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ITEMS TO BE HEARD

5180 Department of Social Services 
Issue 1: In-Home Supportive Services – Proposed Reductions
This section will discuss the major proposals being put forth by the Administration for 2010-11 related to the In-Home Supportive Services (IHSS) program.  

background

87% Service Elimination in IHSS (2010-11) 

The Governor’s budget proposes to eliminate, effective June 1, 2010, all services for recipients with a functional index (FI) score of less than 4.  This cut would eliminate eligibility for 426,733 individuals (87 percent of the caseload) and is estimated to eliminate employment for 350,262 providers and county staff, for a total number of lives affected of 776,995.  

GF savings vary by whether the federal government extends enhanced ARRA Federal Medical Assistance Percentage (FMAP) rates (61.6 versus 50 percent) past December 31, 2010.  During ARRA, program costs are shared 62/25/13 at Federal/State/County levels.  If ARRA is extended, proposed 2010-11 GF savings are $651 million.  The state would forego about $2.4 billion federal funds.  If ARRA is not extended, GF savings would increase to $1.1 billion, while federal funds foregone would be approximately $1.7 billion.  The Administration is relying on a favorable court decision or increased federal flexibility to allow implementation of this proposal.  

Expected Impact.  According to the LAO, this proposal would likely lead to offsetting costs that more than outweigh potential savings.  A recent study by Candace Howes, Ph. D. and published by the Institute for Women's Policy Research and the Paraprofessional Healthcare Institute asserts that more than 65% of current IHSS consumers will move into nursing homes if the IHSS program were eliminated, at a significantly increased cost to taxpayers.  

The UCLA Center for Health Policy Research in a February 2010 report estimated that the vast majority of those with FI scores under 4.0 are severely disabled and suffer from cognitive impairments that make daily survival without assistance extremely difficult.  UCLA also estimates that nursing homes and residential care facilities can absorb less than 10 percent of those who face losing their community-based benefits due to these cuts.

IHSS Reduction in State Participation in Wages (2010-11) 
The Governor’s budget again proposes, effective June 1, 2010, to reduce the state’s participation in IHSS wages from the current ceiling of $12.10 per hour to a ceiling of the minimum wage of $8.00 per hour, plus $.60 in benefits costs.  There are approximately 385,000 IHSS service providers providing services to 460,000 program recipients.  IHSS providers organize and collectively bargain for wages and benefits on a county-by-county basis. 

As of October 1, 2009, IHSS wages were above $8.60/hour in 45 California counties.  In 24 counties, the wages were at or above $10.10/hour.  To the extent that counties continue to pay wages above $8.60, they would have to backfill decreased state funds.

Expected Impact.  Again, the Administration is relying on a favorable court decision or increased federal flexibility to allow implementation of this proposal.  Budget bill provisions from February 2009 reduced the state’s contribution to participation in wages up to $9.50 per hour plus $.60 for benefits (for a total of $10.10), effective July 1, 2009.  However, a federal district court issued a preliminary injunction against this reduction. The Administration is appealing in the 9th Circuit.

Counties' ability to make up the difference between a current wage level and that which would be required if the state reduced participation in wages is unknown.  County resources being strained as they are across program areas, with furloughs, layoffs, and program downsizing, may not be able to bridge this difference.  

CONTEXT
The Legislature adopted, as part of the 2009-10 Budget, several changes to services and eligibility that were initially estimated to result in General Fund savings of about $73 million in 2009–10.  

· Reduction in Domestic and Related Care Services.  The first reduction targets domestic and related care services to the most impaired IHSS recipients, limiting these services to consumers with FI Ranks in this service category above 4.0.  An estimated 85,000 would have been affected by this reduction.  

· Elimination of All Services for Consumers with FI Scores Under 2.0.  This second reduction eliminates all IHSS services for those who are considered least impaired.  An estimated 39,000 elderly and/or disabled persons would have lost all services.  

For both of these reductions, the Legislature adopted exceptions for certain recipients who meet specified criteria, but authorized the Governor to waive these exemptions under specified conditions if they put federal IHSS funding at risk.  Ultimately, the Governor cited these conditions in vetoing an additional $28.9 million from the final budget package.  In total, the savings from these proposals are estimated to be about $102 million in 2009–10.  

The courts have halted both of these cuts and DSS will provide additional information regarding the litigation at the hearing.  

· Wage Reduction Adopted in February 2009 Trigger Budget Agreement.  In the February, 2009 budget package, the state reduced by $2 the level at which it will participate in paying in-home supportive services worker wages (from $12.10/hour to $10.10/hour).  The courts have halted this reduction and DSS will provide additional information regarding the litigation at the hearing. 

Panelists

· DSS – Please be prepared to address the following in your testimony: 

· A brief description of each of the reduction proposals in IHSS, with an overview of the trigger proposal.  

· A review of the current status of litigation, the success of which the administration is relying to make these proposals possible.  The administration has been asked to provide a handout on this to the Subcommittee and to be prepared to walk through its content.  

· Legislative Analyst’s Office 

· Department of Finance – Please provide a status of the receipt of federal funds received related to the Governor's trigger proposal.

· Janie Whiteford, IHSS Coalition

· Mark Beckwith, IHSS Consumer, Advocate with Northern California ADAPT, and Member, Advisory Board of Alameda County IHSS Public Authority

· Deborah Doctor, Legislative Advocate, Disability Rights California

· Jovan Agee, United Domestic Workers of America / AFSCME

· Representative, SEIU California 

· Nancy Schulz, Napa County Public Authority Manager

· Supervisor Shirey Zane, Sonoma County
· Frank Mecca, County Welfare Directors Association of California
· Public Comment 

Possible Questions 

· How many IHSS consumers does the administration project would enter a nursing home if this cut is made in IHSS?  What is the basis for that projection? 

· How many in the caseload with an FI score below 4.0 suffer from cognitive impairments that would make them nursing home eligible in their current condition?  

· What options exist for IHSS consumers and how are these affected by the administration's proposed cuts in other areas and programs?  

Staff Recommendation: 

Staff recommends that these proposals be held open pending May Revision. 

Issue 2: In-Home Supportive Services – Oversight on Adopted Program Reforms
This section provides a review of implementation of various reforms adopted as part of the 2009-10 Budget for IHSS, summarizing issues and raising questions for the Administration.  

adopted reforms
The 2009-10 Budget made vast and significant changes in the IHSS program, including expansion of anti-fraud/program integrity activities.  According to the Administration, these changes will cost $88.3 million ($34.2 million GF), discussed in more detail in the section below.  The Administration arrives at an estimated $162 million GF savings by assuming a basic 10 percent of program costs.  No further empirical basis for this assumption has been offered by the Administration.  

The changes, which included requirements for stakeholder collaboration in their implementation, were:  

· Criminal background checks and appeals processes for IHSS providers;

· The requirement for providers to attend an orientation; 

· Authorization to send targeted mailings to providers and recipients and to  conduct unannounced home visits, pursuant to developed protocols and in targeted cases, when there is cause for concern about program integrity;

· Limits on the use of P.O. boxes by providers to receive paychecks;

· Training for social workers on fraud prevention;

· Notification to providers about their clients’ authorized hours and service levels; 

· Fingerprinting of IHSS program recipients; and

· Changes to timesheets, including fingerprinting and certification after notice of possible criminal penalties for fraud.

The 2009-10 Budget additionally required the Department to convene a stakeholder group to develop a report, by December 31, 2010, to evaluate quality assurance and fraud prevention and detection activities implemented from 2004 to the present.  The stakeholder group is required to review annual error reports, information regarding referrals of suspected fraud and subsequent investigations (including cost-benefit information), and information regarding final convictions for fraud.  The resulting report must also provide recommendations for early detection and for prevention of errors and fraud.

costs of and requests for additional resources related to reforms
Request for New Positions.  DSS requests $528,000 ($264,000 GF) for six permanent positions to carry out IHSS-related anti-fraud and program integrity activities, and $500,000 ($264,000 GF) for a contract with California State University (CSUS) to assist in the development of a required report to the Legislature.  The Department has administratively established these six new positions in 2009-10, and is now seeking 2010-11 authority to continue them permanently.  These six positions would be on top of the 42 new IHSS anti-fraud positions authorized by the 2009-10 budget (12 positions at DSS in 2009-10 and 30 positions at DHCS across 2009-10 and 2010-11).  

Anti-Fraud Budget.  The total budget for IHSS Quality Assurance and Anti-Fraud efforts by DSS and the Counties is $88.3 million ($34.2 million GF), with approximately $3.1 million ($1.6 million GF) for state operations and $85.1 million ($32.6 million GF) for local assistance.  Of this total, $54.2 million ($21.9 million GF) were new funds in the 2009-10 budget, including $8.2 million ($4.4 million GF) for the costs of fingerprinting IHSS recipients.  These figures do not include the additional costs of IHSS fraud investigations by DHCS, nor do they include the costs of fingerprinting for the Statewide Fingerprint Imaging System (SFIS), estimated now to be $10.5 million ($5.6 million GF) in 2009-10 and totaling $41.6 million ($21.6 million GF) over the eight-year life of the contract change order with the SFIS vendor.

These changes were anticipated to take effect at varying points in time over 2009-10 and 2010-11.  This Subcommittee has held, jointly with the Senate Budget Subcommittee, three oversight hearings to address major challenges in the implementation of these changes to date.  Background information on these hearings is available at the Assembly Budget Committee website.  

Not including the requested positions and resources, DSS’s total state operations staff for IHSS Quality Assurance and Anti-Fraud efforts consists of 28 positions.  Twelve of these positions are new as of 2009-10.  According to DSS, all of these 12 new positions have been filled.  Six of these 12 staff members are assigned to a variety of program integrity activities (e.g., developing protocols for home visits and targeted mailings, social worker fraud training and data collection).  The other six are assigned to the new provider enrollment appeals process.  

Provider Enrollment Thus Far.  As of April 21, 2010, there were 100,020 providers enrolled under the new enrollment procedures.  Another 112,176 were in “pending” enrollment status.  Finally, 206 had been denied eligibility to enroll in the program. 

Also according to DSS, the six additional staff requested in 2010-11 would focus on program changes related to the inclusion of provider and recipient fingerprint information on timesheets.

This agenda recommends three issues for focus in this hearing: 

1. The April 1, 2010 implementation of the fingerprinting requirement for IHSS recipients; 

2. The July 1, 2010 date for provider enrollment under the reform-affected process; and,
3. Evaluation and assessment of anti-fraud and quality assurance efforts going forward.  

1.  April 1 fingerprinting
As a result of the 2009-10 Budget package, beginning April 1, 2010, finger imaging is required for new consumers, to be conducted in their homes at the time of initial assessment.  Current consumers (between 460,000 and 490,000) will be finger imaged at their next reassessment, conducted annually and also in the home, with exemptions for minors and those physically unable to provide fingerprints due to amputation.  The statute does not in any place require a picture image to be taken of the consumer.  The statute requires DSS to consult with stakeholders to develop protocols to carry out these requirements.  To date, this formal consultation toward protocol development has not occurred.  

DSS has provided minimal information on its overall implementation plan for this new requirement.  What DSS has provided is a Pilot timeline, showing generally when pilots are being conducted in five counties on use of ten finger imaging and photograph devices (five from each of two vendors), a notice to consumers on the voluntary nature of the Pilot, a consent form for IHSS recipients, and a recipient/social worker questionnaire to assess the experience.  

Remaining questions for the Administration include: 

Pilot Project 

· What collaboration with stakeholders was conducted prior to the pilots commencing?  
· DSS originally estimated that the fingerprinting interaction could occur with the consumer within 90 seconds.  Does DSS continue to view that as reasonable? 
· DSS asserts the pilot tests with consumers are "voluntary."  How has this been communicated with consumers?  When the government visits an elderly frail and/or disabled individual applying for public benefits, does that constitute a duress-free environment where one can freely give consent?
· How were the protocols and forms used in the pilot vetted with stakeholders?  
· How were the counties in the pilot selected?  Are the counties receiving special resources for the pilot?

· How many social workers are being utilized for the pilot in each?  
· What are the exact dates of the beginning and endings of the pilot? 
· When is the evaluation for the pilots due?  What are the key questions and indicators around the evaluation?  

$5,000 Cameras 
· On what authority are you borrowing these devices?  Under what arrangements or with what conditions were these loaned to the state?  Is the state in a position to accept a gift of this kind?

· What are the two model devices being tested and how much does each one cost?  
· Is a warranty provided on these?  How long will they last?  What are the expected repair or refresh costs for the cameras being considered?  
· Through what process were the vendors being considered selected? 
· How many cameras are expected to be purchased for statewide rollout?  There are approximately 2,400 active IHSS caseworkers – how will the cameras be managed among them properly?  

SFIS Readiness

· How did the administration and vendor arrive at its projected costs for the eight-year term of the changeover required by this, costing $41.6 million total?  
· How might the cost figure fluctuate?  How does the change order restrict additional refresh or inflationary costs?  
· What is the spending authority in the current year for consumer fingerprinting?  Is this for use of SFIS as it relates to IHSS? 

· How many SFIS workstations are there?  How long will it take to prepare them to be available for statewide implementation?  
· Can information be processed prior to SFIS reprogramming?  Is there a manual workaround being provided to the counties?  Is this accounted for in your costs?  
· How long will it take to reprogram SFIS in order to download information from the devices?  What if there is a delay?  

Costs 

· How much of your current year authority has been expended and under what cost categories? 
· What are the General Fund costs of the administration's proposal for finger imaging and picture-taking of consumers, counting for all costs, for current and budget years?  
· What response has the state received from the federal government on its requests?  

Statewide Implementation 
· What is the plan for stakeholder collaboration to formulate the April 1, 2010 protocols for implementation of the consumer finger imaging policy?

· What is the specific timeline and plan for draft and final instructions, mailers, bulletin board postings, etc. for implementation of this policy?  
· How will exemptions per the statute be determined?  What conditions and expectations are being built around issues of linguistic and cultural sensitivity?  

2.  Completion of Provider enrollment process 
It is estimated that approximately 385,000 providers who were enrolled prior to November 1, 2009 are required to undergo most of the same requirements that new providers are subject to by a deadline of June 30, 2010.  These requirements include the criminal background check, completion of orientation at the time of enrollment for new providers, and signed acknowledgement of receipt of orientation materials for current providers.  

Remaining questions for the Administration include: 

· What is the outlook and what are the challenges for meeting the requirements for current providers before the June deadline?  

· What are the consequences for a current provider who has not met the requirements on July 1, 2010, the day after the deadline?  

· What instructions will be provided to the counties in preparation for July 1, 2010 and on what timeline?  

· What will happen to recipients’ access to services on July 1, 2010 if there is a huge backlog of current providers who have not yet been able to complete all of the requirements? 

3.  evaluation and assessment 

There are several areas in the IHSS reforms for which implementation has not yet begun or the implementation activities have not been shared with stakeholders.  These include:

· The targeted mailing policy for providers and recipients;  

· The unannounced home visit policy when there is cause for concern about program integrity;  

· The policy limiting the use of P.O. boxes by providers to receive paychecks; 

· Training for social workers on fraud prevention;  

· Notification to providers about their clients’ authorized hours and service levels; and,
· Changes to timesheets, including fingerprinting and certification after notice of possible criminal penalties for fraud.

There are many questions related to these proposal that have been outlined in prior agendas prepared for the three oversight hearings conducted in the Fall of 2009 and in January 2010.  Some of the questions raised in those hearings that remain unanswered include: 

· What is the plan for stakeholder collaboration, drafting, and approval of protocols for implementation of the home visit policy? 

· What is the plan for stakeholder collaboration, drafting, and approval of protocols for the implementation of the targeted mailing policy?  What is the specific timeframe for commencing targeted mailings? 

public authority administration
Public Authority Administration.  In 2009–10, the Governor proposed $23.3 million General Fund for support of the public authorities.  The Legislature reduced General Fund support for public authority administration by $4.7 million.  The Governor subsequently vetoed an additional $8.6 million, for a total reduction of about $13.3 million.  The IHSS public authorities essentially represent the county in provider wage negotiations.  Besides collective bargaining, the primary responsibilities of public authorities include (1) establishing a registry of IHSS providers who have met various qualification requirements; (2) investigating the background of potential providers; (3) establishing a system to refer IHSS providers to recipients; and, (4) providing training for providers and recipients.  While the 2009-10 budget agreement included manifold new, substantial requirements for current IHSS providers, numbering 385,000, as well as new providers, this reduction was taken in one of the areas of system supports for the program.  

Panelists

· DSS – Please be prepared to address the questions listed in the agenda for each of the sections identified.  
· Legislative Analyst’s Office 
· Department of Finance
· Janie Whiteford, IHSS Coalition
· Mark Beckwith, IHSS Consumer, Advocate with Northern California ADAPT, and Member, Advisory Board of Alameda County IHSS Public Authority
· Deborah Doctor, Legislative Advocate, Disability Rights California
· Jovan Agee, United Domestic Workers of America / AFSCME
· Representative, SEIU California

· Nancy Schulz, Napa County Public Authority Manager
· Supervisor Shirey Zane, Sonoma County
· Frank Mecca, County Welfare Directors Association of California
· Public Comment 

Staff Recommendation: 

Staff recommends consideration of the following actions (each recommendation may be taken as a separate motion): 

1. Rejection of the Administration’s proposal for six new positions and holding open the request for $500,000 in authority to contract for support in developing the required report.  This is consistent with action taken in the Senate.  

2. Direction to the DSS to provide a plan answering the questions raised in the agenda around the April 1 Fingerprint Imaging of Recipients reform by May 14, 2010.  

3. Direction to the DSS to provide an update to the Legislature at May 14, 2010 on the July 1, 2010 provider enrollment deadline, delineating a detailed timeline for county instructions regarding the CMIPS workaround and a narrative listing describing the changes being made or that have already been made in CMIPS relevant to the July 1 date.  

4. Direction to the DSS to coordinate and conduct a stakeholder working group, including representatives from consumer and provider groups, to meet on a regularly scheduled basis (e.g. monthly) where the administration will describe its implementation efforts across the reforms and provide written updates to this effect, answer questions from stakeholders, and take feedback on issues of concern.  DSS is instructed to look to the Department of Developmental Services for a current model on this type of stakeholder convening and process.  

5. Adoption of placeholder trailer bill language to require the administration, led by the Health and Human Services Agency, to collaborate with stakeholders, including academia and social science experts in the field, to construct a cost-benefit model for analysis of anti-fraud reforms going forward and present a report on the considerations, costs, thresholds for fraud deterrence assumptions, and risks that should be assessed for (1) implementation of reform proposals in IHSS and (2) for future reform proposals in IHSS or other social service programs.  This model needs to include all costs and benefits and specifically detail the basis for all assumptions, including the analytical basis for deterrence assumptions.  This report shall be due to the Legislature by March 1, 2011.  Reforms to be implemented that should be subject to this cost-benefit analysis include the unannounced home visits, timecard fingerprinting, and targeted mailing policies that have yet to be developed, fully analyzed for costs, or implemented.  

Issue 3: Supplemental Security Income/State Supplementary Payment (SSI/SSP) Program – Proposed Further Grant Reduction

Supplemental Security Income/State Supplementary Payment (SSI/SSP) grants are provided to aged, blind, and disabled recipients as a means of basic support for living expenses.  In 2009, there were roughly 956,000 SSI/SSP households in California, representing about 1.25 million recipients.  General Fund appropriated for SSI/SSP 2009-10 is $1.26 billion and total program funding is $5.5 billion.  

2009-10 Reductions
Federal COLA Rescinded May 2009.  In the February, 2009 special session, a 2009 federal cost-of-living adjustment was rescinded effective May 1, 2009, and grants were reduced 2.3 percent ($20 for individuals and $35 for couples) effective July 1, 2009.  

October 1, 2010 Additional Reduction.  This decrease meant that grants were further reduced, effective October 1, 2009, by $5 (0.6 percent) for individuals and $82 (5.5 percent) for couples.  Couples’ maximum grants of $1,407 per month are now at the MOE floor (around 116 percent of FPL).  The SSI portion of grants will not receive a 2010 federal COLA.  An estimated 2 percent of the federal COLA will, however, take effect January, 2011.  The state must pass those funds through to recipients.  

State SSP COLA Eliminated.  As a result of the budget agreement last year, the state SSP COLA was eliminated permanently, and can only be enacted by a future change in statute.  

Reductive Effect for CAPI.  Grants for individuals in the Cash Assistance Program for Immigrants (CAPI) declined alongside the SSI/SSP reductions.  CAPI payments are equivalent to SSI/SSP payments, less $10 per month for individuals and $20 per month for couples.  

Governor's Proposal
The Governor’s budget proposes to reduce, effective June 1, 2010, SSI/SSP grants to individual recipients.  The proposed SSP grant would be set at the federally required MOE level of the 1983 payment standard.  Savings include those resulting from grant reductions in the Cash Assistance Program for Immigrants and California Veterans Cash Benefit, as these grant levels tie to those for SSI/SSP.  

Below Poverty Level Grants for Aged, Blind, and Disabled Individuals.  Maximum grants for around one million aged, blind or disabled individual SSI/SSP recipients would be reduced from $845 to $830 monthly (92 percent of Federal Poverty Level (FPL).  

Loss of Benefits for Thousands as a Result.  8,776 recipients would become ineligible, some of whom may seek services from DDS.  

MOE Considerations.  The federal MOE limits reductions states can make to SSP benefit levels without penalty.  If a state reduced SSP benefits below the MOE, it would lose federal Medi-Cal funding.  

Decline in Purchasing Power.  Due to the suspension of numerous COLAs throughout the years, the purchasing power of SSI/SSP has declined compared to what it would have been had it been adjusted per inflation.  This is displayed in the chart below.  

	SSI/SSP GRANT HISTORY – 

FOR INDIVIDUALS

	 
	 
	June 1990 Grant Adjusted for Inflation
	Actual Grant

	Jan-90
	Jun-90
	$630
	$630

	Jan-91
	Jun-91
	$659
	$630

	Jan-92
	Jun-92
	$695
	$645

	Jan-93
	Jun-93
	$708
	$620

	Jan-94
	Jun-94
	$725
	$603

	Jan-95
	Jun-95
	$737
	$614

	Jan-96
	Jun-96
	$748
	$626

	Jan-97
	Jun-97
	$752
	$640

	Jan-98
	Jun-98
	$771
	$650

	Jan-99
	Jun-99
	$793
	$676

	Jan-00
	Jun-00
	$812
	$692

	Jan-01
	Jun-01
	$836
	$712

	Jan-02
	Jun-02
	$880
	$750

	Jan-03
	Jun-03
	$913
	$778

	Jan-04
	Jun-04
	$945
	$790

	Jan-05
	Jun-05
	$971
	$812

	Jan-06
	Jun-06
	$1,010
	$836

	Jan-07
	Jun-07
	$1,048
	$856

	Jan-08
	Jun-08
	$1,087
	$870

	Jan-09
	Jun-09
	$1,144
	$870

	Jan-10
	Jun-10*
	$1,162
	$830

	Jan-11
	Jun-11*
	$1,195
	$843


Elimination of cash-out
In California, recipients of SSI/SSP are not eligible for federal food stamp benefits.  This is because California has opted to increase the SSP portion of the grant (by $10 monthly) rather than administer food stamps to SSI/SSP recipients.  This is known as the food stamp “cash–out” policy.  

The Legislature has the option of reversing the cash–out policy to allow SSI/SSP recipients to apply for food stamps. Reversing the cash–out would benefit some SSI/SSP recipients by making them eligible for food stamps, while reducing food stamp benefits for others.  Generally, those who would benefit from the reversal of the cash–out would be those with lower income who live in households comprised only of SSI/SSP recipients.  The households most likely to experience a reduction in food stamp benefits would be in cases where SSI/SSP recipients reside with other existing food stamp recipients whose total income tends to be higher.  

Staff Comment.  There are critical, differing analyses on who would benefit and who would lose as a result of this potential policy shift.  The Legislature would benefit from an examination of the potential net benefits of reversing the food stamp cash–out policy.  

Panelists

· Department of Social Services

· Legislative Analyst’s Office
· Mike Herald, Western Center on Law and Poverty 
· Department of Finance 
· Public Comment 

Possible Questions 

· What are the expectations for how SSI/SSP individuals will grapple with a reduced grant? 

· What is the general health status for SSI/SSP recipients? 

Staff Recommendation: 

Staff recommends the following: 

1. Holding open the grant reduction proposal for SSI/SSP open pending May Revision. 

2. Adopt placeholder trailer bill language to establish a working group of stakeholders, to include policy and budget staff of the Legislature, to evaluate the estimated effects of eliminating California's SSI cash-out policy.  
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