpretation of these findings, however. 
Specifically, some believe that the gains are too small to consider the 
program successful, especially in light of research. that suggests that the 
information gains erode significantly over time. Some r.esearchers have 
also suggested that. many students, especially the youngest ones, may be 
able to parrot back the "correct" answers to questions without really 
understanding the concepts behind the questions. On the other hand, 
some researchers have suggested that the gravity of the problem of abuse 
is such that even, small gains justify continuation of these kinds of 
programs. 

Since the ultimate goal of the program is the prevention of abuse, the 
key to resolving· this issue is. whether or not the observed information 
gains actually· produce behavior changes that enable children to avoid 
;lbuse. 

No Reliable Data Exist Regarding the Effect of Prevention Training 
on Children ~ Ability to Prevent Abuse. Unfortunately, there have been 
no reliable studies assessing these programs' effect on children's ability to 
actually prevent abuse. While it would be possible to design a study that 
could accurately assess the effectiveness of prevention training programs 
- for example,. a longitudinal study comparing children ~ho receive the 
training to those who do not --,- no such study has been conducted. Until 
such. ,a study·. is conducted, the basic assumption on which the CAPT A 
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Program is based - that prevention training enables children to protect 
themselves from abuse-- will remain unproven. 

In the absence of reliable studies of children's ability to prevent abuse, 
several researchers and child development specialists have analyzed the 
curriculum of preschool programs to see if it is likely that children would 
be able to apply the concepts that are being taught to .avoid abuse. 

The Need for Preschool Training is Questionable. Researchers and 
child development experts who have reviewed primary prevention 
programs have argued that many of the concepts taught in the preschool 
programs are too sophisticated for the cognitive level of most three-. and 
four-year oids. Based on this concern, the OCAP appointed the Preschool 
Curricula Task Force to review the preschool component of the CAPTA 
Program. After reviewing the literature . and consulting with child 
development experts, the task force concluded that most of the con.cepts 
currently being taught are too sophisticated for the cognitive abilities of 
most preschoolers. For example, the task force concluded that "an 
intuitive capacity to 'trust their feelings' is beyond the developmental 
level of preschool children." 

The task force made numerous recommendations to simplify the 
curriculum to bring it in line with the capacity of most preschoolers. 
Review of· these recommendations indicates that· the recommended 
curriculum would duplicate components of existing preschool education. 
For example, instead of telling a child to· "trust his or her feelings," the 
task force recommended a curriculum that would "focus on helping 
preschoolers to identify, label, and tell about their feelings." Though the 
task force did not review kindergarten programs, some child develop
ment specialists and researchers. have questioned the ability of kinder-
garten students to comprehend these concepts as well. . 

Options for the Legi$IClture 
Our review of CAPT A indicates that it is, in general, unclear whether 

the knowledge imparted by the program helps children to change their 
behavior and thereby prevent abuse. Moreover, researchers and experts 
disagree over how to interpret the information gains that the program 
has demonstrated. Finally, a large body of evidence, summarized in the 
department's own task force report, indicates that much of the preschool 
curricula is beyond the cognitive ability of preschoolers. 

On the other hand, it is still possible that the knowledge gains achievecl 
by the program may have some effect in helping children in older age 
groups to avoid becoming victims of abuse. Therefore,the Legislature 
may want to consider the following alternatives to the budget's proposal 
to terminate the program. . 

Preschool Options. An alternative to eliminating the preschool com
ponent would be to refocus the program from direct instruction of 
students to training of parents and teachers, Most researchers and 
practitioners agree that the primary responsibility for protecting children 
from child abuse lies with their parents and, to a lesser extent, their 
teachers. Though much of the curriculum recommended by the task 
force is already part of preschool instruction, there are some concepts, 
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such as the identification of "private parts," about which preschool 
teachers can be trained to educate students . .similarly, parents might 
benefit from instruction on how to detect abuse and how to respond to it. 

While the current program provides for one session (usually about one 
hour) for parents and teachers, researchers and the task force have found 
that these sessions are. usually sparsely attended by parents and often not 
thorough enough to have a meaningful impact. Therefore, any refocus of 
the preschool component should include better outreach and recruit
ment of parents. 

K-12 Options. Given the dearth of information about K-12 program 
effectiveness, an option to outright elimination would be to significantly 
scale back the program and require the DSS to conduct an evaluation of 
the entire CAPT A Program to assess whether it actually helps children 
protect themselves from abuse. One type of evaluation that several 
researchers . have recommended is a longitudinal study of groups of 
children who received and did not receive CAPT A training. Such a study 
could assess if those who receive the training are better able to prevent 
abuse than those without training. A less ambitious approach would be to 
assign a task force to review the age appropriateness of the curricula, as 
the department's Preschool Task Force did. 

Since the budget contains no funds for this program, both of the 
alternatives above would require a General Fund augmentation to the 
budget. The amount of the augmentation would depend on (1) how 
much of the program the Legislature wishes to restore and (2) the scope 
of any evaluation. 

DEPARTMENT OF SOCIAL SERVICES 
Community Care Licensing 

Item 5180-161 from the General 
Fund and the Federal Trust 
Fund Budget p. HW 187 

Requested 1990-91 ........................................................................... . 
Estimated 1989-90 ....................•...................................................... 
Actual 1988-89 ................................................................................. .. 

Requested de(!rease $779,000 (-5.2 percent) 

$14,225,000 
15,004,000 
14,804,000 
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1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-I61-OO1-Locru. assistance 
51BO-161-890-Local assistance 

Total 
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Fund 
General 
Federal 

Amount 
$8,577,000 
5,648,000 

$14,225,000 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Community Care Licensing - Family Day Care Licensing. 773 
Withhold recommendation on a proposed General Fund 
reduction of $1.4 million, which reflects a proposed restruc
turing of the Family Day Care Licensing Program. Recom
mend that the department, prior to budget hearings, pro-
vide the fiscal committees with specified information on the 
health and safety effects of the proposed reduction. 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriations and federal funds 

for (1) the state's cost of contracting with the counties to license foster 
family homes and family day care homes and (2) foster family home 
recruiting activities by counties. Funds for direct state licensing activities 
are proposed in Item 5180-001-001 - department 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 more 
than 6 children. Family day care homes are licensed to provide day care 
services for up to 12 children in the provider's own home. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes two appropriations totaling $14,225,000 

($8,577,000 General Fund and $5,648,000 federal funds) to reimburse 
counties for licensing activities in 1990-91. This is a decrease of $779,000, 
or 5.2 percent, as compared with estimated current-year expenditures. 
The decrease is due to (1) a projected 5.7 percent increase in the foster 
family home caseload ($342,000), (2) a projected 5.9 percent increase in 
family day care caseload ($287,000), and (3) a proposed restructuring of 
the Family Day Care Licensing Program (a $1,408,000 reduction). 

Budget Proposes to Restructure Family Day Care Licensing Program 

We withhold recommendation on the proposed General Fund reduc
tion of $1,408,()(}()' which reflects a proposal to restructure the Family 
Day Care Licensing Program. We recommend that the department, 
prior to budget hearings, provide the fiscal committees with (I) data 
that indicate the number and relative significance of enforcement 
actions that would not occur as a result of the proposal, {2} data that 
substantiate the department's ability to absorb ongoing workload with 
reduced staff, and {3} the implementing legislation for this proposal. 

The budget proposes to limit the projected growth in family day care 
licensing expenditures by eliminating three of nine major licensing 
activities currently required of family day care evaluators and requiring 
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certain complaints to be made in writing (which would, according to the 
department, reduce the number of unsubstantiated complaints) for a 
General Fund savings of $2,835,000 in 1990-91 ($1,408,000 in this item and 
$1,417,000 in the department support item). We discuss this proposal in 
detail in our analysis of the department support item (please see Item 
5180-001-001) .. 

DEPARTMENT·OF SOCIAL SERVICES 
Cost-of-Living Adjustments 

Item 5180-181 from the Federal 
Trust Fund Budget p. HW 189 

Requested 1990-91 .......................................................................... . 
Recommended Reduction .......................................................... . 

ANALYSIS· AND RECOMMENDATIONS 
We recommend approval. 

$23,133,000 
None 

This item appropriates $23 million to cover the federal share of the 
costs of the cost-of-living adjustments (COLAs) that the Department of 
Social Services (DSS) anticipates that counties will provide to their 
welfare department employees in 1990-91. This amount includes $2.6 
million for the COLA for county employees in the Child Welfare Services 
(CWS) Program and $21 million for the COLA for other county welfare 
department employees. 

In accordance with the policy established by the Legislature in 
previous Budget Acts, the state will not pay for any of the costs ·of the 
1990-91 COLA for county administration and child welfare services until 
1991-92. The County Administration budget (Item 5180-141-001) includes 
$6.5 million and the CWS budget (Item 5180-151-001) includes $16 million 
for the General Fund share of the costs in 1990-91 of the COLA that 
counties provided their welfare department staff during 1989-90. We 
recommend that this item be approved. 

Budget Proposes To Suspend Statutory COLAs 
In·previous years, this item has included appropriations from both the 

General Fund and federal funds to provide COLAs that are required by 
statute for grants provided to recipients of Aid to Families with Depen
dent Children-Family Group (AFDC-FG) and AFDC-Unemployed Par
ent (AFDC-U), Supplemental Security Income/State Supplementary 
Program (SSI/SSP), and the Refugee Cash Assistance Program. The 
budget, however, assumes the enactment of legislation to suspend the 
requirement for COLAs in these programs. According to the DSS, the 
proposed suspension of the COLAs for the programs would result in a 
General Fund savings of $253 million ($112 million in AFDC-FG and U 
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grant savings and $141 million in SSI/SSP grant savings). We discuss the 
impact of suspending the COLAs on AFDC and SSI/SSP grants in the 
analyses of each of these programs (please see Items 5180-101 and 
5180-111) . 
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