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DEPARTMENT OF SOCIAL SERVICES
, SUMMARY ‘

The Department of Social Services (DSS) is the single state agency
responsible for supervising the delivery of cash grants and social services
to needy persons in California. Monthly grant payments are made to
eligible recipients through two programs—Aid to Families with Depend-
ent Children (AFDC) and the Supplemental Security Income/State Sup-

lementary Payment (SSI/SSP) programs. In addition, welfare recipients,
ow-income individuals, and persons in need of protectionn may receive a
number of social services such as information and referral, domestic and
personal care assistance, and child and adult protective services.

Table 1 identifies total expenditures from all funds for programs admin-
istered by DSS, for 1982-83 through 1984-85. Total expenditures of $7,149,-
142,000 are proposed for 198485, which is an increase of $214,297,000, or
3.1 percent, above estimated current-year expenditures.

Table 1

Department of Social Services
Expenditures and Revenues by Program
All Funds
1982-83 through 1984-85
{in thousands)

Percent
Change
1983-84 to
Program . 1982-83 1983-84 1984.85° 1954-85
Department SUPPOTt ........veercrreceesmsnsens $145,947 $161,508 $160,736 -0.5%
Payments for Children .........cccoerrvivecrarrons 3,013,155 3,282,665 3,405,916 38
SSI/SSp 2,084,680 2,138,776 2,179,402 19
Special Adult programs. 1,591 1,524 190 -81.5
Refugee program .........cemscssvenns 117,901 71459 63,721 =177
County Welfare Department Adminis-
tration 591,640 649,463 685,633 5.6
Social Services programs ... 532,420 613,228 643,118 49
Community Care Licensing.. 8,316 10,222 10,426 20
Local Mandates® ...........oemmermmmninnn — (282) (407) (44.3)
Totals $6,495,650 $6,934,845 $7,149,142 3.1%
Funds
General Fund $9,813,682 $2,931,738 83,051,494 41%
Federal funds. 3339174 3,625,918 3,704,701 22
Interstate Collection Incentive Fund .. — 600 595 —125
County funds 335,250 369,185 389,904 .37
Reimbursements. ... coeseorsieesssssinn. 7,544 7,404 9518 26

# Includes proposed cost-of-living adjustments. '
b Funding for local mandates for 1983-84 and 1984-85 is provided in the item for state mandated local
programs (Item 9680). .

Table 2 shows the General Fund expenditures for cash grant and social
services programs administered by DSS. The department requests a total
of $3,051,494,000 from the General Fund for these programs in 1984-85.
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This is an increase of $119,756,000, or 4.1 percent, above estimated current-
year expenditures.

) Table 2
Department of Social Services
Genera! Fund Expenditures
1982-83 through 1984-85
(in thousands)

Percent
Change
Actual Estimated Proposed 1983-84 to
Program 1982-83 1983-84 1984-85° 1984-85
Department Support ... $41,456 $47,809 $45,758 " —43%
Payments for Children..............couvv.e 1,367,301 1,491,641 1,562,645 48
SS1/SSP 1,140,480 1,097,386 1,101,124 - 03
Special Adult programs ..........ccwve. 1,539 1,472 138 —90.6
County Welfare Department Ad- ‘
ministration ............. . 102,475 116,686 o 129114 10.7
Social Services programs .. 154,122 169,229 205,050 21.2
Community Care Licensing . . 6,309 7,515 7,665 20
Local Mandate .............ummmicsnrnns . (282) _ (407) 43
Totals $2,813,682 $2,931,738 $3,051,494 41

® Includes proposed cost of living adjustments

OVERVIEW OF ANALYST'S RECOMMENTATIONS

The analysis of the proposed 1984-85 budget for DSS is divided into 9
sections, as follows: (1& state operations, (2) AFDC, (3) SSP program for
the aged, blind, and disabled, (4) Special Adult programs, (5) Refugee
Cash Assistance programs, (6) County Administration of Welfare pro-
grams, (7) Social Services, (8) Community Care Licensing, and (9) cost-
of-living increases.

We are recommending reductions totaling $6,669,000 from proposed
General Fund expenditures. Of this amount, $250,000 reflects recommen-
dations for programmatic change and $6,419,000 reflects technical budget-
ing recommendations.

Table 3

Department of Social Services
Summary of Legislative Analyst’s Recommendations
General Fund
{in thousands)

Recommended Changes

Programmatic Technical Recommendations
/ Issues Issues - Total - - Pending
AFDC cash grants......cocouveconmcens —$350 —$5,678 —$6,028 $63,199
County administration of welfare
2032 1 ¢ 1T J RO 100 —166 —66 —
Social SEervices ......omvererrnns — — — 4,583
Community care licensing .......... — -501 —501 —
Cost-of-living adjustments ............ —_ -4 -74 5,143
Totals ~$250 —-$6,419 —$6,669 $72,925

In addition, we are recommehdihg that $10.9 million requested from the
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DEPARTMENT OF SOCIAL SERVICES
SUMMARY—Continued

General Fund to remove existing limits on state participation in county
welfare department salaries be used, all or in part, to provide cost-of-living
increases for county administration in 1984-85. ‘

We withhold recommendation on $72,925,000 proposed in the budget
pending receipt of the May revision of expenditures.

DEPARTMENT OF SOCIAL SERVICES
Departmental Support

Item 5180 from the General
Fund and Social Welfare Fed-

eral Fund : Budget p. HW 169
REQUESEEA 198485 ........oooommreereeeeeeeoemsstessssesemmssnssssssssssssssssnsssses $45,758,000
Estimated 1983-84...........ccoovveevermnnvnrnenrenieesnrensssesssrsnesiossssressens 47,809,000
Actual 1982-83 ......ccovvierrirrereereieirssisereseresssssnssssssossssssnsinseossons 41,456,000

Requested decrease (excluding amount

for salary increases) $2,051,000 (—4.3 percent)

Total recommended reduction ............coeeeneenesenreeseniseecnns None
198485 FUNDING BY ITEM AND SOURCE -
Item ~Description Fund Amount
5180-001-001—Department of Social Services, sup- General $45,758,000

port
5180-001-866—Department of Social Services, sup- Federal (105,460,000)

port

. Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Statewide Public Assistance Network. Recommend the 1182
Legislature direct the Department of Social Services (DSS)
to prepare a long-range plan for development of computer
systems that can achieve the Legislature’s goals for welfare

. administration.

2. Disability Evaluation—Reimbursement Mechanism. Rec- 1184
ommend that the DSS report to the fiscal committees, prior
to the budget hearings, regarding the proposed reimburse-
ment mechanism for disability evaluations of Medically In-
digent Adults (MIA).

3. Fair Hearings Backlog. Recommend that, prior to the 1185
budget hearings, DSS submit a plan to the fiscal committees
for processing the remaining backlog of MIA fair hearing
appeals.

4. Community Care Licensing—Fees. Recommend enact- 1190
ment of legislation requiring that community care facilities -
be charged a license ?ee based on (a) the cost of licensing
each facility type and (b) the proportion of each facility’s

-clients whose care is paid for from nongovernmental
sources. (Potential General Fund savings: $9,248,000)




Item 5180 HEALTH AND WELFARE / 1179

5. Comunity Care Licensing—Family Day Care Caseload In- 1195
crease. Recommend that, prior to the budget hearings, the
DSS advise the fiscal committees on how it proposes to sat-
isfy statutory licensing requirements for family day care,
%ivc(len the number of evaluator positions proposed in the

udget.

6. Adoptions. Recommend that, prior to the budget hearings, - 1196
DSS provide the fiscal committees with (a) an estimate of
the effect of SB 14 on state district adoption office caseloads
and (b) a plan for providing adoption services to children
served by state district offices.

GENERAL PROGRAM STATEMENT

The Department of Social Services (DSS) administers income mainte-
nance, food stamps, and social services programs. In addition, the depart-
ment is responsible for licensing and evaluating nonmedical community
care facilities and determining eligibility for the federal supplemental
security income and Medicaid/medically needy programs through disabil-
ity evaluations. These responsibilities are divided among nine operating
divisions within the department.

The department was authorized 3,448.4 positions in the current year.
The department proposes to delete three positions and administratively
establisE 73 positions during the current year. As a result, the department
will have 3,518.4 positions during 1983-84.

Table 1

Summary of the DSS Support Budget
1982-83 through 1984-85
(in thousands)

Actual Estimated Proposed
Program : 1982-83 1983-84 1984-85
AFDC-FG/U $12,601 $14,413 $14,311
AFDC-FC 3217 3,965 4,105
SS1/SSP ; 951 1,098 1,121
Special Adult Programs 206 195 80
Food Stamps 14,233 14,822 15,183
In-Home Supportive Services ...owerccesmncsneres 2,625 3,266 3,302
Other County Social SETVICES ....urecerrmmesmrerseersmmsassans 3427 3,799 3,792
Adoptions 4,851 5693 - 5,807
Child Abuse Prevention 653 922 1,156
Community Care LiCensing ........coercermsmonsessnone 14,051 15,804 17,028
Refugee Programs 1,864 2,685 2,645
Disability Evaluation 71,800 78,543 78,124
“Services to Other AZENCIes ... ivmmrreereriessssersmannes 6,372 5,647 3,851
County Data Systems 1,167 1,116 895
Child Support 4,579 - 5444 5,651
Maternity Care 72 229 233
Access Assistance for the Deaf .......ocvinecrnnnsennees 17 136 138
WIN 931 1,036 1,084
Refugee Services 2,116 2,695 2,930
Demonstration Programs 14 - —
Totals........ $145,947 $161,508 $160,736
Funding
General Fund $41,456 $47,809 $45,758
Federal funds 96,947 106,295 105,460
Reimbursements 7,544 7404 9,518

Totals $145,947 $161,508 $160,736
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DEPARTMENT OF SOCIAL SERVICES—Continued

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation. of $45,758,000 from the General
Fund for support of the DSS in 1984-85. This is a decrease of $2,051,000,
or 4.3 percent, below estimated current-year expenditures. The decrease,
however, makes no - allowance for the cost of any salary or staff benefit
increases that may be approved for the budget year.

The budget proposes total expenditures of $160,736,000, including ex-
penditures from reimbursements, for support of the department in 1984
85. This is a decrease of $772,000, or 0.5 percent, below estimated 1983-84
expenditures. Table 1 shows total proposed expenditures for the depart-
ment, by major program category.

Table 2

Department of Social Services—Support Budget
Proposed General Fund Adjustments
(in thousands)

‘ Cost Total
1983-84 Expenditures (Revised) , $47,809
A. Baseline Adjustments

1. Increase in existing personnel costs
a. Full-year cost of 1983-845alary inCrease ... ummusuecesmmsssssssrsneens $809
b. OASDI benefits 103
c. Foster care licensing 133
d. Day care licensing caseload 426
e. Yolo County case data positions 6
Subtotal $1,477
2. Decrease in existing personnel costs
a. Limited-term positions
(1) Placer-Nevada case data —$289
(2) Medically Indigent Adult fair hearings (AB 799) .............. —1,147
- b. Retirement benefits —195
Subtotal —$1,631
3. One-time expenditures :
a. Equipment ) —$2
b. Disaster relief _—1,080
Subtotal ; —$1,082
4. Operating expenses and equipment :
a. Inflation adjustment $726
5. Adjustment of prior year Board of Control Claim, Ch 1183/83 .. $11
6.. Total baseline adjustments (—$499) .
B. Program Change Proposals
1. Disability Evaluation Division (DED) funding change ................ —$1,839
2. Elimination of internal audit function.. -113
3. CCL investigator workload increase 113
4. CCL caseload growth 322
5. Child abuse and neglect prevention and intervention (AB 1733) 238
6. Multi-county case data system -9
7. Reduction in operating expenses and equipment ...............cccn... —207
8. DED position reduction -57
9. Total program change proposals —$1,552

C. Total Changes for 1984-85 (—$2,051)
D. Proposed Budget for 1984-85 $45,758
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Proposed General Fund Budget Changes

Table 2 shows the proposed changes in the department’s General Fund
support expenditures for 1984-85. As the table shows, General Fund ex-
genditures are proposed to decrease by $2,051,000, or 4.3 percent. The

ecrease reflects proposed expenditure increases totaling $2,887,000 and
reductions totaling $4,938,000. The major proposed increases consist of: (1)
$1,477,000 for increased costs of existing personnel, (2) $726,000 for a 6
percent inflation adjustment to the department’s budget for operating
expenses and equipment, (3) $435,000 for increased _case%oads in the com-
munity care licensing program, and (4) $238,000 for the continuation of
six limited-term positions for child abuse prevention that expire at the end
of the current year. The major decreases consist of: agl) $1,147,000 for the
one-time-only costs of processing fair hearing appeals resulting from the
transfer of Medically Indigent Adults (MIA) to county health programs,
52) $1,080,000 for the one-time costs of providing assistance for specified

isasters during 1983-84, and (3) $1,839,000 due to the administration’s
proposal to require counties to pay for disability evaluations of MIAs.

Table 3

Department of Social Services
Position Changes Proposed for 1984-85

Existing Administrative New Total Net Change

Positions  Adjustments Positions  Positions ~ Number  Percent
AFDC-Foster Care................ 146.7 -10 — 145.7 -10 —1%
Child Support Enforcement 75.6 -3 —_ 75.3 -3 -4
Other AFDC ... 242.0 -32 — 2388 -32 -13
Food Stamps ... 289.0 ~29 - 286.1 -29 -10
Other County Soci

CES wvvvnisiunnrermnrensssessiinnses 979 -2 - 9717 -2 -2
In-Home Supportive Serv-

ICES ovvnnriasieransrneescenss - 79.6 -18 —_ 718 -18 —2.3
Adoptions 13838 — - 1388 — 0
Child Abuse Prevention...... 9.1 — 6.0 15.1 6.0 65.9
Refugee Services............ivuen. 488 -20 — 468 -20 —4.1
Community Care Licensing 3748 - 25 59.5 436.8 62.0 165
Disability Evaluation ............ 1,690.3 —940 39.0 1,635.3 -55.0 ;)
Services to Other Agencies 90.0 -5.1 —_ 849 =51 =57
County Data Systems .......... — — 9.0 9.0 9.0 N/A
L0757 NN 974 —_ - 974 — 0

TOtalS ...vovveecrrmsareranssneer 3,380.0* —108.0 1135 3,385.5 5.5 2%

2 The department is authorized 3,448.4 positions during 1983-84. Of these, 68.4 are limited-term and will
expire at the end of the current year.

Fiscal Effect of Proposed New Positions

Requested . (in thousands)
New General Federal Reim-
Positions Fund Funds  bursements  Totals
Child Abuse Prevention ... 6.0 $238 — — $238
Community Care Licensing.... . 595 1,735 10 — 1,745
Disability Evaluation ...... . 390 — 1,614 . — 1,614
County Data Systems............ccemnne 9.0 -9 -8 92 - 895

Totals ... . 1135 $1,964 $1,616 $912 $4,492
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DEPARTMENT OF SOCIAL SERVICES—Continued
Proposed New Positions

The department is proposing a net increase of 5.5 positions for 1984-85,
as shown in Table 3. This reflects 113.5 new positions and a reduction of
108 positions. As a result of these changes, the budget proposes funding for
3,385.5 authorized positions in 1984-85. The largest single request is for 59.5
positions for the Community Care Licensing program. These positions are
requested to (1) conduct on-site evaluations of facilities and provide ad-
ministrative support to licensing evaluators (56.5 positions) and (2) inves-
tigate allegations of unsafe conditions in community care facilities (3
positions). '

The largest single reduction in staffing is the proposed elimination of 94
positions from the disability evaluation division. This reduction primaril
reflects an anticipated reduction in the number of disability cases that will
be re)ferred by the federal government to the state for review (55 posi-
tions).

ANALYSIS AND RECOMMENDATIONS

Legal Services Positions

The Supplemental Report to the 1983 Budget Act requires our office to
report on the effect of reductions in legal positions (1) resulting from
vetoes by the Governor in acting on the 1983 Budget Bill and (2) proposed
in the 1984 Budget Bill.

. The 1983 Budget Bill, as submitted by the Legislature to the Governor,
authorized 43.5 legal positions for the DSS. The Governor vetoed 7.5 of
these positions.

The department advises that, at the time the Governor vetoed the 7.5
positions, the department believed it could accommodate the reduction
through changes in workload priority within the legal affairs division.
Subsequently, the department administratively established 4.5 positions in
the current year to handle the increased legal services workload associat-
ed with the Community Care Licensing program. The budget proposes to
continue these positions in 1984-85.

The department advises that the three legal positions which were not
restored will reduce the number of positions assigned to various welfare
and social services programs. It is unclear what impact these reductions
will have on the department’s ability to handle its legal services workloads.
This is because the workloads associated with these programs will depend
primarily on the number of court cases and regulation changes that occur
in 1984-85.

Statewide Public Assistance Néiwork

We recommend that the Legislature direct the DSS to prepare a long-
range plan for the development of computer systems that can achieve the
Legislature’s goals for welfare administration.

The Supplemental Report to the 1983 Budget Act required the Legisla-
tive Analgst to review the Revised Feasibilig Report on the Statewide
Public Assistance Network (SPAN) prepared by Arthur Andersen and
Company. In addition, the report directed the Analyst to present the
Legislature with options for the continued development of statewide com-
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puter - systems that can support the administration of public assistance
programs in California. The DSS also was required to submit a report that
reviews the revised FSR and analyzes legislative options for the develop-
ment of welfare computer systems.

We issued our report in December 1983. The findings of our report are
summarized below.

Problems with the Existing Welfare System. We have identified the
following probléms with the current system of welfare administration in
California—problems that the SPAN project was intended to solve:

o Lack of uniform welfare policy application throughout the state;
o High error rates; and
o Missed opportunities for improved efficiency through automation.

To some extent, these problems can be solved by the application of com-
puter technology.

Options Considered. We have identified five options that the Legis-
lature has available to it in attempting to develop state computer systems
that can help solve the problems associated with the current welfare
system:

« Require state administration of welfare programs with a state-devel-

oped, state-run, and state-maintained computer system;

¢ Require development of the central delivery system concept using
one of the SPAN designs;

« Develop and maintain two systems, one based on the Case Data de-
sign and the other based on Los Angeles County’s welfare computer
system, and expand MEDS to function as a statewide welfare index
(this approach was recommended in the Arthur Andersen report);

o Require the DSS to prepare and implement a long-range plan for
computer systemns development capable of achieving the Legislature’
goals for welfare administration; and

« Repeal the provision of existing law requiring the development of a
central delivery system and continue computer system development
under existing departmental policies. "

Recommendéd Action. Based on our review of these options, we
recommend that the Legislature direct the DSS to prepare a long-range

lan for the development of computer systems that can achieve the Legis-
ature’s goals for welfare administration. The plan should identify the
specific steps that must be taken in order to:

e Meet those information needs of the state that are currently unmet;

« Develop cost-effective computer systems that can improve program
efficiency and reduce error rates; and

o Increase the uniformity with which welfare policies are applied
throughout the state.

In addition, the plan should include specific milestones by which the
Legislature can gauge the DSS’ success in completing the steps specified
in the plan.

Justification for the Recommendation. Clearly, the objectives of this
option are modest compared to the objectives of SPAN. Given the state’s
experience in attempting to develop large systems of this type, however,
modest objectives would seem to be appropriate. Too many times in the
past, the Legislature has allowed the DSS to take on large projects with
ambitious goals only to find that after significant funds had been commit-
ted to the projects, the department had little to show for the effort. The
- virtue of a planned effort involving a series of steps toward welfare auto-
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mation is that it would minimize the chances and consequences of failure,
while still working toward the same goals that the central delivery system
was supposed to achieve. Such an approach would not preclude the devel-
opment of a single statewide system, operated either by the state or by
counties. Rather, it sets a deliberate pace for computer systems develop-
ment that could ultimately result in a statewide computer system.

We recommend this approach to computer systems development for

the following additional reasons:

o It requires that computer development efforts be directed toward
identified problems. -

o It requires that resources for computer systems development be tar-
geteg at those activities that offer the greatest amount of program
savings and tests the viability of these activities through pilot testing
before statewide implementation. .

o It minimizes the risk of failure.

Disability Evaluation Program

The Disability Evaluation program determines medical eligibility of
California residents for Disability Insurance, Supplemental Security In-
come (SSI), and Medi-Cal. With the exception of gisability evaluations of
Medically Indigent Adults (MIA), the division’s activities are supported
through federal funds and reimbursements. In the current year, the costs
of disability evaluations of MIAs are borne by the General Fund and
federal funds.

The budget proposes no General Fund support for the division in 1984
85. Instead, the budget proposes to require counties to-pay for disability
evaluations of MIAs, which are conducted in order to determine if they
qualify for medical services as medically needy (MN) recipients.

Persons may qualify for Medi-Cal assistance if they receive cash grants
orthey are classified as medically indigent or medicaﬁy needy. Individuals
may be eligible for Medi-Cal as medically needy if they do not receive cash
assistance grants but are aged, blind, or disabled or members of families
with deg)endent children. Medically indigent adults may receive medical
care if they are pregnant women or are in long-term care.

The budget proposes total expenditures of $78,124,000 for this program
1984-85. Of this amount, $71,778,000 are federal funds and $6,346,000 are
reimbursements, including $1,194,400 in county funds.

Counties 1o Reimburse the State for Disability Evaluations

We recommend that, prior to the budget hearings, the department re-
port to the fiscal committees concerning the proposed county reimburse-
ment mechanism for disability evaluations of MIAs.

Chapter 328, Statutes of 1982 (AB 799), transferred responsibility to the
counties for providing medical care to most MIAs. (Previously, these in-
dividuals received state-only-funded Medi-Cal benefits.) Counties may
refer MIAs to the State, however, for a disability evaluation in order to
determine if they qualify for medicai services as MNs. If they qualify for
the MN program, the county no longer pays the cost of their medical care.
This is because MNs receive medical services through Medi-Cal, which is
funded by the state (50 percent) and federal }50 percent) governments.

Currently, counties have an incentive to refer most—or all—MIAs for
disability evaluations. This is because they not only do not pay for the cost
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of MIA disability evaluations, but they save county funds if the individual
qualifies for the MN program. Given this funding mechanism, there are
no incentives for counties to screen MIAs in order to determine the likeli-
hood that the individuals will be found eligible for the MN program.

The Budget proposes to require counties to pay for the disability evalua-
tions of MIAs. Requiring counties to pay for these services may create
incentives for the counties to evaluate the Likelihood of a referral being
found eligible for the MN program, instead of automatically referring
most applicants for evaluation. .

. The extent to which better incentives are.established will depend on the
specific reimbursement mechanism established by the department. For
example, if the department charges counties on the basis of the proportion
of state funds allocated to each county for support of medical care for
MIAs, counties will not have an incentive to evaluate the likelihood that
the individual will qualify for the MN program. This is because counties
will pay the same level of reimbursements, regardless of the number of
MIAs referred for disability evaluation. On the other hand, if the depart-
ment charges counties on a per capita referral basis, counties may be more
likely to limit the number of individuals referred for evaluations. Because
the incentives faced by counties differ markedly, depending on the way
the reimbursement mechanism is structured, we recommend that, prior
to the budget hearings, the department report to the fiscal committees on
the proposed county reimbursement mechanism to be used for disability
evaluations of MIAs.

Fair Hearings for Medically Indigent Adults

We recommend that, prior to the budget hearings, the department
present to the fiscal committees a plan for processing the remaining back-
log of Medically Indigent Adult (MIA) fair hearings appeals in the current
and budget years.

Chapter 328, Statutes of 1982 (AB 799), transferred responsibility for the
medical needs of MIAs to the counties. Previously, medical care tor MIAs
was provided through the state-funded Medi-Cal program. Of the MIAs
transferred to the counties, 22,000 appealed their status, The 1983 Budget
Act provided the DSS with $1,356,000 for staffing and support costs to
COI’lel)lCt fair hearings and associated disability evaluations for the individu-
als who appealed their transfer. The department anticipated that all work
associated with the transfer of the MIAs would be completed by February
1984. The department now advises that (1) the fair hearings process has
not been completed for 5,700 individuals and (2) the department will not
_complete the process by the February 1984 deadline. :

Revised Schedule for Processing Appeals. The department now es-
timates that processing of the fair hearings and remaining disability
evaluations will not be completed until September 1984. The budget,
‘however, does not contain funds for the costs of processing these appeals
during the first three months of 1984-85. In addition, the department has
not been able to advise us how it will fund the costs of processing the
remaining 5,700 cases between March 1984 and June 1984. In the original
proposal, the 1983 Budget Act provided funding only through February
1984 for the processing of MIA fair hearings.

Until the hearing process is completed, MIAs continue to receive medi-
cal services at state and federal expense through the Medi-Cal program.
Each month that the 5,700 individuals receive medical services results in
additional General Fund Medi-Cal costs of $1.2 million.
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We conclude that the budget does not propose funds to process the
backlog of fair hearing cases. In addition, the department has not been
able to advise us of its plan for processing these cases using existing re-
sources. Therefore, we recommend that, prior to the budgetiearings, the
department present the fiscal committees with a plan for processing the
remaining MIA fair hearing appeals during the current an(F budget years.

Report on Transfer of Day Care Licensing

The Supplemental Report to the 1983 Budget Act requires the Legisla-
tive Analyst to report on the feasibility of transferring the responsibility
for licensing child day care facilities from the Department of Social Serv-
ices (DSS) to the Department of Consumer Affairs (DCA). Specifically,
the report required us to discuss (1) the organizational structure of the
two departments, (2) the costs of day care licensing, (3) fees for day care
licensing, and (4) the ability of each department to perform specified
functions. We discuss each of these issues below.

Organizational Structure of the Two Departments. The DSS cur-
rently administers the Child Day Care Licensing Program through 11
district offices. The program licenses child day care centers and family day
care homes, In addition, the DSS contracts with several counties to license
family day care homes. The licensing of child day care facilities is totally
supporteg by the General Fund; the department charges no fees to sup-
port the cost of licensing these facilities.

The DCA was established by the Consumer Affairs Act of 1970 (Ch
1394/70). It has four major components: (1) the 42 licensing agencies, -
which include boards, bureaus, programs, and committees; (2) the Divi-
sion of Administration; (3) the Division of Investigation; and (4) the Divi-
sion of Consumer Services. All of the boards and bureaus within the
department, except the State Board of Guide Dogs for the Blind, are
statutorily required to support their programs from revenues generated
by various license fees.

Each of the DCA’s constituent licensing agencies is statutorily inde-
pendent of the department’s control. Only the five bureaus (Automotive
Repair, Collection and Investigation Services, Electronic and Appliance
Repair, Employment Agencies, and Home Furnishings) are under the
direct statutory control of the Director of DCA. However, the department
does provide centralized administrative services to each of its constituent
agencies. (For further information regarding the DCA, please refer to
Item 1120.) :

Costs of Licensing Child Day Care Programs. Table 4 compares the
DSS’ estimate of the costs it incurs to license child day care facilities with
the DCA’s estimate of the costs it would incur in the event that this
licensing responsibility is transferred to that department. It is important
to note that tEe estimate provided by the DSS does not include the portion
of the department’s overhead costs that is attributable to this program.
These costs may be substantial. Moreover, the estimate provided by the
DCA is subject to error since the DCA has no direct exﬁ)erience with
licensing day care facilities. Nevertheless, the estimates displayed in Table
4 are the best estimates currently available. According to these estimates,
transferring the responsibility for child day care licensing from the DSS
to the DCA would result in a slight reduction in annual ongoing licensing
costs. In the first year of such a transfer, however, these savings would be
more than offset by one-time start-up costs to the DCA.
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Table 4

Comparison of Estimated Costs of
Child Day Care Licensing

DCA and DSS
{in thousands)
DsS DCA Difference
One-time start-up costs N/A $406.5 $406.5
On-going annual licensing COStS ......ourermmeerrrreessesne $9,200.0 8,909.0 —291.0
Totals. $9,200.0° $9,3155° $1155

® Does not include departmental overhead costs. Source: Department of Social Services.
Source: Department of Consumer Affairs.

Fees for Licensing Child Day Care Programs. The 1983 Budget Act
required the DSS to submit a report to the Legislature on community care
licensing fees. (We discuss this report below.) Based on our review of the
department’s report, we recommend that the Legislature authorize li-
censing fees for all community care facilities, including child day care
facilities. We recommend that the fee be based on (1) the cost of licensing
each facility type and (2) the proportion of each facility’s clients whose
care is paic{ for from nongovernmental sources. Such a fee system would
result in an annual day care license fee ranging from zero to $300, depend-
ing on the number of clients in the facility whose care is paid for from
private sources. The DSS estimates that the fee would generate annual
General Fund revenues of $8,350,000 from child day care facilities. We
estimate that these revenues would be partially offset by annual collection
costs of $576,000. 5 .

If child day care licensing is transferred, the DCA recommends that a
licensing fee system be established in order to support the operations of
the program and to remain consistent with the current funding philoso-
phy of the department. The DCA recommends the following fee structure
in order to support the program and provide a prudent reserve for eco-
nomic uncertainties. ‘

e Table 5
Department of Consumer Affairs

Proposed Fees and Revenues for
"Child Day Care Licensing

Number of

I » . Fee Licensees Revenue
Application 875 11,357 $851,775
License ]
Family Day Caré 3 300 © 8518 2,555,400
Day Care Center g 375 2,839 1,064,625
Renewal i '
Family Day Care 300 12,501 3,750,300
Day Care Center 375 4,167 1,562,625
Registered Assistant Providers ..., 50 12,500 625,000
Renewal e 40 12,500 500,000
& $10,909,725

In addition, the DCA%téelieves that the current triennial renewal period
should be changed to an annual renewal period in order to reduce the
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activity of unlicensed providers and improve enforcement efforts. Howev-
er, by changing the renewal period, higher fees would be required in the
first two years with a downward adjustment in the final year of the transi-
tion period. The revenue projections in Table 5 are based on the proposed
higher first-year fees.

Comparison of the Abilities of DSS and DCA to Perform Specified
Functions, The Supplemental Report requires the Analyst to assess
the ability of DSS angDCA to perform a variety of functions. In general,
we conclude that neither department is significantly better able than the
other to perform these functions. In most cases, the DCA currently per-
forms functions that are similar, but not identical, to the functions per-
formed by the DSS in licensing child day care facilities. The following is
a description of the way the two departments perform the various func-
tions identified in the Supplemental Report:

1. Enforcement. Currently, both DCA and DSS are required to
conduct various enforcement activities in order to ensure that (a) speci-
fied individuals and facilities are licensed and (b) these individuals and
facilities are operating in compliance with licensing laws. We reviewed
the enforcement programs administered by each department, but could
find no basis for concluding that either one of the departments is better
able than the other to achieve the goals of licensing child day care facili-
ties.

Specifically:

+ The DCA reports that the extent of unlicensed activity in the business
and professions which it licenses varies widely. It maintains that the
percentage of individuals and businesses practicing without a license
is affected by.a variety of factors including (1) the consumer’s willing-

‘ness to accept services without first verifying that the provider is
licensed, (2) the benefit of licensure of the licensee, and (3) the costs
and affordability of licensure.

The DSS is unable to estimate the percentage of unlicensed day care
centers or family day care homes that are operating in the state. We
have discussed the issue of unlicensed facilities with state and county
licensing staff and with members of the Governor’s Advisory Commit-
tee on Child Development programs. These individuals agree that
unlicensed activity is a major problem with respect to family day care
homes, but that it is not a significant problem with respect to day care
centers. We believe that the factors cited above by the DCA explain,
at least partially, the extent of unlicensed activity in the family day
care industry. ‘

o Under current law, the authority of the two departments to levy
administrative fines is similar but not identical. Effective January 1,
1984, the DSS was granted the authority to administratively fine child

" care centers for co%le violations. Family day care homes, however, are
not subject to such fines. At this time, the DSS is unable to determine
if the authority to levy fines will improve compliance with the law and
reduce health and safety violations. The department reports, howev-
er, that the utilization of administrative fines on other categories of
community care facilities does improve compliance with the law.

On the other hand, only two regulatory agencies within the DCA
have the statutory authority to levy administrative fines. If the Legis-
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lature decides to transfer the Child Day Care Licensing program to
the DCA, it should provide the department with the same  (or a
greater) degree of flexibility and authority to levy fines than currently
is available to the DSS.

2. Complaint Handling. Under current law, both the DSS and DCA
are required to review a complaint made against a licensee within 10 days.
The DSS review consists, at a minimum, o% a face-to-face visit by a licens-
ing evaluator with the licensee. The DCA is not required to conduct site

visits in response to complaints against licensees. Instead, its constituent

agencies are required to administratively review complaints and notify
the complaintant that a review is in progress. In addition, according to the

- DCA, its constituent agencies are not legally required to resolve a com-

plaint within a specified time period.

The DSS reports that in 1982-83, 98 percent of all required complaint
visits were investigated within 10 days. The DCA reports that a recent
sample of the department’s licensing programs confirmed that 100 per-
cent of the administrative reviews are completed within the required
10-day period. We have no basis for determining whether the DCA could
improve upon DSS’ 98 percent review rate in the event that child care
licensing was transferred to the DCA.

3. Orientation of New Providers. The DCA and its constituent reg-
ulatory agencies do not provide orientation programs for new licensees.
However, some boards and bureaus provide new licensees with informa-
tion concerning the law and its application.

The DSS has provided orientation seminars on an ad-hoc basis for new
community care providers for some time. Members of the Governor’s
Advisory - Committee on Child Development Programs. advise us that
these seminars have been very useful to new providers. The DSS is in the

rocess of implementing a more extensive program of orientation for new
amily day care providers. The department reports that the program will
begin operation during 1983-84.

4. Consumer: Awareness. The Consumer Affairs Act requires the
DCA to provideseducational materials to the public relating to the various
licensed businesses and professions. The various boards and bureaus de-

“velop ‘and distribute a wide variety of publications for this purpose. In

addition, the DCA sometimes provides consumer information through
radio and television announcements. ;

" Chapter 323, Statutes of 1983, requires.the DSS to provide a program of
consumer awareness services as part of the Family Day Care Licensing
program. At the time this analysis' was prepared, the DSS had not yet
implemented the required consumer awareness program..The depart-
ment advises that the program will be implemented c%uring 1983--84 and

~ will consist primarily of the development and distribution of educational

materials.

5. Regulations, The DCA and the DSS must adhere to the same
statutory guidelines for issuing regulations. Specifically, each board and
bureau within the DCA (1) develops regulations, (2) submits them to the
Director of the department and the Office of Administrative Law for
review, and (3) holds public hearings. The DSS follows a similar process.
Our analysis indicates. that there is no substantive difference in the rule-
making procedures utilized by the two departments.

6. Regionalization.. The DSS currently administers the Child Day
Care Center and Family Day Care Licensing programs through 11 district
offices. In addition, the DSS contracts with several counties to license
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family day care homes. The DCA does not have a system of district offices
throughout the state that it uses to administer its programs.

The DCA advises, however, that most of its boards and bureaus have
informal relationships with local governments, and that a few boards have
more formal relationships with local governments. The Structural Pest
Control Board, for example, contracts with the Los Angeles County Agri-
cultural Commissioner to investigate esticide-relatecgi complaints. The
DCA advises that it would have to estaglish eight district offices in order
to administer a day care licensing program.

7. Development of Civil Service Classifications for Staff. Both de-
- partments must adhere to state personnel guidelines in the development

of staff classifications. Our analysis indicates that the civil service proce-
dures utilized by the DCA andy the DSS are essentially identical.

Conclusion. We have not found any substantial difference in the
abilities of the two departments to perform the functions specified in the
Supplemental Report. Moreover, based on the cost estimates submitted by
the departments, it does not appear that a transfer of responsibility for day
care licensing to the DCA would result in major cost savings. We have no
analytical basis for concluding that transferring day care licensing from
the DSS to the DCA would result in a substantial improvement in the
licensing program. Consequently, we recommend that the responsibility
for day care licensing remain with the DSS.

DSS Report on Fees for Community Care Licensure

We recommend enactment of legislation requiring that community care
facilities be charged a license fee based on (1) the cost of licensing each
Ffacility type and (2) the proportion of each facility’s clients whose care is
paid for from nongovernmental sources. (Potential General Fund savings:
$9,245,000)

The 1983 Budget Act required the DSS to submit a report to the Legisla-
ture on (1) “the community care licensing fee system recommended by
the Legislative Analyst in t?;e Analysis of the 1983 Budget Bill,” and (2)
a flat fee system. ,

The department’s report, submitted in December 1983, reviewed three
possible fee systems for the program. In addition to the two fee systems
specified in the Budget Act, the report identified a third system based on
a sliding scale, with the amount of the fee for each facility determined by
the type and capacity of the facility. The department recommends that
lt:;hils fee system be adopted. Each of the fee systems is described briefly

elow. ,

Fee System Recommended by Legislative Analyst. In our Analysis
of the 1983 Budget Bill, we recommend that community care facilities be
charged a license fee based on (1) the total costs of licensing each facility
type and (2) the proportion of each facilities’ clients whose care is paid
for from nongovernmental sources. This recommendation was based on
our finding that (1) licensing is a service that should be paid for by the
beneficiaries of the service and (2) licensees can either absorb the fee or
pass it through to their clients. However, because community care facili-
ties are often unablé to adjust the rates they charge publicly supported
clients, we recommended that facilities pay a fee based on the percentage
of their clients whose care is paid from nongovernmental sources:

Sliding Scale Fee System. Under this proposal, the amount of the li-
censing fee would depend on the capacity of the facility, and would cover
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only specified costs of licensing each facility type. Specifically, the fee
would be based on initial application and renewal processing costs, but
would not reflect the costs o?complaint handling, follow-up visits to facili-
ties by licensing evaluators, staff training, and departmental overhead
costs. The department maintains that application processing costs are
readily identifiable, whereas other program costs are more difficult to
apportion equitably to the various licensing categories. The department
also states that the sliding scale system would avoid the costly process of
deterrnining the proportion of clients whose care is paid for from private
sources.

Flat Fee System. Under this system, all community care licensees
would pay a fee of $100 regardless of their size or type.

Table 6 displays the department’s estimate of the revenues, collection
costs, and fee levels for each of the three systems.

Table 6
Fiscal Effect of Three Alternative Community Care Licensing Fee Systems
Skiding
Scale
Legislative Fee—
Analyst’s Department’s Flar
Revenue Proposal Proposal Fee
Child Day Care Facilities
Family homes $6,609,000 $2,179,000 $2,179,000
Centers ..... 1,741,000 826,000 A
Residential facilities 1,583,000 ~ 1,383,000 1,181,000
Totals...... : $9,933,000 $4,383,000 $3,702,000
Cost of collection $685,000 * $685,000 $685,000

Amount of Fee $0 to $860° $100 to-$275°¢ $100

2 The DSS estimates that the collection costs associated with the Analyst’s proposed fee system would be
$1,740,000. We believe the costs of collecting the fees under our proposal would be no more than the
costs the DSS estimates for its proposal, $685,000. We discuss this issue below.

b Fee depends on facility type and percent of facility’s clientele that is privately supported.

¢ Fee depends on facility type and capacity.

Source: DSS. Assumes effective date of July 1, 1984

In its report, the department identified several reasons why it recom-
mended a sliding scale fee system, rather than the system we proposed.
The report also asserts that the flat fee system would be preferable to our
proposal, for the same reasons. We discuss each of the department’s rea-
sons below:

1. Costly Recordkeeping. The report states that the Analyst’s “fee
system based on the proportion of private pay clients would necessitate
the establishment of a costly, complex system for operators in recordkeep-
ing and reporting.” Our analysis indicates that this is not so because opera-
tors of community care facilities currently maintain records identifying
which of their clients are supported by government programs. Without
such records, the operators would be unable to charge the government for
the costs of care provided to the clients. It is difficult to imagine how a
facility operator could stay in business without also knowing which of his
or her clients pay for their own care.

2. Private Pay Clients Would Subsidize Public Clients. The report
states that under the Analyst’s proposal, “private pay clients will in effect
subsidize the cost of licensing for public pay clients.” In fact, this would
not occur under our fee proposal, but would occur under the system the
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department proposes. This is because our proposal would result in a fee
based only on licensing costs attributable to private pay clients, not public-
ly supported clients. The department’s proposal, however, would charge
a fee to facilities regardless of the actual mix of private and public clients.

3. Costs to the Operator. The report states that the fee proposed by
the Analyst “puts an unacceptable financial burden on the (facility) oper-
ator.” This assertion appears to be based on the department’s estimate that
(a) under our proposai) the annual fee for child day care facilities would
range from $200 to $300 (assuming 100 percent private pay clients), and
(b) the annual fee for residential care facilities would range from $400 to
$800 (assumning 100 percent private pay clients). The report provides no
evidence that these fees represent an unacceptable financial burden on
the operator. For example, assuming a capacity of 25 children and a
montlg)ly day care charge of $200 per month per child, the $300 licensing
fee for a child day care center would represent one-half of 1 percent of
the facility’s total revenue.

4. Incentives to Increase Capacity. The report states that the fee
proposed by the Analyst would create an incentive for facilities to increase
their capacity, thereby reducing the availability of small facilities that are
more suited to the special needs of some community care clients. We
recognize that the fee we propose may create a slight incentive to increase
capacity since facilities in each licensing category would pay the same fee
regardless of their capacity. We do not believe this.incentive would be
significant, however, since (a) facility capacity is limited by the physical
size of each facility and (b) operators face other more significant incen-
tives to increase capacity such as the economies of scale, and the resulting
potential for higher profits, which are inherent in larger facilities.

5.  Children’s Day Care Facilities Would Pay Most of the Fees. The
report states that under the Analyst’s proposal, “the bulk of the fees as-
sessed would be to.children’s day care facilities” and that “this is counter
to the movement of the last several years to provide low cost day care to
the working parent.” We believe these statements are misleading for
three reasons:

a. While it is true that under our proposal, children’s day care facilities
would pay more in fees than any other facility type, the same is true
under the de;fartment’s proposed sliding scale system. In fact, almost
any imaginable community care licensing fee system would generate
more revenue from children’s day care facilities than from any other
type of facility. This is because children’s day care facilities represent
more than one-half of all licensed community care facilities. -

b. Any increase in the cost of day care to working parents resulting from
the imposition of a license fee would be small, even assuming facility
operators pass the entire cost of the fee on to the parent. For exam-
ple, the fee we propose would raise the average cost of family day
care by less than $4 per month per child, assuming the owner of the
home passed through 100 percent of the fee.

c. The fee system we propose would not increase the costs of day care
to subsidized parents. Instead it would only affect the costs incurred
by nonsubsidized parents who, by definition, do not qualify for a
subsidy based on income or need.

6. Costs of Collection. The report states that the fee proposed by
the Analyst would require a costly and complex collection system. The
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department estimates that annual collection costs would be $1,740,000
under our proposal, as compared with $685,000 for the sliding scale system
it proposes. The department’s estimate of the collection costs associated
with our fee system assumed that the department, and the counties under
contract to the department, would be required to maintain records re-
flecting the payment status (private versus public) of each client in each
facility. Such a system would, indeed, be very costly. Fortunately, no such
system would be needed. The department could simply allow facilities to :
report the percentage of their clients whose care was paid for from non-
governmental sources, in the same way that many of these facilities now
report their income and expenses for tax purposes. These reports could be
audited, on a random basis, to assure a relatively high level of accurate
self-reporting. We believe the cost of collection of the fees from our pro-
posal would %)e no more than the cost the department estimates for its
proposal, $685,000.

Department’s Proposal Imposes a Fee for Publicly Subsidized Commu-
nity Care. The sliding scale fee system proposed by the department
would impose a fee on all commmunity care facilities without regard to the
percent of a facility’s clients whose care is paid for by the government.
(This is also true of the flat-fee system identified by the department in its
report.) It would, therefore, put facility operators in the position of choos-
ing between one or more of the following three options: (1) absorb the
cost of the fee, (2) reduce services to clients, or (3) seek an increase in
the rate at which the government reimburses them for the care they
provide to subsidized clients. .

We do not believe that any of these options is desirable for the following
reasons: :

- o It would be unfair to expect operators to absorb the costs of a fee
without a determination that they could afford to do so.
¢ The level of service provided to these clients is often specified in law.
Therefore, the provider may not be able legally to reduce the level
of service in order to offset the cost of the fee. Moreover, the policy
of the Legislature has been to encourage a high quality of community
care. ‘
 Increasing the rates of reimbursement paid to community care opera-
tors by the government in order to offset the cost of the licensing fee
could result in increased General Fund costs. This is because the
General Fund pays a substantial share of the costs of care for many
community care clients.

For these reasons, we recommend the enactment of legislation requir-
ing that community care facilities be charged a fee based on (1) the cost
of licensing each facility type and (2) the proportion of each facility’s
clients whose care is paid for from nongovernmental sources. Assuming
such a fee becomes effective on July 1, 1984, the department estimates that
it would generate increased annual General Fund revenues of $9,933,000.
We estimate that these revenues would be partially offset by increased
General Fund costs to collect the fees of $685,000. Thus, the net effect of
the fee we propose would be to reduce the General Fund costs of the
Community Care Licensing program by $9,248,000. This would not put
this licensing program on a ?uﬁy self-supporting basis. Under our proposal,
fee revenues would pay for approximately 34 percent of the costs of the
program, which is roughly the same percentage as the percentage of
community care clients whose care is paid for from nongovernmental
sources. The General Fund (and, to a lesser extent, federal funds) would
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continue to pay for the 66 percent share of the costs of the Community
Care Licensing program which is attributable to publicly supported cli-
ents.

Changes in the Family Day Care Licensing Program

Chapter 323, Statutes of 1983, the companion measure to. the 1983
Budget Act, made major changes in the Family Day Care Licensing pro-
gram. Specifically, the measure required that starting in 1983-84: -

e The department, or counties under contract with the department,
visit all family day care homes prior to approving a request for license
renewal. Prior law required such visits only to those(flomes that had
been cited for a major violation of licensing standards during the term
of their license. The DSS estimates that this change will result in a 25
percent increase in the workload of the Family Day Care Licensing
program. :

o The department provide (1) ongoing training to licensing staff and
law enforcement agencies, (2) consumer education for parents of
children in family day care, and (3) an orientation program for pro-
spective family day care providers. The department allocated $300,-
000 for these programs in 1983-84 and proposes spending the same
amount in 1984-85.

Funds for Family Day Care Licensing Were Reduced By the Governor.
The Legislature appropriated $10,210,000 for family day care licensing for
1983-84. This amount included $7,210,000 for the county costs and $3,000,-
000 for the department’s costs of family day care licensing: The Governor
reduced these amounts to $4.8 million and $2.2 million, respectively. The
reductions were based on the department’s estimate in July 1983 of the
costs ((i)f the Family Day Care Licensing program. The July estimate as-
sumed:

¢ A workload standard of 228 family day care homes per county licens-

" ing evaluator. Based on our review, we conclude that this workload
standard is appropriate, given the increased number of unannounced
visits to family day care homes required by Chapter 323. -

o An estimated caseload of 21,440 county-licensed and 9,770 state-li-
censed family day care homes.

Changes in Caseload Estimates for 1983-84, Based on more recent
data, the department has revised its estimate of the number of family day
care homes that will be licensed in 1983-84. Specifically, the department
estimates that the counties will license 19,200 homes and state staff will
license 12,380 homes in 1983-84. This represents a reduction of 2,240
homes, or approximately 10 percent, in county caseloads and an increase
of 2,610, or 27 percent, in state caseloads. These changes are attributable
to (1) transfer of licensing caseloads from the counties to the state (coun-
ties can return the responsibility for family day care licensing to the state
at any time), (2) an increase in the rate of growth in state caseloads, and
(3) a leveling-off in the growth of county caseloads. The department
estimates that county caseloads will be the same in 1984-85 as in 1983-84
(19,200 homes). The state caseloads, however, are expected to increase
from 12,380 to 14,568 homes. This is an increase of 50 percent over the
number of homes that the department assumed would be licensed by the
state in its July 1983 estimate. ’
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Budget Proposal Does Not Reflect Change in the Licensing Caseload Estimate

We recommend that, prior to the budget hearings, the department re-
port to the fiscal committees on how it proposes to satisfy the requirements
of Ch 323/83, given the number of family day care licensing positions
proposed in the budget.

The budget includes $2,200,000 for family day care licensing conducted
by the state district offices. This is the same funding level as in the current
year. Although the department estimates that the State caseloads will
increase by 50 percent, as compared with the estimated caseloads upon
which the current-year funding level is based, the budget does not pro-
pose an increase in state licensing staff to handle the increased caseload.
The department advises that it did not adjust the budget proposal to
reflect the changes in its caseload estimate because this program has not
been budgeted on the basis of caseload since the enactment of Ch 102/81.
(Chapter 102, the companion measure to the 1981 Budget Act, made
substantial reductions in the number of family day care home inspection
visits required by state law.)

We have several concerns with the department’s conclusion that the
Family Day Care Home Licensing program is not a caseload-driven pro-
gram:

« The provisions of Chapter 102 that affected this program have been
repealed. Specifically, Ch 323/83 restored the Family Day Care Li-
censing program to pre-Chapter 102 levels. Prior to the enactment of
Chapter 102, this program had been budgeted on a caseload basis for
several years.

.o ‘The department’s conclusion is inconsistent with the Governor’s ra-
tionale for vetoing funds appropriated for Family Day Care Licensing
in the 1983 Budget Act. Specifically, the amount of funds vetoed was

. based on the department’s estimate of the 1983-84 licensing caseloads.

+ By continuing to fund the state and county components of this pro-
gram at 1983-84 levels, without regard to caseload changes, the
budget provides (1) more money than is necessary to support county
licensing activities and (2) less money than necessary to support state
licensing activities, ‘.

In our analysis of Item 5180-161-001, Community Care Licensing—Ilocal
assistance, we note that the budget proposes to fund counties at approxi-
mately the same level in 1984-85 as they are funded in 1983-84, despite
a 10 percent reduction in the department’s estimate of the number of
homes that the counties will license. The department has been unable to
explain this apparent inconsistency in the way the budget proposes to fund
the county licensing program, as compared with the way it proposes to
fund the state’s licensing program.

Our review indicates that the department’s workload standard of 228
family day care homes per licensing evaluator is appropriate, given the
changes enacted by Chapter 323. Thus, it does not appear that the funding
levels proposed in the budget are adequate to provide the number of
licensing staff that are implied by the department’s own workload stand-
ards ang caseload estimates. Therefore, we recommend that, prior to
budget hearings, the department advise the fiscal committees how it pro-
poses to satisfy the requirements of Chapter 323, given the number of
family day care licensing positions proposed in the budget.
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Adoptions Program

We recommend that, prior to the budget hearings, the department pro-
vide the fiscal committees with (1) an estimate of the effect of Chapter
978, Statutes of 1952 (SB 14) on the adoption caseloads of the state district
adoptions offices and (2) its plan for providing services to children served
by the district offices. ‘

The DSS administers a statewide program of adoption services. The
department provides services to parents who wish to place children for
adoption and to %ersons who wish to adopt children. Adoption services are
provided throu% three state district offices, 28 county agoption agencies,
and a variety of private agencies.

There are three components to the Adoptions program: (1) the Relin-
quishment Adoption program, which provides adoption services to chil-
dren in foster care, (2) the Independent Adoptions program, which

rovides adoption services to birth parents and adoptive parents when
oth agree on placement and do not need the extensive assistance of an
adoption agency, and (3) the Intercountry Adoptions program, which
places children from foreign countries for adoption in the United States.

The Adoptions program is supported primarily from the General Fund.
The General Fung pays for the cost of case work activities provided by the
state and county agencies, and reimburses private adoption agencies for
placing children who are hard to place due to their physical, mental, or
emotional handicaps or other factors.

Budget Proposal Does Not Account for Potential Caseload Increases in
State District Adoption Offices. Chapter 978, Statutes of 1982 (SB 14),
made various changes in child welfare services that will affect the Relin-

uishment Adoption pro%ram. These changes were designed to ensure
that as many children in long-term foster care placement as possible are
placed in adoptive homes. We discuss these changes in detail in our analy-
sis of Item 5180-151-001.

The budget proposes total spending of $5,807,000 ($5,759,000 General
Fund and $48,000 federal funds) for the department’s costs of (1) adminis-
tering the statewide Adoptions program and (2) providing direct adop-
tion services through the three state district offices. This is-an increase of
$113,000, or 2.0 percent, over estimated expenditures in 1983-84. The
budget proposes to maintain staffing levels in 1984-85 at the 1983-84 levels
—108 authorized positions. , .

Although the budget proposes a relatively small increase in the depart-
ment’s costs of providing adoption services in 1984-85, the budget pro-
poses a General Fund increase of $5.6 million, or 30 percent, for
reimbursements to county adoption agencies. Most of the proposed in-
crease for the county adoption agencies is due to anticipated caseload
growth in the Relinguishment Adoptions program, which is expected to
result from the changes in child welfare services made by SB 14..

The department estimates that as a result of SB 14, the relinguishment
adoptions caseloads in the 30 counties served by 28 county adoption agen-
cies will increase by 30 percent, from an estimated 4,510 children receiv-
ing services in 1983-84 to 5,850 children receiving services in 1984-85. The
department has not provided an estimate of the effect of SB 14 on adop-
tion caseloads in the 28 counties in which adoption services are provided
by the department’s three district adoptions offices.
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We believe that the caseloads of the district offices are likely to increase
by a percentage similar to the percentage increase projected for county
adoption agency caseloads. This is because the changes enacted by SB 14
apply to all counties, not just the counties served by county adoption
agencies. Therefore we recommend that, prior to the budget hearings, the
department provide the fiscal committees with (1) its estimate of the
effects of SB 14 on adoption caseloads in the three state district officesand
(2) its plan for providing adoption services to children served by the
district offices. : R

Department of Social Services :
AID TO FAMILIES WITH DEPENDENT CHILDREN
Item 5180-101 from the General v

Fund and Social Welfare Fed- ) ' '
eral Fund Budget p. HW 170

Requested 198485 .........cccivierernrnnneiserivneesnsserenssensonssssasassseses $1,562,645,000 *

Estimated 1983-84.......cccvemreriesnnrmesecenssniensons dviirierserensages 1,491,641,000

Actual 198283 ..ot rietssieeiensaiaietaseesstasaesaesseasas 1,367,301,000
Requested increase $71,004,000 (4.8 percent)

Total recommended reduction in Item 5180-101-001 ............ 6,028,000

Total recommended reduction in Item 5180-181-001(d) ...... . 64,000

Recommendation pending ........icocovercerivnemsirerscioneresiasmsessoracses 63,199,000

* Includes $32,723,000 in Item 5180-181-001(d) to provide a 2 percent cost-of-living increase to.the max-
imum AFDC grants. :

1984-85 FUNDING BY ITEM AND SOURCE '
Item' ' 'Description Fund . ~ . Amount

5180-101-001—Payments for Children General $1,529,922,000
5180-101-866—Payments for Children - Federal. : - (1,662,496,000)
5180-101-919—Incentives from other states Interstate Incentive (525,000)
. Collections S S
5180-181-001 (d)—Cost-of-Living Adjustments General ‘ . 32,723,000
5180-181-866 (d) —Cost-of-Living Adjustments ~ . - Federal ) (36,806,009)
Total $l’562’645)w)
’ ' 4 Az)aly.sis' :
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Foster Care Group Home Rate Control Plan.  Recom- 1221
mend that the Department of Social Services (DSS) report
to the fiscal committees on (a) the details of its proposed
group home rate control plan for 1984-85 and (b) its timeta-
ble and specific plans for developing a permanent plan. S
2. Child Support Collections.. - Withhold recommendation < 1222
on estimated net savings of $63,199,000 to the General Fund
from child support col%ections, pending receipt of revised
estimates in May. ‘
3. Child Support Incentive Payments. Recommend that 1223
DSS report to the Legislature on its progress in reducing the
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backlog of county claims for child support incentive pcy-
- 'ments.

4. EXxtension of Federal Compensation Benefits. Reduce Item 1224

5180-101-001 by $5,678,000 and Item 5180-181-001 (d) by $64,-
000. Recommend a reduction of $12,832,000 ($5,742,000
from the General Fund and $7,090,000 in federal funds) to
reflect the extension of Federal Supplemental Compensa-
tion benefits. :

5. Asset Clearance Match Demonstration. Reduce Item 5180- 1225
101-001 by $350,000. Recommend reduction of $741,000
($350,000 from the General Fund and $391,000 in federal
funds) to reflect grant savings expected to result from a
recommended increase in fraud investigator staff.

GENERAL PROGRAM STATEMENT

The Aid to Families with Dependent Children (AFDC) program pro-
vides cash grants to those children and their parents or guardians whose
income is not sufficient to provide for basic needs. Eligibility is limited to
families with children who are needy due to the death, incapacity, con-
tinued absence, or unemployment of a parent or guardian. In addition, the
Aid to Adoptions program provides assistance to children who would
otherwise have di 'cuiry finding adoptive homes.

During the current year, 583,760 families (1,659,610 persons) are expect-
ed to receive AFDC grants. Another 2,352 families WH] receive adoptions
assistance grants.

OVERVIEW OF THE BUDGET REQUEST

Cufrenf—Year Deficiency »

The budget estimates that the AFDC program will incur a General
Fund deficiency of $88,434,000 in the current year. This deficiency is the
net result of several separate increases and decreases in funding require-
ments; relative to what was anticipated in the 1983 Budget Act for this
program.

Cost Increases. The major unanticipated AFDC program costs are
due to (1) increased caseload in the AFDC-Family Group and Foster Care
programs ($52,444,000), (2) retroactive benefits that must be paid as a
result of court rulings ($5,078,000), (3) a delay in implementing new
regulations governing the beginning date of aid, per the court’s order in
Miller v. Deukmejian ($4,250,000), (4) a reduced estimate of savings from
the Welfare Fraud Early Detection and Prevention program and social

- security benefit verification system §$22,755,000) , (8) a delay until 1984-85
of the savings expected to result from efforts to collect child support
arrearages by reducing unemployment compensation benefits to absent
parents ($2,679,000) and decreased child support collections due to tax
-intercept programs ($10,938,000). ‘ '

Additional Savings. These increased costs are partially offset by sav-
ings during 1983-84 in two areas: (1) a delay in the payment of specified
retroactive benefits ordered by various courts ($4,033,000) and (2) in-
creased child su}l:;port basic collections ($4,339,000). ,

In reviewing the 1983-84 revised expenditures, we have identified two
factors that may result in revised estimates. First, Federal Supplemental
Compensation benefits for the unemployed have been extended beyond
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the date assumed in the budget estimates. As we discuss below, DSS
estimates that this will result in grant savings and a corresponding reduc-
tion in the estimated deficiency of $2.9 million. Second, our analysis indi-
cates that the department’s estimate of child support collections in
1983-84 is overstated, resulting in an underestimate of the 1983-84 defi-
ciency by as much as $3 million. ‘

The estimated deficiency is subject to change in the May revision of the
expenditure estimate.

Budget Year Proposal

The budget proposes expenditures of $1,562,645,000 from the General
Fund for AFDC cash grants in 1984-85. The total includes $1,529,922,000
in Item 5180-101-001 and $32,723,000 in Item 5180-181-001(d) to provide a
2 percent cost-of-living increase in maximum AFDC grants. This repre-
sents an increase of $71,004,000, or 4.8 percent, from estimated 1983-84
expenditures.

As shown in Table 1, total expenditures from all funds for AFDC cash
grants are budgeted at $3,406 million in 1984-85, representing a $123
million, or 3.8 percent, increase from estimated expenditures in the cur-
rent year.

Table 1 shows the costs of AFDC programs for 1982-83 through 1984-85.
The state and county contribute 44.6 percent and 5.4 percent, respective-
ly, toward the cost of grants provided to those recipients who are eligible
under federal Family Group (FG) and Unemployed Parent programs.
The federal government contributes 50 percent toward the costs of these
grants. The federal share of total costs incurred under the FG and U
programs, however, exceeds 50 percent because the grant costs for refu-
gee families are 100 percent federally funded during the first 36 months
in which refugee families are in the United States.

For those AFDC recipients who are not eligible for grants under federal
law, the state pays 89.2 percent of the grant costs and the county pays 10.8
percent. These sharing ratios apply to the State-Only AFDC-U program
and to grants for women in their first 6 months of pregnancy.

The AFDC-FG program accounts for $2,533 million, or 76 percent, of all .
estimated grant costs (excluding cost of living adjustment) under the
three major AFDC programs. The Unemployed Parent program accourits
for another 17 percent, and the Foster Care program accounts for 7 per-
cent. :

Proposed General Fund Budget Changes »

Table 2 shows the factors resulting in the net increase of $71,004,000 in
General Fund support for the AFDC program in 1984-85. This net in-
crease reflects $98,490,000 in increased costs, offset by $27,486,000 in
proposed reductions. _

As Table 2 shows, the largest cost increases expected in 1984-85 are due
to (1) increased caseload ($23,787,000), (2) payment of court-ordered
retroactive benefits ($30,407,000), and (3) a cost-of-living adjustment of 2
percent ($32,723,000). :




Table 1

Expenditures for AFDC Grants, by Category of Recipient
1982-83 through 1984-85
{in millions)

Actual 1982-83 Estimated 1983-84 Proposed 1984-85

Program State  Federal County Total — State Federal County ICIF* Total — State  Federal County ICIF® Total
AFDC family group ... $1,0684 $1,1929 $1268 $2,388.1 $1,1430 - $1,3099 $1396 — $250926 $11896. $13559 $1458  — $2,691.2
AFDC unemployed par-

= 11 . 197.0 3310 239 551.9 233.3 3425 282 — 604.0 228.3 3142 276 — 570.1
AFDC foster care.... 153.3 51.3 81 212.7 1689 55.4 81 — 2324 169.1 53.8 81 — 231.0
Adoptions programs ........ 59 1Y) R— 52 53 02 - = 54 62 0.7 - - 68
Child support incentive . ‘

payvments to counties 10.7 23 313 17 11.2 191 -299 06 10 135 197 -328 05 09
Child support collections ~674 -T3 77 -1464 700 746 -82 — 1528 767 —8L7 90 — 1674

Subtotal....cooecereeericrinnaee $1,367.3 81,5261 $119.7 $3,0132 $1,4916 $1,652.5 $137.9 $0.6 $32827 $1,5299 $1,6625 $139.7 $0.5 $3,332.7

Proposed 2 percent »

COLA ..o — — — — —_ - = - — 327 36.8 37 - 73.3
Court-ordered  retroac- :

tive payments ............ - (2 — (.3) (10.3) (12.1) (12) — (23.6) (32.8) (38.0) 39) — (74.7)
AFDC cash grants to re- :

fugees — Q77 -~ (1707) — (1208 — — (1208) — (894 — —  (394)

Totals......... $1,367.3 - $1,526.1 $1197 $3,013.2 $§1,4916 $1,6525 $1379 $76_ $3.282.7 $1,5626. $1,699.3 $1434 $0_5 '$3,405.9

NOTE: Detail may not add to total due to rounding.
3 Interstate Collection Incenctive Fund—répresents child support payments paid to California counties by other states.

b1 ess than $50,000.
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Table 2

Proposed General Fund Budget Changes for AFDC Grants
, 1984-85
(in thousands) ‘
Cost Total
1983-84 Revised Expenditures $1,491,641
A. Adjustments to Ongoing Costs or Savings . ’
1. Basic Caseload $23,787
2. Prospective costs of court cases ‘
a, Miller v. Deukmejian —$4,933
b. Others =531

Subtotal —$5,464
3. Retroactive costs of court cases
a. Green v. Obledo —$1.,660
b. Zapata v. Woods —5,078

Subtotal v —$6,738
4. State and federal legislation
a. Ch 323/83 (AB 223) -
(i) State Only AFDC-U two month Hmit ..........cccmnvennsccrerrrrsersennes —$196
(ii) 1983-84 Cost-of-living adjustments 738
b. Ch 325/82 (AB 2315)—Foster Care —471
c. Ch 977/82 (AB 2695)—Foster Care —471
d. Reduced grant costs due to 83/84 OASDI increase .......ummmmeens —345
e. End to Extended Unemployment Benefits .........erssscesresnne 7,197

Subtotal . $6,452
5. Fraud detection and prevention
a, Asset clearance match (SB 620) —$888
b. Early detection and prevention Program ... -3,378
c. Social Security benefit verification 1,567
d. UI/DI verification .. 104

Subtotal —$2,595
. Adjustments in child support collections and incentives...............u.e. —$1,444
. Beginning date of aid regulations —$2.482
. Other adjustments —46
_Total Adjustments ($11,470)

=1

B. New Costs or Savings )
1. 1984-85 Cost of living adjustment (2 percent) ... $32,723
2. Retroactive costs of court decisions
a. Wright v. Woods $19,979
b. Wood v. Woods < 1746
¢. Lowry v. Woods 2,335
d. Angus v. Woods: M7

Subtotal . $30)407
3. Reduced grant costs due to 84-85 OASDI increases ....... rerresensrirssens —2A41
4. Ch 1151/83 (AB 1529) - 1235
5. Foster Care audit recoveries ~1,111
6. FICA for non-profit group homes 732 .
7. Child suppott Ul/DI intercept reees —4211
Total New Costs . ($59,534)
C. Total Changes for 1984-85 ($71,004).

D. Proposed Budget for 1984-85 ) $1,562,645
LEGISLATIVE ACTIONS AND COURT DECI_SIONS

New Beginning Date of Aid

In signing the 1983 Budget Bill, the Governor vetoed $6.6 million from
the General Fund appropriation for the AFDC program. The Governor’s
veto anticipated that emergency regulatlons would be implemented to -
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change the date on which AFDC applicants begin to receive aid.

In the past, aid was provided from the date of application if the individ-
ual’s application was approved within the month he/she applied for aid.
For all others, aid was provided on the first day of the month E)llowing the
date of application. The governor proposed to provide aid from the date
that the application is approved, rather than from the date of application.

The San Francisco Superior Court has issued a temporary restraining
order in the case of Miller v. Deukmejian, preventing the implementation
of the proposed emergency regulations. The plaintiffs in the case contend
that no emergency exists, as defined in the Administrative Procedures Act
(Ch 567/79). The court has barred the implementation of the new regula-
tions, pending a finding on the merits of the case.

The DSS has begun the process of approving new beginning date of aid
regulations on a nonemergency basis and expects that the new rules will
take effect April 1984. The DSS also estimates that the new regulations will
result in General Fund savings of $2,125,000 in 1983-84, instead of the $6.6
million originally estimated at the time the Governor vetoed the funds.

Added Child Support Incentives

Chapter 1151, Statutes of 1983 (AB 1529), establishes an additional
mechanism for rewarding counties that increase their child support collec-
tions. The act provides that beginning in 1984-85, 50 percent of the in-
creases in the state’s share of child support collections will be distributed
among those counties that have contriguted to the statewide increase. The
DSS estimates that the total incentive to be distributed in 1984-85 will
reach $1,235,000.

Child Care Payments Required of AFDC Parents

Chapter 1282, Statutes of 1983 (AB 1162), requires the Superintendent
of Public Instruction to establish regulations to increase the fees collected
from AFDC recipients whose children attend state-subsidized child care
services. Under current regulations, AFDC parents as well as other par-
ents, are charged varying fees for these services based on their income.
AFDC parents, however, can be reimbursed for up to 100 percent of the
costs of work-related child care through increases in the AFDC grant.

The budget assumes that during 198485, an average of 4,000 AFDC
families per month will be charged an average of $160 for state-subsidized
child care. It is estimmated that in 1984-85, this will result in increased
General Fund costs of $3,334,000 to the AFDC program. These costs are
due to the fact that AFDC families can be reimbursed for up to 100
" percent of their costs of child care through increases in the AFDC grant.
According to the provisions of the bill, these costs will be offset by reduced
General Fund expenditures in the Department of Education. The effects
of this law are discussed in more detail in connection with the budget for
child care in the Department of Education (Item 6100-196-001, Non-K-12
Education Programs). '

ELIGIBILITY, CASELOADS, AND GRANTS
Eligibility Criteria

Table 3 lists the eligibility criteria for the AFDC and Food Stamp pro-
grams (most AFDC recipients receive food stamps).
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Rise in Ca#eloud

Chart 1 shows the number of persons receiving AFDC or adoptions
assistance between 1977-78 and 1984-85. During this period, the number
of individuals receiviniassistance increased by 220,000, or 15 percent. This
increase would have been substantially greater if it had not been for
enactment of eligibility changes pursuant to the federal Omnibus Budget
Reconciliation Act of 1981. These changes became effective during 1981
82.

The DSS has revised upward its estimate of the AFDC caseload for

1983-84. The 1983 Budget Act, as passed by the Legislature and signed by

the Governor, assumed an AFDC caseload of 1,610,363 persons in 1983-84.
The department now estimates that the average monthly caseload in
1983-84 will be 1,661,962 persons per month, an increase of 3.2 percent
above the budget, as enacted.

Caseloads in 1984-85 are expected to increase by 0.1 percent above
revised 1983-84 levels, as shown in Table 4. The AFDC-U caseload is
expected to decline by 6.3 percent, but this is more than offset by a 2
percent increase in the AFDC-FG caseload.

Chart 1
AFDC Caseload
Persons per Month (in thousands)

Foster Care
and AAP/AAC
Unemployed
1,750 Parent
Family Group
1,500
1,250
1,000+
750
500
250
i

77-78 78-79 79-80 80-81 81-82 82-83 83-84 84-85
(Est.) (Prop.)

Maximum Payment Levels .

Table 5 shows the maximum AFDC grant levels in 1983-84 for selected
family sizes. It also shows the maximum grant levels for 1984-85 based on
(1) a 2 percent cost-of-living adjustment (COLA), as proposed by the
budget, and (2) a 5.5 percent adjustment, as required under current law.
Table 6 shows comparable payment levels in California and the nine next
largest states.
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Categorical Requirements

A. AFDC—Family Group..........

B. AFDC—Unemployed - Par-
ent

C. AFDC—Foster Care..............

D. Food Stamps ......cereemsirnnns
Income and Resource Require-
ments

A. Real and Personal Property

B. Household Goods/Personal
EHeCts woverererrreerissriesneerneeees
C. Motor Vehicle .......

D. Gross Income Limit..............

E. Allowable Income Deduc-
tions

F. Net Income Limit....c..ovceunne

Table 3

Basic Eligibility Requirements

For the AFDC and Food Stamp Programs

Child with one parent absent, deceased, or physically or mentally incapacitated.

“Principal Wage Earner” unemployed. Federal eligibility availble if principal wage earner is unemployed for 30 days and
has recent work experience. Otherwise, family is eligible for 3 months of Emergency Assistance and State-Only AFDC.
Child placed in foster care. Federal eligibility is for a child removed by the court from an AFDC-eligible home; the state
supports court-placed children not linked to AFDC, and, for 6 months, voluntarily placed children.

Any family or individual qualifies who meets federally determined income and resource requirements.

AFDC
$1,000 limit; home exempt

Exempt
First $1,500 of net market value exempt
150 percent of AFDC maximum aid payment (see Table 5)

1. Standard work expenses ($75 full time; $50 part time)

2. Child care expenses (up to $160 per child)

3. If the family has received AFDC within past 4 months,
$30 and % of remaining income; not applied to families not
previously on AFDC*

AFDC maximum aid payment (see Table 5)

Food Stamps v
$1,500 limit ($3,000 for household with one member over
60)

Exempt

Limit of $4,500 on fair market value

Limit $527 for an individual; each additional household
member increases limit by $182 (family of 3 limit of
$891)

1. 18% of earned income

2. Standard deduction ($89)

3. $125 limit on the sum of excess sheleter costs and de-
pendent care expenses

4. Excess medical expenses (actual amount less $35) for
households with member over 60 or receiving Title 1I dis-
ability payments.

Limit of $405 for individual; each additional household
member adds about $140 (family of 3 limit is $685)

2 Once a family qualifies for aid, during the first four months, it is entitled to the $30 and one-third earned income exemption in calculating the AFDC grant.
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Table 4

AFDC Average Monthly Persons Receiving Assistance
1983-84 and 1984-85

" Estimated Proposed Change

Program 1983-84 1984-85 Number Percent
AFDC-Family Group ... 1,259,870 1,284,570 24,700 2.0%
AFDC-Unemployed ... 371,180 347,720 —23,460 ~6.3%
AFDC-Foster Care 28,560 28,780 220 8%
Aid for Adoptlon of Chﬂdren .................. 2,352 2,716 364 155%
Refugees®
Time-eligible (71,850) (52,002) (—19,758) —215%
Time-expired (99,480) (136,888) (37,408) 37.6%
Totals 1,661,962 1663786 184 0.1%

*Grants to refugees who have been in the United States less than 36 months (time-eligible) are supported
entirely by federal funds. Time-expired refugees, those in the United States longer than 36 months,
may qualify for and receive AFDC grants supported by the usual share of federal (50 percent), state
(44.6 percent) , and county (5.4 percent) funds.

Table 5

Maximum AFDC Grant Levels
1983-84 and 1984-85

1984-85
Budget Proposal Current Law®

i Family Size 1983-84 Amount Change Amount Change
; 1 $258 $263 $5 $272 $14
2 424 432 8 447 23
: 3 526 537 11 555 29

j 4 625 638 13 659 34
5 713 72 14 752 39

{

® Based on an estimnated 5.5 percent increase in the California necessities index (CNI) during 1983.

Table 6
State Comparison—Maximum AFDC Grant Levels
January 1984 :

Family Size .

Two Three Four

California $424 $526 $625
New York* . 399 474 566
Michigan ® ; 335 404 473
New Jersey . 273 360 414
Pennsylvania ®....... 273 350 415
Illinois ¢ 250 302 368
Ohio 27 276 343
Florida 178 231 273
North Carolina ..... 176 202 221
Texas . 128 148 178

@ New York City rate. Grants vary depending on shelter costs in each county.

b Detroit rate; uses annualized value of utility allowances, and assumes faxm.ly rents home.
¢ Phlladelphxa and Pittsburg rate.

Rate in Chicago and 13 other counties. .
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Previous Increases to AFDC Grants. The Welfare Reform Act of
1971 (Ch 578/71) requires that AFDC grant levels be increased annually.
Tglei]sle increases are based on changes in the California Necessities Index
(CNI).

Chart 2 shows the increases since 1973 in the maximum grant for a
family of three. The chart also shows the purchasing power of the grant

measured in 1973-74 constant dollars—that is, the actual amount of the -
grant adjusted for inflation as measured by the CNI. The chart shows that

since 198182, the “real” value of the grant has declined from $260 (1973
74 dollars) to $237 during the current year. If the administration’s proposal
for a 2 percent COLA for AFDC grants is approved, the grant’s real value
would decline to $229 (1973-74 dollars).

Chart 2

Purchasing Power of AFDC Grants Is Declining
Maximum Grant for Family of Three

Dollars
600
a
s 537
500-
410 Actual Dollars
400-
300 262 por i e, »
T 269 210 e e 271065 ggp o
048 254 250 260 e
200 242 : 21287 g
100 1973-74 Constant Dollars®

T T T T T T T
7374 7415 T715-76 76-77 717-18 78-19 79-80 80-81

2 Based on proposed COLA of 2% for maximum aid payment.
Aid payments adjusted for inflation as measured by the California Necessities Index during the preceding calendar year.

T T T T 1
81-82 82-63 8384 8485

BENEFITS AND RESOURCES AVAILABLE TO AFDC RECIPIENTS

In addition to the monthly cash grant, AFDC recipients may qualify for
and receive a variety of other benefits. Some of these additional benefits,
such as. Medi-Cal, are available to individuals because they are AFDC
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recipients. Other benefits, such as public housing and social security, are
available to AFDCrecipients to the extent that they meet specific eligibili-
ty criteria and, in the case of public housing, are accepted into the pro-
gram. This section discusses the major benefits available to AFDC
recipients, in addition to their monthly cash grants. :

It should be noted that, in addition to the benefits discussed below,
AFDC recipients may: ' »

1. Utilize a variety of social services, including family planning, pro-

vided by local agencies; .
-2. Participate in the Work Incentive (WIN) program, which provided
ganploc}lrment services and social services to 189,130 recipients in 1982
; an
3. Participate in the Women, Infants, and Children Nutrition program
iffthe Pparent is pregnant or if the family has children under five years
. - of age. : ‘

In addition, approximately 34,034 AFDC families shared their household
with an SSI/SSP grant recipient during 1982-83.

Medi-Cal. The Medi-Cal program, administered under Title XIX .of
the federal Social Security Act, provides funds to health care providers for
the cost of care delivered to public assistance recipients, and other medi-
cally-needy individuals whose medical costs exceed their ability to pay. All
AFDC recipients are eligible for Medi-Cal health care. During 1982-83,
568,400 persons, or 36 percent of all AFDC recipients, utilized Medi-Cal
reimbursed fee-for-services care. An undetermined number of additional
AFDC recipients utilized other Medi-Cal services provided through pre-
paid health plans, dental plans, and other categories of service paid for on
a per-capita basis. The average monthly cost of fee-for-service Medi-Cal
services utilized by AFDC recipients during 1982-83 was $140.02.

Unemployment Insurance. Unemployment Insurance (UI), support-
ed by employer contributions, provides weekly cash payments to unem-
ployed persons who are actively seeking work. Approximately 57,834
AFDC recipients also received Ul benefits in 1982-83. :

The amount of weekly Ul benefits paid to an unemployed person de-
pends upon the amount of earnings received by the claimant during a base
period of employment. The average Ul benefit received by AFDC cases
in .1982-83 ‘was $258 per month. Based on the average family size, the
average value per family member was $91.17..

Food Stamps. The purpose of the food stamp program is to ensure
that low-income households are able to obtain an adequate level of nutri-
tion b ;irovidin food stamps at no cost to elig‘ble households. For most
households, eligi%)ility for food stamps is-based on gross income and re-
sources available, For households with a member age 60 or over or receiv-
ing Title ‘IT disability payments, eligibility. is based on net income and
resources. available to. the household after allowable deductions. The
amount of food stamps awarded is based on net monthly income and
household size. Because their income is low,; most AFDC households quali-
fy for food stamps. In 198283, 1,164,923 persons receiving AFDC grants
also participated in the food stamp program. According to DSS, the aver-

.age cash value of food stamps used was $33.04 per individual AFDC recipi-
ent. . )

“AFDC Special Needs.  The Special Needs program provided aver-
age allowances of $55.00 to 23,822 AFDC families during 1982-83 for spe-
- cial needs such as prenatal nutrition.: The average value of benefits
provided was $19.43 per individual.

39277958
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Social Security. The retirement, survivors, -disability, and health in-
surance (RSDHI) program provides benefits to retired and disabled work-
ers and their dependents and to survivors of insured workers. It also .
provides health insurance benefits for persons age 65 and over and for the
disabled under age 65. According to statistics compiled by the Department
of Social Services, 10,773 AFDC families received RSDHI payments ave-
raging $216 per month during 1982-83, or an average of $76.33 per individ-
ual. RSDHI payments are counted as income for AFDC grant purposes.
As a result, individual AFDC grants are reduced by the amount of the
RSDHI payment. N

Child Care During Working Hours. Several different child care
Frograms may be available to AFDC recipients, depending on where they
ive: The Office of Child Development éOCD) in the State Department
of Education provides subsidies on behalf of children from AFDC families
to a network -of child care centers throughout the state. In 1982-83, an
estimated 31,391 AFDC children received subsidized child care in OCD-
supported centers, at an average cost of $128.67 per child per month.

Another child care resource available to AFDC families in 1982-83 was
the “income disregard” mechanism. Under this arrangement, individual
AFDC families select and pay for child care, and are then allowed to
deduct the cost of the care from net countable income for purposes of the
AFDC grant calculation. . )

-In 1982-83, approximately 7,639 families received child care through this
indirect subsidy mechanism. These families reduced their countable in-
come an average of $98 per month as a result. These child care deductions
are limited to a maximum of $160 per child. - ‘ :

Child Nutiition Programs. Low-income children, including those
from AFDC families, are eligible for free meals provided through schools
and child care agencies. Pubﬁlc schools must provide at least one such meal
per day for each needy pupil, at an estimated cost of $1.35 per meadl.
Approximately 35 percent of AFDC recipients are school age children.

Housing Programs. Several housing assistance programs are avail-
able to low- and moderate-income households. These households may
receive (1) subsidized shelter as tenants in public housing or (2) rental
assistance to help them afford to live in new or rehabilitated units owned
by public or private agencies. The availability of housing assistance, and
the income thresholds for eligibility, vary among the counties. It is estimat-
ed that in 198283, approximately 46,847 AFDC recipients resided in pub-
lic housing, and an additional 123,363 received rental assistance. - -

Low-Income Energy Assistance Program. During 1982-83, California
provided cash assistance to low-income households to help them pay the
cost of the energy they used. Categorical public assistance recipients, such
as AFDC households, are automatically eligible for this assistance, which
is not'considered in calculating the amount of a household’s cash grant.
During 1982-83, approximately 388,613 AFDC recipients received a cash

-grant under this program. The average annual fbene%t provided under the
Home Energy Assistance Program in 1982-83 was $162 per household, or
$57.24 per individual. These federal funds also provided an undetermined
number of AFDC recipients with (1) up to $300 in emergency help in
paying energy bills and (2) grants of up to $1,000 to weatherproof. the
recipients’ homes. : : : L

Other Income. In addition to the benefits described above, 13 per-
cent of AFDC recipients report other income in the form of child support
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payments, contributions from members of their household who do not
receive AFDC, their own earnings, and in-kind income. This other income
is available to the recipient in addition to the actual AFDC grant awarded
each month. The maximum AFDC grant may be reduced by some portion
of the other income received. ’ :

. Calculation of Average Benefits. Table 7 shows the average value
of benefits and other income received in 1982-83 by an individual residing
in a 3-person AFDC household. The averages are calculated in two ways.
The “Average Cash Value of Benefits Received” shows the average bene-
fit value per individual in those AFDC households that received the par-
ticular benefit. For example, among those AFDC households that received
food stamps, the average value of the coupons per individual was $33.04.
The “Value of Benefits Averaged Over All AFDC Recipients” gives the
average benefit value for all individuals in the AFDC program, including
both those who received the particular benefit and those who did not. As
a result, this measure of benefits per AFDC individual is less than the
average benefit received per participating individual. The average value
of benefits provided to a famili' of three was calculated by multiplying the
individual average benefit value by three. :

Difficulties in Calculating Benefits Received by AFDC Families.
The average benefit value provides the best available picture of the total.
benefits received by AFDC families. Like all averages, of course; it masks
what can be large differences among recipient families. Some families may
receive more benefits than the average; others may receive less than the
average. The average, however, provides a measure of the benefits pro-
vided to the hypothetical “average” AFDC household.

Several points must be kept in mind when reviewing the information
on average benefit values provided in Table 7.

o Not all recipients receive each of these benefits. Some programs
are geographically limited; others have long waiting lists; still others
have distinct eligizqility criteria that some AFDC recipients are unable
to meet.

o More than one-half of all AFDC families get less than the average
benefit value. This is because relatively few individuals receive
unemployment compensation, child care, or rental subsidies—each of
which provides relatively large benefits to those qualifying for them.
This skews the distribution of benefits, causing the median family

" benefit to be less than the average benefit.

o The average number of persons receiving a benefit understates the
number of persons who use the program over the year. Because
some recipients enroll for only a few months at a time, the program

: Erovides aid to more individuals in the state than the monthly average

- figure would imply. , ' .

o Not all AFDC cases contain three members. Under some benefits

rograms, (Unemployment Insurance, Social Security, LIHEAP),
arger families get the same benefit as smaller families.

Most AFDC Families Are Below the Poverty Line. Table 7 shows
that the majority of AFDC recipients rely on the AFDC grant and food
stamp allotrnent to meet their essential needs. A small group of recipients
receives earned income or other income. It is possible that the combina-
tion of the AFDC grant, food stamps, and other income could provide a
minimum standar(% of living for an AFDC family. Data from a recent
survey conducted by the DSS, however, shows that most AFDC families
have reported resources that put them below the poverty line.
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Table 7

Monthly Benefits and Resources Available to AFDC Recipients °
1982-83

Value of Overall
Average - Resource Average -
Recipients * Percent - Cash Value - Averaged  Times Three
Using of AFDC of Resource - Over All (Family

Resource . Resource He(.'ipientsb Received  Recipients of Three)
"AFDC Cash Grant ... 1,561,559 100.0% $149.18 $149.18 $447.54
Medi-Cal ®.........cccoeuencne 568,400 364 140.02 50.97 152.91
Unemployment Insurance 57,834 37 91.17 3.38 10.14
Food Stamps............ 1,164,923 74.6 33.4 24.65 73.95
AFDC Special Needs 67,416 43 1943 084 . 2.52
Social Security ........ 30,488 20 76.33 149 447
Child Care?...... 31,391 20 12867 2.59 hid
Child Nutrition € .....ccomimnnnnnns 549,669 35.2 19.69 6.93 20.79
Public Housingf .......ovverrrerins 46,847 30 40.00 1.20 3.60
Rental Subsidies © & 123,363 - 79 80.00 632 1896
Earned Income ...... . 87,399 5.6 104.59 5.85 1755
Other Income ™ ....vvvvorvvrrn 79551 5.1 4115 2.40 720
Average ‘Total Monthly Re-

SOUICES ovecseerorensermrssmmssnrereies . —_ — —_ $255.80 $767.40

Average Total Annual Re-

— — —_ $3,069.60 $9,208.80
388,613 249 $57.24 $14.25 $42.75

Average Total Aniual Re-
sources with LIHEAP ........ - —_ —_ $3,083.85 $9,251.55

8 SOURCES: Department of Social Services, Office of Economic Opportunity, Department of Health
Services, federal Departments of Housing and Urban Development and Health and Human Services,
State Department of Housing and Community Development.

Percentages do not add to 100 percent because some recipients utilized more than one benefit.
¢ Fee-for-service users only. Other Medi-Cal service categories, such as prepaid health plan, are paid for
. on a per capita basis. Data on the utilization of these fee-for-service categories by public assistance
recipients is not available.

4 Includes only subsidized child care provided through the Office of Child Developmenf in the State
Department of Education. '

¢ Based on $1.35 average meal value, one meal per 175 school days per year. .

f Based on 1981 federal study of percent of subsidized housing occupied by AFDC recipients.

8 Includes assistance under Sections 8-and 23 of the federal Housing and Urban Development Act and
. Farmer’s Home Administration’s Rental Assistance program.

f‘Includes contributions from absent parents and other persons in the households, and in-kind income.

! This amount is received in a lump sum rather than on a monthly basis.

Chart 3 shows the distribution of resources for a sample of AFDC fami-
lies in February 1982. The income for each family includes the AFDC
grant, the food stamp allotment (prorated in food stamp households that
include individuals besides the. AFDC family members), gross earnings,
cash contributions, and any other reported income (earned or unearned
income, Social Security, unemployment benefits, in-kind income, etc.).
The family’s income is calculated as a percent of the 1982 Census Bureau
. ‘poverty level for the appropriate-size family. ‘

The chart shows that most families have incomes below the poverty
level, and 35 percent had incomes at less than 80 percent of the povert{
level. A small group (4.8 percent) had incomes above the poverty level,
with one family in the sample having an income at 152 percent of the
poverty level. ‘ :
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It is not surprising that most AFDC families fall between 80 to 90 per-
cent of the poverty level. The AFDC grant alone provides resources which
equal 70 to 80 percent of the poverty level and when added to the food
stamps allotment, the combined value reaches 80 to 90 percent of the
poverty level. What is surprising is the large group (35 percent) with
income less than 90 percent of the poverty threshold. Most of these fami-
lies (about 60 percent) have only the AFDC grant as monthly income.
They received no food stamps and they had no earnings or other income.

Almost all families with incomes above the poverty level had earned
income. When expenses associated with working are deducted from the
family’s income, only 2.1 percent of AFDC families remain above the
poverty level. Most of these families are above the poverty line because
they qualify for the $30 and one-third earned income disregard, which
expires after four months. When this disregard expires for the families in
this sample, only 0.3 percent will be left above the poverty level.

~ Chart3

Most AFDC Families Are Below Poverty Level’
- February 1982 AFDC Survey ‘
Percent of .
AFDC Population
60%

504
40+
304
20

104

5

%" 141-160%

Percent of 1982 Poverty Leve!®
3 'source:. Depariment of Social Services. Income includes AFDC grant and, if applicable, food stamps, earned in-
come, social security, unemployment benefits, cash contributions, other cash income, and in-kind income.
Poverty Level based on 1982 Census Bureau figures.

This sample provides the best picture available of the resources avail-
able to AFDC families. However, the distribution of income for the AFDC
population in 1983-84 may differ from the distribution indicated by this
sample for the following reasons: -

» Major federal program changes, originall enacted in August 1981,

were in the grocess of being implemented during the sample month
- “(as-discusse below). Most families with earned income were still
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entitled to the $30 and one-third disregard, but would, in subsequent
months, become ineligible for the disregard. Thus, the current AFDC
caseload would be likely to have fewer families with incomes above
the poverty line. =

s The income in this table includes only cash and in-kind resources.
Some of the benefits listed in Table 7 are Medi-Cal, Low-Income
Home Energy Assistance payments, public housing and rental subsi-
dies, child care services, and child nutrition programs. Receipt of
benefits under any of these programs would decrease the demands on
the family’s cash resources for providing basic living needs.

EFFECfS' OF THE 1981 CHANGE IN AFDC RULES

In August 1981, Congress enacted the Omnibus Reconciliation Act of
1981 (PL 97-35) which made three important changes in the rules govern-
ing eligibility for and the calculation of AFDC benefits.

« First, the federal law provides that families with a gross income in
excess of 150 percent of the state’s AFDC need level (the Minimum
Basic Standard of Adequate Care) are ineligible for AFDC benefits.
In 1983-84, this limit in California is $789 per month for a family of

- three and $937 per month for a family of four.

o Second, the federal law limits the use of the $30 and one-third earned
income disregard to four months. Under prior law, when calculating

_the AFDC grant, an individual could receive a standard deduction of
$30 from gross income plus one-third of the remainder for an indefi-
nite period of time.

. Finaﬁy, the law specifies that the $30 and one-third disregard be
calculated after subtracting other income deductions (for example,
work-related expenses and child care expenses). Previously, the disre-
gard was a plieg before other deductions were made. Calculating the
one-third disregard last has the effect of reducing its value, thereby
reducing the grant for a family that qualifies for the disregard.

Some observers have maintained that these changes will have an ad-
verse impact on the likelihood that AFDC recipients will find and hold -
jobs. To assess the validity of this view, answers are needed to the following
questions: :

o First, will parents who are discontinued from receiving AFDC bene-
fits because their income exceeds the gross limit, reduce their earn-
ings in order to return to AFDC?P

« Second, will AFDC recipients with jobs reduce their earnings when
the $30 and one-third dri)sregard expires at the end of four months?

 Finally, will AFDC recipients without earnings be less likely to get
jobs under the new rules?

In order to obtain data that would help answer these questions, the
Department of Social Services (DS‘SL{ conducted a study of AFDC recipi-
ents before and after the federal rule changes were made in California.
The department identified a sample of cases with earned income in July
and October 1981 and then reviewed the status of these cases a year later,
after the AFDC rule changes were implemented. The DSS followed up on
cases in the same county as the 1981 case appeared, and reviewed cases

- transferred to another county. However, no attempt was made to ensure
that a family whose case was closed in one county did not reapply later
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in some other county. This may cause the estimate of cases closed in 1982
to be too high.

Do Familres Who Are Discontinued from AFDC Due to Excess Income
Return to-Aid? The department found that families who were discon-
tinued because their income exceeded the gross income limit were no
more likely toreturn to AFDC than those discontinued for other reasons.
Table 8 shows that 25 percent of families with earned income were discon-
tinued from AFDC due to the new gross income limit. Only. 14 percent
of these cases were back on AFDC a year later. A similar return rate (15
percent) was experienced in sample cases discontinued for reasons other
than the income limit changes. o

Table 8

AFDC Cases Discontinued Because of Excess Income
Remained Off Aid*

Discontinued Cises
Not Due to
v _ Due to Gross - Income Limit

Status in 1952 of Cases Closed in 1981 - ~ Income Limit Change

Cases remained closed ® : ; © 86% 85%
Cases reopened y : 4 15

Totals ; 100% 100%
Number of samples cases 97 87

Percent of total sample 25% 2%

® Source: Department of Social Services.
b Closed both July and October 1982.

Do AFDC Families Reduce Their Earnings When the Income Disregard
Expires? The DSS data suggest that some AFDC families may be less
likely to continue working after the income disregard expires. Table 9
compares the aid status in 1982 of two groups of cases that had earnings
before the new rules took effect. While both groups retained AFDC eligi-
bility under the new rules, the grants for the first group were reduced due
to expiration of the four-month eligibility for the income disregard. The
AFDC grants for the second group remained unchanged under the new
rules because they had little or no earnings when the rules actually took
effect. Compared to-the second group, the families that had used up their
four-month earned income disregard were more likely to be on aid a year
later (89 percent compared to 82 percent) and were Jess likely to have
earnings if they were on aid (16 percent compared to 50 percent).

Table 9

Status of AFDC Cases Not Discontinued
Due to 1981 Rule Changes

Grants Reduced Grants Not
i at end of Reduced at End
Status of Cases in 1952° ' Four Months of Four Months
Closed 11% 19%
Open with earnings 16 50
Open without earmnings : ) ) -3
Totals 100% 100%
Number of sample cases 81 117
Percent of total sample 21% 30%

2 Status in either July or October 1982.
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Will. AFDC Families -Choose .to Work? The DSS survey provided
no data that could help answer the third question: are nonworking AFDC
families more orless likely to seek and find employment under the current
AFDC income rules? Since these rules took effect, the share of AFDC
families with earned income has declined from nearly 19 percent in July
1981 to 5.6 percent in April 1983. Part of this decline is due to cases
disc‘ontinuecf) as a result of the ‘gross income limit, and part is due to
increases in unemployment. If the percentahgle of recipients with earned
income continues to decline, however, it would suggest that fewer AFDC
families choose to work. , , _

One reason to anticipate that fewer families will choose to work is that
under some circumstances, a working AFDC family will have less income
available to meet its needs than a nonworking AFDC family. For example,
Chart 4 shows that as of December 1983, the nonworking AFDC family of
three could receive $629 per month from AFDC grants, food stamps, and
the state renter’s tax credit. If the parent took a job paying a gross income
between $783 and $1,225 per month, the working family would actually
have less money left, after job expenses are paid, than the family that did
not work. This is because a family with gross earnings of more than $783
per month exceeds the AFDC income limits and becomes ineligible for

Chart4 ’
Available Income if an AFDC-FG Parent Takes a Job®
availanie (First Four Months Only) ' " ‘

Income .
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/ Working Family®
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] T I 1 ! | T
$200 $400 $600 $800 $1,000 - $1,200 $1,400
Gross Monthly Earnings
2 Assumes one parent and two children. .
Includes AFDC grant {if eligible), renter's credit, federal earned income tax credit, and earnings, less child care

expenses, other work expenses, and taxes. (Child care costs assumed to equal one-third of earnings to a max-
imum of $160 per child per month.)
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aid. (The actual AFDC limit for a family of three is $789; this can be met
with gross earnings of $783 plus federal earned income credit which is
about $6 per month at this income level.). The chart does not show avail-
able income after four months, when the family no longer qualifies for the
earned income disregard. After the income disregard expires, the working
family’s available income is less than that for a nonworking AFDC family
for a much. wider range of gross income levels (from: $261 to $1,225).

.- "-Some working families have more available income than shown in Chart

4 because -they have been able to find child care at a cost less than that
assumed in the chart. Chart 5 compares the available incomeof two AFDC
families; both eligible for the $30 and one-third disregard. One family has
“high’ child care expenses (one-third of income up to a maximum:of $160
per child per mon)g)l). The other family has lower child care expenses
(one-sixth of income up to a maximum of $100 per child per month). The
chart shows that paying less for child care means more income available
to pay for the family’s other needs. In addition, if child care expenses are
low, a working parent’s available income falls below the income of the
nonworking AFDC parent over a much narrower range of monthly earn-
ings than if child care expenses are high.

Chart5s . o
- Available Income for an AFDC-FG Parent Who Takes a Job?
With High and Low Child Care Costs B
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Reducing the Loss of Income for Working Families

The potential loss of income faced by AFDC parents who cannot find
low-cost child care may deter some AFDC families from taking jobs pay-
ing more than the gross income limits for AFDC or food stamps. There are
three ways to reduce these potential disincentives to work. All seek to
narrow the range of monthly earning levels where available income for
a working family is less than what a nonworking AFDC family receives.

1.- Increase Availability of Low-Cost Child Care. One way of reduc-
ing the loss of income for working AFDC families is to increase the availa-
bility of low-cost child care. As Chart 5 shows, lowering the’ cost of child
care increases the amount of earnings available to working families over
‘all ranges of income and almost eliminates those points at which available
income is less than a nonworking family’s income. To the extent that child
care spaces are available when needed, child care provided through the
})ep’i).rtment of Education provides low cost child care for non-AFDC

amilies. ‘ : :

2. Increase Tax Credits to Low-Income Families. Another way to
reduce the loss of income for working AFDC families is to increase tax
credits to low-income families. State and federal taxes determine, in part,
the amount of income available to a family that works. The less a family
has to pay in taxes, the less it has to earn to achieve the same income as
a nonworking AFDC family. To increase the amount of income available
to a family with earnings, in the ranges considered here, however, would
require increases in refundable credits for low-income families similar to
the federal Earned Income Tax Credit. This is because existing tax credits
available to low income families more than offset state tax liability for most
of the incomes assumed here. v

3. Increase the AFDC Need Level (that is, the Minimum Basic Standard
. of Adequate Care). Another way to reduce the loss of income for
"AFDC families that take jobs is to increase the AFDC need level. Increas-
ing the MBSAC does not affect the size of AFDC grants and thus does not
affect grant payments to most recipients. It increases the amount that an
AFDC family can earn and still qualify for AFDC. This would, however,
add to AFDC caseloads families that receive relatively small grants and,
in turn, increase Medi-Cal caseloads. But it would also narrow the range
of incomes where the nonworking family loses money if the parent ac-
cepts a job. . -

AFDC-FOSTER CARE PROGRAM

The Aid to Families with Dependent Children-Foster Care (AFDC-FC)
program pays for the care provided to children by guardians, foster par-
ents, and foster care groupiomes. Children may be placed in foster care
in one of three ways: - : o

o Court Order. A juvenile court may place a child in foster care if

the child (1) has been abused, abandoned, or neglected and (2) can-
not be safely returned home—such children are referred to as de-
pendents of the court. In addition, a court can place a child in foster
care if the child is beyond the control of his or her parent(s) or
guardian (s)—such children are referred to as wards of the court. In
addition, probate courts may place children in guardianship arrange-
ments for a variety of reasons.
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o Voluntary Agreement. County welfare or probation departments
may place a child in foster care pursuant to a voluntary agreement
between the department and the child’s parent(s) or guardians(s).

o Relinquishment, Children who have been relinquished for adop-
tion may be placed in foster care by an adoption agency pending their
adoption. ' .

. Chart 6 shows the percentage of children in foster care that fall into each
of these categories. .

Chart 6 ‘
Placement Status of Children in Foster Care

Dependents 81.8%

Relinquished 1.2%

~ Voluntaries 2.6 %

" Guardians 3.9%

Wards 10.5%

Source: DSS, Foster Care Information System, March 1983

Budget Proposal

The 198485 budget proposes total expenditures of $231,068,000 for the
AFDC-FC program, including $4,590,000 for a proposed 2 percent cost-of-:
living increase. Of the total amount proposed, $168,621,000. is from the

. General Fund, $54,354,000 is from federal funds, and $8,093,000 is from
county funds. .

The costs of the Foster Care program are shared by the three levels of
government. The cost of care for children who are eligible under the
federal Foster Care program is shared by the federal government (50
percent), the state (47.5 percent), and the counties (2.5 percent). The
costs of care for children who qualify for the State-Only Foster Care
program are shared 95 percent by the State and 5 percent by the counties.
The Department of Social Services (DSS) estimates that 58 percent of all
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children in foster care are eligible for the federal Foster Care program,
while the remaining 42 percent are eligible only for the state Foster Care
program. . :

Children qualify for the federal Foster Care program if (1) they are
placed in care pursuant to a court order, (2) they have been removed
from homes that qualify for AFDC grants, and (3) they are not receiving
care from a for-profit group home. State-only foster care is available to
children regardless of their placernent status, except that children placed
voluntarily in foster care are eligible for the state program for only six
months. In order for a child to be eligible for the state-only program, his
or her family need not be eligible to receive AFDC grants. The child,
however, must meet certain AFDC eligibility requirements.

Expenditures for Foster Care Have Been Stable for Several Years

Chart 7 displays the expenditures for the foster care program over the
last several years. As the chart shows, the costs of this program have
remained relatively stable in recent years. Our analysis indicates that this
is due to three factors:

1. Stable Caseloads. The budget assumes there will be 28,780 chil-
dren in-foster care in 1984-85, This is an increase of 480 children, or less.
than 2 percent over caseloads in 1981-82. ' '

Chart7 - ' - ] :
Foster Care Costs Have Been Stable for Several Years -
- (in millions) ~ :
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2. Stable Mix of Group Home and Family Home Placements. The
tygs of home in which a child'is placed can significantly affect the costs
of his or her care. This is because group homes receive substantially higher
rates of reizmbursement than foster family homes. For example, in April
1983, the average monthly cost of group home care was $1,523, while the
average cost of foster family home care was $364. Obviously, a substantial
shift of children out of group homes and into foster family homes would
résult in significant reductions in the total costs of the Foster Care pro-
‘gram. Conversely, a shift in the opposite direction would increase pro-
gram costs. In recent years, the percentage of children in foster care who
reside in group homes has grown only slightly—from 22.8 percent in
January 1981 to 23.5 percent in April 1983. : : ,
3. Limits on Foster Care Rate Increases. Prior to 1977-78, counties
paid the major share of the nonfederal costs of foster care. In addition,
each county established its own rates of reimbursement for foster parents
and group homes. During 1978-79, the state, through the enactment of Ch
297/78 (SB 154) (a) assumed 95 percent of the nonfederal costs of foster
care and (b) limited rate increases to the percentage cost-of-living in-
creases granted by the Legislature. These provisions were extended by Ch
282/79 (AB 8). As a result of this ceiling, rates paid to foster care providers
increased 9.2 percent in 1981-82, zero in 1982-83, and 4 percent in 1983-84.

Recent Législciion May Affect Foster Care Costs During the Next Several
Years : : :

Two pieces of legislation which were recently enacted may affect the
costs of the Foster Care program during the next several years. Specifi-
cally, Ch 978/82 (SB 14) made significant changes in child welfare services -
that may reduce foster care caseloads. In addition, Ch 977/82 (AB 2695)
. changed the way in which the government sets the rates of reimburse-

ment for foster care providers. We discuss the potential effects of each

measure below. ’ : : :

Changes in Child Welfare Services made by SB 14 May Reduce Foster

Care Caseloads and Percentage of Group Home Placements. Senate
Bill 14 created the emergency response, family reunification, family main-
tenance, and permanent placement service programs. These new service
_programs are intended, in. part, to: : T v .
" e Reduce the number of new placements in foster care by providing
services to keep abused and neglected children safely in their homes

" (emergency response and family maintenance); -

« Increase the number of discontinued foster care cases by providing -
services to réunite dependent children with their parents (family
reunification); and . ‘ : . ‘

o Increase the number of discontinued foster care cases by providing
for the - early development of a permanent plan for children who

" cannot be safely reunited with their families, with first consideration

v being given to adoption (permanent planning). ' '
In addition, SB 14 requires the courts to seek the least restrictive, most
family-like setting when placing children in foster care. This provision
may result in a reduced percentage of foster care children being placed
in ‘group homes and an increased percentage being. placed in family
homes. Because family home care is much less expensive than group home
care, this provision of SB 14 could reduce foster care expenditures. -
The .extent to which SB 14 will reduce the costs of the Foster Care
program depends on the success of county welfare departments in imple-
menting its reforms.
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Assembly Bill 2695 Changed the Way the Government Sets Foster Care
Rates. AB 2695 made two major changes with respect to foster care
rates. Specifically, it provides for: ' '

1. Equalization of Foster Family Home Rates. Prior to the enact-
ment of AB 2695, rate increases for foster family homes were limited to
the percentage cost-of-living adjustments (COLA) provided by the Legis-
lature. Because the rates paid by counties to family homes varied widely,
the imposition of the COLA ceiling served to perpetuate these variations.
AB 2695 provides for a gradual equalization of foster family home rates
among counties. Specifically, it establishes a uniform statewide basic rate.
In addition, it provides that (a) homes whose rates are above the basic rate
will receive a rate increase that is Jess than the percentage COLA pro-
vided by the Legislature for the AFDC program, and (b) homes whose
rates are below the basic rate will receive percentage increases that ex-
ceed the COLA provided by the Legislature. Over a period of years, this
will result in all foster family homes in the state receiving the same basic
rate. Moreover, it will allow the Legislature to continue to exert control
over increases in the costs of foster family care. R

2. Group Home Rate Setting. Prior to enactment of AB 2695, rate
increases for group homes were subject to the same COLA ceiling as foster
family homes. As a result, the pre-existing variations among counties were
perpetuated here, as well. Under AB 2695, group home rates will be
‘established by a controlled, cost-based rate setting system. This rate set-
ting system consists of two components:

e Cost-Based Rates. The measure requires the DSS to annually es-
tablish cost-based rates beginning in 1983-84. These rates must reflect
the actual expenditures og each group home, on a per child basis, in
the base year (in most cases, the most recent calendar year for which

-expenditure data are available). These cost-based rates are nof the
rates that group homes will be paid. Instead, they are intended to
serve as a benchmark of each facility’s need. ,

e Rate Control Plan. The measure also requires the DSS to annual-
ly develop and submit to the Legislature, beginning in 1983-84, a rate
control plan for the subsequent fiscal year. The measure provides that
beginning in 1984-85, group home rates will be set according to the
rate control plan. AB 2695 did not specify the factors which the de-
partment should consider in developing a rate control plan, It clearly
anticipated, however, that the rates established under the plan should
bear some relationship to the cost-based rates establishedp by the de-
partment. ’

Under this two-part rate setting system, each facility’s reimbursement
rate will be based on its funding need, as reflected in its cost-based rate,
but the reimbursement rate will be limited by the rate control plan in
order to ensure that the total costs of group home foster care are kept
within the amounts the Legislature is willing to pay.

The fiscal significance of the rate control plan is illustrated by the fact
that the cost-based rates set by the department for 155 group homes
during the current year are 21 percent higher, on average, than the rates
that currently are paid to these group homes. Thus, in the absence of a rate
control plan or a COLA ceiling, the cost of the care provided by these
homes would increase by 21 percent in 1984-85.
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Concérns Regarding implemenfcﬁbn of AB 2695 - -

We recommend that, prior to the budget hearings, the department re-
port to the fiscal committees on the details of its proposed rate control
plan for 1984-85. We further recommend that the department provide the
fiscal committees with its timetable for developing a rate control plan that
Is Igﬁsed on cost-based rates rather than on a simple extension of the COLA
ceiling, . , :

Department Has Prepared Draft Regulations to Extend the COLA Ceil-
ing on Group Home Rates for 1954-85.  The department’s preliminary
rate control plan for 198485 is essentially an extension with slight modifi-
cations of the COLA ceiling that has been in effect since 1977-78. This plan
is contained in draft regulations prepared by the department.- Although
we have not had an opportunity to review the draft regulations in detail,
we understand, that under this plan, (1) group homes whose rates were
below the median rate in 1983-84 will receive an increase of more than

_ the COLA increase provided in the budget for 1984-85 and (2) group
homes whose 1983-84 rates were above the median will receive an in-
crease of less than the COLA provided in the budget. Thus, the plan would
base rate increases for 198485 on the median 1983-84 rate without regard
to a facility’s  actual cost-based rate. » :

We have two concerns regarding the department’s draft regulations:

o Extension of the COLA Ceiling Will Not solve the Problem that
Resulted in the Enactment of the Group Home Rate-Setting Provi-
sions of AB 2695, One of the purposes of AB 2695 was to reduce
the variation in the rates at which similar group homes are reim-
bursed for the foster care services they provided. The controlled
cost-based rate setting system provided in AB 2695 was designed to
ensure that the rate at which group homes were reimbursed would
reflect the costs of the services provided by each home, while main-

- taining the Legislature’s control over AFDC-FC program costs. The

.draft regulations would not accomplish this purpose. Instead, they
would merely extend the COLA ceiling, wit s]Li) ht modifications,
into 1984—85. While a control systern of this sort wil/ allow the Legisla-
ture to- continue to exert control over total program costs, it does
-nothing to reduce the rate disparities that AB 2695 was designed to
eliminate. - : , SRR

o Draft Regulations are Subject to Change as a Result of Public Hear-
‘fngs. A public hearing is scheduled for February 29, 1984; on the

- draft regulations. It is impossible to predict what portion, if any, of the
draft regulations will be modified as a result of the hearings. There-
fore, it would be premature to assume that the department’s final rate
control plan will be identical to that reflected in the draft regulations.

We believe that the fiscal committees need to know what the rate
control plan for 1984-85 will be so that they can determine the appropriate
level of funding for the AFDC-FC program. This is because tﬁe costs of
the program in 1984-85 will depend, to a great extent, on the exact nature
of the rate control plan. For this reason, we recommend that, prior to
budget hearings, the department report to the fiscal committees on the
details of its proposed rate control plan for 1984-85. We further recom-
mend that the department advise the fiscal committees of its timetable
and specific plans for developing a permanent rate control plan based on
cost-based rates, rather than a simple COLA ceiling.
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CHILD SUPPORT ENFORCEMENT

The Child Support Enforcement program is a revenue- producm pro-
gram administered by the county district attorneys’ offices. Through this
program, the district attorneys locate absent parents, establish paternity,
and obtain and enforce court-ordered.child support payments. This serv-
ice is available to welfare recipients and nonwelfare families.

Child support payments collected on behalf of AFDC recipients are
used to reduce state, county, and federal welfare costs. Collections made
on behalf of nonwelfare clients are distributed directly to the client. Chart
8 shows collections on behalf of AFDC families from two sources: collec-
tions obtained directly from parents and collections through attachment
of state and federal income tax refunds. ‘

Chart8
AFDC Child Support Collectnons Increase Pro;ected
1976-77 through 1984-85

Dollars
(In Millions) :
0—1 Tax Refund
Intercepts
18 AFDC Base
Collections

- 160+

140

76-77 77-78 . 78-79 79-80  80-81 8i-82 _. 82-83 é3-84 84-85
3 SOURCE: ‘Department of Social Services- i ) : i (Est.)  (Prop.)

Projected Child Support Collections are Overestimated
We witlihold recommendation on estimated net savings of $63,199,000
to the General Fund anticipated from child support collections, pending
receipt of revised expenditures estimate in May. :
The budget estimates that child support collections in 1984—85 will reach
$167,436,000 (all funds), an increase of 9.6 percent over estimated collec-
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tions for 1983-84. These collections will reduce the costs of the AFDC
program paid by the state, local and federal government. Part of the
growth is due to increased collections resulting from a new program that
attaches up to 25 percent of unemployment benefits paid to parents with

“unpaid child support obligations. In addition, collections, excluding those
due to tax refung and UT i'nterce'?t programs, are ‘expected to increase 5
percent above estimated base collections in 1983-84. :

- Our analysis indicates that DSS’ estimates of child support collections for
1983-84 and '1984-853 may be unrealistic. The department did not base its
estimate of collections for 1983-84 on actual collections in 1982-83. Instead,
the department estimated the 1983-84 collections by applying a 5 percent
annual increase to actual collections in 1981-82. However, the actual rate
of growth between 1981-82 and 1982-83 was only. 1.7 percent: Consequent-
ly, the deg1 rtment’s estimate for 1984-85 (1) begins with a base level that
is too high and (2) assumes a growth rate—5 percent—which is three
times the rate actually realized in the last year for which data is available.
" It is not surprising that collections grew by only 1.7 percent between
1981-82 and 1982-83. Several factors help explain this slow rate of growth
in base collections, and the effects of these factors probably will continue
to be felt in 1984-85. ;

o The 1981 federal law changes in AFDC eligibility have reduced case-
" loads and, in turn, resulted in decreased AFDC child support collec-
tions. These decreases were not fully reflected in the department’s
estimates for 1984-85. " o i e
« Increased collections through income tax refund intercept programs
have been dccompanied by decreases in base collections. In part, this

is due to a shift of staff resources to the intercept functions.

On the other hand; one factor may tend to increase collections in the
coming years. Los Angeles County, which accounts for about 20 percent
of statewide: collections, projects large increases in base collections durin

.1983-84—the first time in several years that it has done so. e

For these reasons, we are not able to document the validity of the
estimate for child support collections in the budget year. Accordingly, we
withhold recommendation on estimated net savings of $63,199,000 to the
General Fund due to child support collections, pending receipt of revised
expenditure estimates in May. By then, we will have more information on
actual.collection experience, which will provide a more reliable basis on .

_\Svshich to estimate collections and resulting incentive payments for 1984-

Delays in Payment of Incentives to Counties ‘
.. - We recormmend that, prior to the budgetl hearings; the department re-
port to the Legislature on its progress in reducing the backlog of county
claims for ehild support incentive payments. , '
California and the federal government provide incentive payments to
counties to- encourage efforts aimed at collecting child support owed to
AFDC families. The federal incentive payment equals 12 percent of total
.- AFDC-related collections, and the state provides an additional 7.5 percent
incentive. These incentive payments increase the share of child support
collections that the county can keep. Without the incentives, the county
would retain only 5.4 percent of AFDC-related collections (the county’s
share of AFDC payments).- With the incentive payments, counties can
keep a total of 24.9 percent of the AFDC-related collections. ‘
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During 1982-83, the backlog of unprocessed county claims for incentive
payments grew.. In that year, a totaf) of $31,324,000 was due to be paid to
counties as child support incentives. Assuming a steady flow of claims and
payments, we would ex]il ct the DSS to make $2.6 million in anments to
the counties each month. Between January and June 1983, however, in-
centive payments to counties averaged only $1.5 million per month, result-
ing in increases to the backlog averaging $1.1 million per month.

The DSS reports that it has taken several steps to alleviate the backlog
in-incentive cgims processing. These include (1) temporarily redirecting:
staff and increasing overtime, (2) securing exemptions to the hiring freeze
in order to fill vacancies, and (3) focusing processing efforts on the largest
claims. As a result of these changes, payments of incentives increased
during October, November, and December 1983. The DSS expects the
backlog of the largest claims to be eliminated by May 1984. The DSS
‘advises, however, that the backlog began to develop when the unit was
Cfully staffed, and thus, if staffing levels remain constant, procedural
ghanges will still be necesssary to prevent backlogs from developing in the
uture. ’

Delays in providing incentive payments to the counties may work at
cross purposes to the thrust of the program: to encourage adequate county
staffing for child support enforcement activities. Therefore, we recom-
mend that, prior to the budget hearings, the department report to the
fiscal committees on the progress it has - made in reducing the backlog of
unprocessed incentive payment claims submitted by the ‘counties.

- BUDGET ISSUES.

Federal Supplemental Compensuﬁon Benefits Extended v :

We. recommend a reduction of $12,832,000 (85,742,000 from Item 5'180- .
101-001 and $7,090,000 from Item 5180-101-866)  to reflect the extension of
Federal Supplemental Compensation benefits.

. In September 1983, Congress enacted PL 98-92, which extended until
March 1985 provisions of the Federal Supplemental Compensation (FSC)
Act. Under this-act, the federal government provides an additional 8 to 12
weeks of unemgloyment’ compensation benefits to workers -who:have
exhausted their ‘basic 26 weeks of benefits. According to the Employment
‘Development Department, California is now providing 12 additional
weeks of payments, but the number of weeks of additional benefits could
decrease to 8 weeks depending on the state’s unemployment rate.

At the time the DSS prepared the 1984-85 budget estimates for the
AFDC program, the FSC was due to terminate at‘the end of September-
1983. The department’s estimate for the AFDC prograin ‘assumed that
termination of F'SC benefits would occur, and its estimates of AFDC grant
‘costs. were increased to reflect the loss of these benefits. G

The extension of FSC will bring about a reduction in AFDC costs in
1983-84, as well as in 1984-85. It will do so for two reasons: (1) families will
- submit applications for AFDC at a later date because they can rely on
unemployment benefits for two to three added months and (2) those
AFDC families that receive unemployment benefits will receive a smaller
grant. o . : L '

The DSS estimates that as a result of extending the FSC benefits through
March 1985, AFDC grant expenditures in 1983-84 will be $6.8 million less
than originally estimated ($2.9 million General Fund, $3.6 million federal
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funds, and $0.3 million county funds). In addition, AFDC grant expendi-
tures in 198485 from state and federal funds will be $12.7 million less than
proposed in the budget ($5.7 million General Fund and $7.0 million fed-
eral funds) and expenditures from-county funds will be $0.6 million less.
The decreased AFDC grant costs will also result in a $143,000 reduction
($64,000 General Fund, $71,000 federal funds, and $8,000 county funds) to
provide the AFDC cost of living adjustment proposed by the budget. We
recommend that the appropriations for AFDC grants be reduced to re-
flect the savings expected »(fue to the extension of FSC.,

In addition, as a result of the FSC extension there will be savings in
administrative costs due to reduced caseloads. We have included a related

recommendation under Item 5180-141-001, county administration of wel-

fare programs, to reflect these savings.

Asset Clearance Match Demonstration S ,
We recommend a reduction of $741,000 ($350,000 in Item 5150-101-001

and $391,000 in Item 5180-101-866) to reflect grant savings expected to

result from increased fraud investigative staff recommended in Items 5150-
141-001 and 5180-141-866.

Chapter 703, Statutes of 1981 (SB 620), authorizes a,fouficounty demon-

stration project in which welfare and Franchise Tax Board (FTB) records
are matched to determine if any welfare recipients earned more than $30
in interest or dividends in any year. Because both AFDC and Food Stamp
programs inelude eligibility rules that put limits on the assets a family ma
retain-and still qualify for assistance, the matching of FTB records wit
~ welfare records provides a means for reducing program costs by identify-

ing recipients with assets that may have exceeded the limit. Matches are

referred to county investigative staff to determine whether any aid was
fraudulently received. :

Actual workload due to the matches has exceeded original estimates. As
a result, current fraud investigator staffing is not sufficient to. review all
cases that warrant investigation. Based on our réview, we conclude that
increased staffing will result in AFDC grant savings by (1) detecting and
collecting overpayments and (2) identifying families that currently re-
ceive aid who are ineligible because they do not meet the assets test. We,
therefore, have recommended an augmentation to county administration
of welfare programs, Items 5180-141-001 and 5180-141-866, to permit an
increase in investigator staffing. In order to reflect the savings expected
from additional investigations, we recommend a reduction of $741,000 in
AFDC grant expenditures from this item. ($350,000 in General Fund costs

and $391,000 in federal funds).
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V ‘Department of Social Services
.. STATE SUPPLEMENTARY PAYMENT PROGRAM FOR THE
AGED, BLIND, AND DISABLED

" Item 5180-111 from the General
Fund and Social Welfare Fed-

eral Fund .  Budget p. HW 172
Requested 1984-85 ........... i siasbissinensdesiess s o $1,101,124,000 *
Estimated 1983-84.... ....1,097,386,000
ACHUAL 1982-83 .....ovooeovvesioe s ssccssseensessessessssssmssssiessissssesssssesssssonin 1,140,480,000

Requested increase
$3,738,000 (0.3 gercent)
Total recommended reduction ........cvinrinsiosssrresssssiranen. None

2 This-amount includes $35,297,000 proposed in Item 5180-181-001 (a) for cost-of-living increases.

1984-85 FUNDING BY ITEM AND SOURCE

" Item Descnptlon . ' Fund v ‘ Amount
5180-111-001—-Payments to Aged, Bhnd and Dis- General 7 $1,065,827,000
abled E
5180-111-866—Payments to Aged Blind, and Dis- Federal S (8,551,000)
. abled—Refugees. . : R .
5180-181-001 (a)—Payments to Aged, Bllnd and : General : - 35,297,000
. - Disabled COLA . : o :
5180-181-866 (¢) —Payments to Aged Blind, and : Federal - - © - (204,000)
Disabled COLA—Refugees - - : : '

Total . ’ R T 81101,124,000

'GENERAL PROGRAM STATEMENT

. The Supplemental Security Income/State Su plementary Payment
SSI/SSP) program provides cash assistance to e igible aged, blind, and
isabled persons. Eh ibility for the SSI/SSP program is determined on the
" basis of an elderly, blind, or disabled applicant’s income and resources.

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: ennrely from the state’s General Fund. In California,
the SSI/SSP program is administered by the federal government through
local Social Security Administration (SSA) offices.

During the current year, an estimated 648,112 persons w1l] receive as- -
sistance each month under this program

» OVERVIEW OF THE BUDGET REQUEST

Currenl—Year Surplus

~ The budget estimates that General Fund expenditures for the SSI/SSP
- program in the current year will be $14,316,000 less than the amount

E dgeted. The reduced expenditure level reflects lower-than-anticipated
- caseloads, partlally offset by higher-than-anticipated average monthly
grants.

Lower Caseloads. The 1983 Budget ‘Act assumed that during 1983-
84, an average of 654,850 persons per month would receive SSI/SSP bene-
~fits. The department’s most recent estimate of the monthly caseload for

1983-84 is 648,112 persons orl percent less than the projected caseload.




Table 1

Total Expendltures for the SSI/SSP Program
.- By Category of ‘Recipient
5 1982—83 through'1984-85 °
{in I'I‘“"IOI'IS)

Actual 1982-83. o Eetimated 1983-84 S Proposed 1984-85"

Category of Heclpzent State Federal .- - Total - State Federal Total - .. - State Federal Total
$439.9 $2576- - $6975 " $406.4 $272.0 $6784 $400.2 $271.8 $672.0

2405 28.0 686 . 402° 8Ll T3 408 323 732

' 660.1 6586 13186 . 6508 7383 1,389.1 660.1 742 1,4342

= @@ - @) 96) - @ (2.1)

O (133) L (23.0) C164) L (258) T (429) (22.6) (366) - (592)

$1,14o.5 $9442 - . $20847 . §10974 . $10414-  $21388 - S$LI0LL $1,0783 - $21794

2 Numbers may not.add to totals due to roundmg; =
b Includes 2.0 percent COLA. .~ :

081¢ wolf
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Higher Average Grants. The 1983 Budget Act anticipated average
monthly SSP grant costs of $272 during 1983-84. The department’s most
recent estimate, however, is that the average monthly grant will be $275,
or 1.1 percent higher than originally anticipated.

Our review of the current-year estimate of expenditures indicates that
it is reasonable. This estimate is subject to change during the May revision
of expenditures.

Budget Year Proposal

The budget proposes an appropriation of $1,101,124,000 from the Gen-
eral Fund for the state’s share of the SSI/SSP program in 1984-85. This is
an increase of $3,738,000, or 0.3 percent, above estimated current-year
expenditures. Federal expenditures of $1,078,278,000 are proposed for the
SSI portion of the grants in 1984-85, an increase of $36,888,000, or 3.5
percent, over estimated current-year expenditures.

Table 1 shows total expenditures for 1982-83 through 1984-85, by fund-
ing source, for each of the three categories of recipients. Included within
the amounts identified in the table are SSI/SSP payments to refugees.

Proposed General Fund Expenditures

Table 2 identifies the components of the $3,738,000 net increase in Gen-
eral Fund expenditures proposed for the SSP program in 1984-85. This
amount reflects $71,279,000 in increased expenditures, partiallf}; offset by
$67,541,000 in decreased expenditures. The decreases result from (1) a
decline in basic caseload ($6,367,000), (2) anticipated increases in recipi-
ent’s unearned income ($22,929,000), and (3) increased federal funds
available to provide a cost-of-living adjustment (COLA) for SSI/SSP
grants ($38,245,000). The increased expenditures are due primarily to:

+ The full year cost of funding the 3.5 percent COLA provided in Janu-

ary 1984 ($21,729,000);

¢ Reduced reimbursements from the federal government on account of

errors made by the state in administering the SSI/SSP program ($6,-
938,000);

o Anticipated increases in grant costs resulting from various changes to

the disability review process ($7,300,000); and

« The General Fund cost of providing a 2 percent COLA ($35,297,000)

on January 1, 1985.

Table 2
: SSI/SSP
Proposed General Fund Budget Changes
© 1984-85
{in thousands)
Amount ’ Total
1983-84 Expenditures (Revised) $1,097,386
1. Baseline Adjustments
a. Basic caseload decrease —$6,367
b. Cost-of-living increase (1/1/85)
(1) Federal funds available —38,245

(2) Total General Fund cost 35,297
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c. Reduced grant costs due to increased recipient unearned in-

come (1/1/85) —22,929
d. Full-year cost of 1/1/84 COLA 21,729 :
Subtotals ..., ; oo —$10,515
2. Program Changes ) : )
a. Federal reimbursement for errors....... $6,938
b. Court case o 3,360
¢. Reductionsin disability reviews , 3931 -
.--d. Other....... ; _ . .15 :
Subtotals : rvesnsisemsssrssed : $14,253
1984-85 Expenditures (Proposed) ) $1,101,124
Change from 1983-84: . . .
Amount ) $3,738

Percent , , v : : 0.3%

ANALYSIS AND RECOMMENDATIONS
We recommend approval,

CASELOAD TRENDS ,

While the SSI/SSP program is often thought of as primarily supporting
aged individuals, the disabled are, in fact, the largest category of recipi-
ents, accounting for 57 f)ercent of the projected average monthly caseload
and 66 percent of total grant costs in 1984-85. The DSS projects that an
average of 645,113 persons-will receive assistance under tﬁe.SSI/ SSP pro-
gram each month in 1984-85. As Table 3 shows, this is 2,999 persons, or 0.5
percent, less than the monthly caseload estimate for'1983-84. This reduc-
tion in the average monthly caseload results from a significant decline in
the aged caseload, partially offset by relatively small increases in the blind
and disabled caseloads. R ' [

~ Table 3 .
Average Monthly Caseload
- SSI/SSPProgram -
o *1983-84 through 1984-85
Category S 198384 . 198485

of Eligibility R  Estimated ' Projected ~ Percent Change
Aged ' - s e 264055 - . - 958000 .. -23%
Blind ' o 18937 18,380 08
Disabled . 365,820 . - 368,733 _ 08 ;
~ Totals Ce8l2. 645113 o =05%

The department’s projection of the aged caseload in 1984-85 is consist-
ent with the long-term decline in the number of aged persons applying
for and receiving benefits under the SSI/SSP:program. One major reason
for the declining aged caseload is that individuals currently reaching age
65 have spent a significant portion of their working lives paying into the
social security system and private pension funds. Thus, when these in-
dividuals retire, they may have significant income and resources at their
disposal. To the extent that their resources are greater than the SSI/SSP
grant, these individuals do not qualify for payments under the SSI/SSP
program. ; ’ Lo,

In contrast to the decline in the aged caseload, the DSS projects that.
both the blind and disabled caseloads will increase by 0.8 percent between
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the current year and the budget year. Specifically, the DSS projects that:

« The slight growth trend in the blind caseload will continue through-
out 1983-84, at which point the caseload will level off at 18,380 recipi-
ents per month during the budget year.

o The court’s decision in Lopez v. Heckler will reduce by 144 persons
each month the number of disabled individuals who are terminated
from the SSI/SSP program. This is because the court decision prohib-
its termintion of disabled individuals from the program without proof
of medical improvement in their condition.

" o The federal Social Security Administration’s decision to require 31
percent fewer disability reviews of SSI/SSP recipients in California
during 1983-84, and 1984-85 will result in 133 fewer persons each
month be1ng terminated from the program

JUDICIAL CHANGES

Lopez v. Heckler—Disability Review Process

Disabled SSI/SSP recipients are reviewed periodically in order to deter-
mine whether they continue to qualify for benefits based on their type and
degree of disability. In 1982, the federal government made various
changes in the procedures for deterrmmng whether a disabled recipient
continues to qualify for the SSI/SSP program. A U.S. district court, howev- -

~..’er, has ruled in Lopez v. Heckler that recipients may not be terminated

from the SSI/SSP program as-a result of using the revised procedures.
. Specifically, the court ruled that (1) disability reviews must demon-
strate medical improvement by a recipient in order to terminate benefits
and (2)-all disabled cases previously.terminated as a result of applying a
definition of disability which did not demonstrate medical improvement
‘must be reinstated and receive retroactive benefits. Upon appeal, the U.S.
Supreme Court stayed the requirement to reinstate previously terminat-
ed . cases, pending a final decision on the case. At the same time, the
Supreme Court upheld the lower court’s decision that medical improve-
" ment is a necessary prerequisite to termination of benefits.

The Department of Social Servicés estimates that terminations due to
disability reviews will fall to 25 percent of the cases reviewed. Previously,
41 percent of the disability cases reviewed were terminated. The depart-

_ment estimates. that this decision will result in increased General Fund
costs of $810,000 in 1983-84 and $4,179,000 in 1984-85. -

‘ EI.IGIBILITY AND BENEFITS

: Ellglbllliy For The SS1/SSP Program .
- The Department of Social Services (DSS) estimates that approxunately
; 645 113:individuals will receive cash assistance unider the SSI/SSP program
‘each month in 198485, These individuals fall into one of three categories:
aged, blind, or disabled. In order to be eligible for the SSI/SSP program,
*“individuals must meet certain income and resource criteria in addition to
-~ meeting the categorical requirements for eligibility. Table 4 summanzes
- the ehglblhty requirements for the SSI/SSP program
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* Table 4 »
Basic Eligibility Requirements’
For the SSI/SSP Program
I Categoncal Requlrements e to

Category R ! Chtena

oL Aged : a 65 years of age or older.

2. Blind , » a. Vision cotrectable to no better than
: , ' 20/200 in the better eye. .
b. Diagrosis by physician or optometrist.
" . 3. Disabled . , a. Mental or physical impairment which
’ : ’ ' precludes “substantial gainful :
: o : employment
11 Income and Resource: Limits :
1 Home ; Entlre value exempt.
2. Personal and Real Property ............................... $1,500 for individual, $2,250. for couple
3. Household Goods/Personal Effects ........cuiune $2,000 equity value. '
4. Motor. Vehicle © 84,500 market value.
5. Gross Income Limit None. :
6. General Income Exclusion..........cccimivivunicn - $20/month general exclusion.
7. Earned Income Exclusion o B .
a. All categories mesierin a. First $65/month of earned income plus
o - one-half of remaining earned income:
b, Blind and Disabled.............ccccoonviivmmonenivnivnens b. Any income used toward gaining
i S o self sufﬁcnency

8. Net Income Limit -Maximum SSI/ SSP grant (see Table 6)

* Real property exclusrve of home is consxdered to be personal property

The amount of the grant received by an SSI/SSP rec1p1ent is. partlally
determined on the basis of the recipient’s living situation. The' ma_]ona
SSI/SSP recipients. reside in independent living arrangements. O
recipients reside in (1) independent living arrangements without cooking
facilities, (2) households of another person, and (3) nonmedical board an
care facilities. The grants to these individuals dlffer from those to individu-
als in mdependent hvmg arrangements.

Benefits Avcllable to SSI/SSP Recipients

In addition to the monthly cash grant, SSI/SSP recrplents may 3
for and receive a vanez of other benefits from federal, state, an local
govemments Some of these additional benefits, such as health care serv-
ices under Medi-Cal, are available to individuals ‘because they are SSI/SSP
recipients. Other benefits such as public housing and social security bene-
fits, are available to SSI/ SSP recrplents only to %he extent that they meet
spemﬁc eligibility cntena and, in the case of public housing, are accepted -
into the program.

_ This section discusses six major benefits available to SSI/SSP recipiénts

"in addition to their monthly cash grants. The discussion focuses on the:
benefits as they were in 1982-83, the latest year for whxch data is available
‘on actual utilization. - :

It should be noted that in addition to the beneﬁts dlscussed in “this
section:
1. SSI/SSP rec1p1ents are ehglble for adult socml serv1ces from county
.~ welfare departiments;
2. 34,000 households receiving - Ss1/ SSP also recelve cash a351stance
through AFDC; and '
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3. Some applicants eligible for SSI/SSP received interim assistance
grants while they awaited final eligibility determination for SSI/SSP.
Neither the number of eligible applicants nor the level of the interim
assistance grant which they received is known.

Because the combined monthly income of SSI/SSP recipients exceeds
the monthly income limits for the food stamp program, SSI/SSP recipients
are not eligible for food stamps. , .

Social Security,  The Retirement, Survivors, Disability, and Health
Insurance (RSDHI program provides benefits to retired and disabled
workers and their dependents, and to the survivors of insured workers. It
also provides health insurance benefits for persons age 65 and over and for
the disabled under age 65. According to statistics compiled by the federal
Social ' Security Administration, 368,870 SSI/SSP recipients received
RSDHI payments averagirng $300 per month during 1982-83. The RSDHI
payments are counted as income for SSI/SSP grant purposes. As a result,
individual SSI/SSP grants are reduced by the amount of the RSDHI pay-
ment, less a $20 standard deduction. The RSDHI payments constitute 90

_percent of all countable income received by SSI/SSP recipients. ;

Medi-Cal.  The Medi-Cal program, administered under Title XIX of
the federal Social Security Act, provides funds to health care providers for
the cost of care delivered to public assistance recipients, and other in-
dividuals whose medical costs exceed their ability to pay. All SSI/SSP
recipients are -eligible for Medi-Cal health care. During 1982-83, 461 160
individuals, or 70 percent of all SSI/SSP recipients, utilized Medi-Cal reim-
bursed fee-for-service care. An undetermined number of additional SSI/
SSP recipients utilized other Medi-Cal services provided through prepaid
health plans, dental plans, and other categories of service paid for on a per

capita basis. The average monthly cost of fee-for-service Medi-Cal services
utilized by SSI/SSP recipients during 1982-83 was $197. In addition to
regular Medi-Cal benefits, some SSI/SSP recipients received Long-Term
Care (LTC) benefits. The LTC payments are made to skilled nursin
facilities and intermediate care facilities to cover the cost of board an
care of beneficiaries. Because Medi-Cal covers the cost of room and board,
SSI/SSP recipients in these facilities receive only an SSI/SSP personal and
incidental needs allowance of $25. v :
- In-Home Supportive Services. The In-Home Supportive Services
. (IHSS) program, funded in California under Title XX of the Social Secu-
rity Act, provides domestic and personal care services to aged, blind, and
disabled individuals with the goal of preventing institutionalization. SSI/
SSP recipients are eligible for this service. Other individuals may be eligi-
_ble for IHSS if they meet all other SSI/SSP eligibility criteria but have
excess income. Monthly payments are made to providers on behalf of IHSS
recipients. The authorized payment level is based on need, as determined
by county social workers or assessment workers. Recipients who receive
20 or more hours of specified THSS service each month are eligible for
higher maximum monthly benefits ($838 in 1982-83) than other IHSS
_recipients ($581 in 1982-83). During 198283, 94,635 SSI/SSP recipients
received IHSS services. o :
" . Low-Income Energy Assistance. During 1982-83 California provided
cash assistance to low-income households to help them pay the cost of the
energy they used. Categorical public assistance recipients, such as SSI/SSP
recipients, are automatically eligible for this assistance, which is not con-
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sidered in ealculating the amount of the SSI/SSP cash grant. During 1982
83, approximately 146,801 SSI/SSP recipients received a cash grant under
this program. The average annual benefit provided under the Home En-
ergy Assistance Program in 1982-83 was $162. An undetermined number
of SSI/SSP recipients also received (1) up to $300 in emergency help in
aying energy bills and (2) grants of up to $1,000 to weatherproof their
omes. ;

Housing: Programs. Several housing assistance programs: are avail-
able to low- and moderate-income households. These households may
receive (1) subsidized shelter as tenants in public housing complexes
owned and operated by local public housing authorities or (2) rental
assistance in new or rehabilitated units owned by public or private agen-
cies. The availability of housing assistance and income eligibility thresh-
olds vary armong the counties. It is estimated that in 1982-83, approximate-
ly 9,834 SSI/SSP recipients resided in public housing and an additional
144,784 SSI /SSP individuals received rental assistance.

Senior Nutrition Programs. The Department of Aging administers
community-based programs providing meals to the elderly either at group
sites or in the recipient’s home. All individuals age 60 or older and their
spouses under 60 are eligible for these meals. All aged individuals receiv-
ing SSI/SSP grants, therefore, are qualified for this service. Access to these
nutrition programs is limited, however, because (1) the programs are
small, serving only a small portion of the potential clients and (2) there
are regional variations in the availability of the services. In 1982-83, ap-
proximately 222,000 individuals, or 6.1 percent of the population age 60
years or older, received 12.3 million meals at 827 sites in California. An-
other 28,000 persons were served 3.3 million meals in their homes. Because
- of the open-door policy of these centers, which require no affiliation with
other state programs, it is not possible to quantify the benefits actually
received by SSI/SSP recipients. ‘ ‘ '

Calculation of Average Benefits, - Table 5 shows the average value
of benefits received in 1982-83 by SSI/SSP eligible individuals. The aver-
ages are calculated in two ways. The “Average Cash Value of Benefits -
Received” shows the average benefit value per individual receiving the
particular benefit. For example, in the case of those SSI/SSP participants
who received social security payments, the average value of the payment
per recipient was $300. The “Value of Benefits Averaged Over All SSI/SSP
Recipients’ gives the average benefit value for al/ individuals in the SSI/
SSP program, including both those who did not receive the particular
benefit as well as those who did. As a result, this measure of benefits .
received per SSI/SSP individual is less than the average benefit received
per participating individual. ; o )

Difficulties in Calculating Benefits Received by SSI/SSP Eligibles.
The average benefit value provides the best availabf:; picture of the total
benefits received by SSI/SSP individuals. Like all averages, however, it
conceals differences among individual recipients. In using the information
contained in Table 5, it should be kept in mind that:

o Not all SSI/SSP recipients are eligible for all benefits. Some
benefits are contingent upon health or degree of physical impair-
ment. ' : : :

e The availability of some benefits is limited. - Some programs are
geographically limited. In other cases, the ability of SSI/SSP recipi-
ents to travel to the site where services are provided is limited. In yet
other cases, eligible individuals may not be aware that a particular
benefit is available. R
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o Some SSI/SSP reczpzents may clzoose not to receive some beneﬁts.v
~They may use alternative resources, such as family, friends, the
church and other nonprofit service providers, or they may- choose to
- fend for themselves in an effort to gain or maintain independence.

o The average number of persons receiving a benefit understates the
number of persons who use the program over the course of a year.
Because some recipients are enrolled for only part of the year, the
f)rogram provides aid to more individuals in the state than the month-
y average figure implies.

Table 5

‘Monthly Beneflts Available to SSI/SSP Reclplents
1982-83

. Value of Value of
Percent . Average . Benefit . Benefit
Numberof of .~ Cash Averaged = Averaged
) Recipients ' Total - Valueof  Over All ~ ~ Over All
3 Using .- .S'.S‘I/.S'SP Benefit  SSI/SSP - SSI/SSP
Benefit : . Benefit Caseload® Received. ~ Recipients Couples

SSI/SSP ¢ash 2 111 R 657,007  1000% - $258.33 $258.33 $412.92
Social security payments (RSDHI) ..... 368870 561 - 300.22 168.42 41430
Medi-Cal: :
Health care ° e " 461,160 702 197.29 - 13850 277.00
Long:term care ... wvesinnisnnive - 68,010 104 . 75094 78.10 —£

In-home supportive. services, domestic

and personal care assistance 94635 144 20971 3020 3020
~ Public Housmg 9834 - 15 74,55 112 112
Rental Subsides % .......ccouminn 144784 _2@ 61.93 13.62 1362
- Average total monthly benefits.......c... . - - - - $688.29 $1,149.16
Average total annual benefits ........co...: - - - $8,259.48 $13,789.92
LIHEAP ' 146,801 22.3% - $162.00 $36.13 $36.13'

- Average total annual benefits with LI-

HEAP $820561  $13,826.05

&Source:. Departments of Health Services and Social Services, Office of Econonuc Opportunity, federal
Department of Housing and Urban Development, the Social Security Administration, and the Bureau
of Labor Statistics.. -

b The.percentage figures do not ‘add to 100 percent because many recipients utilized more than one
bénefit.

¢ Fee-for-service users only. Other Medi-Cal service categories, such as dental ‘and prepaid health plans
are delivered on a per capita basis. Data on the utilization of these nonfee-for-service categories by
public assistance recipients is not available at this time.

Housing assistance caseloads are based on a household size of two with a mionthly income of $791 (aged
couple). Housing authorities and state and federal departments do not maintain specific data on
public assistance recipients who reside in subsidized housing,

¢ Includes assistance under Sections 8 and 23 of the federal Housing and Urban Development Act and the
Farmers’ Home Administration’s Rental Assistance program.

f Cash benefits shown are total payments rather than monthly benefits:

g Couples classified as two individuals for LTC.

R No data available. Assumes same level of benefit as for individual living a]one

i Benefit is. calculated on basxs of household, regardless of size.

The Importance of the SSI/SSP Grant. Table 5 shows the impor-
tance of the basic SSI/SSP grant in maintaining the income of recipients.
The grant accounts for 37 percent of the average cash subsidy to individu-

_als. Social security benefits account for 24 percent of the benefits available
“to SSI/SSP recipients.
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GRANT LEVELS AND COST-OF-LIVING ADJUSTMENTS .~

Effects of the Social Security Amendments of 1983 (HR 1900)

In April 1983, Congress enacted the Social Security Amendments of 1983
(HR 1900). This measure ‘made significant changes affecting both the
grant levels "and cost-of-living adjustments (COLA) -under the SSI/SSP
program. Specifically, the act affects California’s SSI/SSP program in three

ways: , y o

1. The SSI Payment Standards were Increased on July 1, 1983 HR
1900 increased the federal SSI grant by $20 for individuals and by $30 for
couples, éffective July 1, 1983. This increase was not.a COLA. California
useg part of the federal grant increase to offset the cost of the SSP pro-
gram. The remainder of the federal grant increase was passed through to
recipients. The net result of these actions was to increase the total SSI/SSP
maximum payment level by $10 for individuals anid by $15 for couples, as
shown in Table 6. ' : :

2. The Federal SSI COLA was Delayed Until January 1, 1984. Each
year, the federal SSI payment levels are increased by the percentage
change in the Consumer Price Index (CPI). Previously, COLAs were

ranted July 1 of each year. HR 1900, however, delayed the federal COLA

or SSI recipients to:January. 1, 1984. In addition, the act permanently
changed the date on which federal SSI COLAs will be granted. Beginning
January 1, 1984, the SSI maximum payment levels will be adjusted each
January 1, based on the percentage change in the CPI. In.order to conform
to these federal changes, California provided that the statutory COLA for
the total SSI/SSP grant would be given January 1 (calendar year basis)
instead of July 1 (fiscal year basis). Table 6 shows the grant-levels in
1982-83 and 1983-84 for various categories of recipients as a result of these
federal and state changes. ’

 Table 6 _
Maximum Monthly SSI/SSP Grant Levels
1982-83 and 1983-84

1983-84 LR
Category ) July-December  January-July  Annualized - .

of Recipient 1982-83 1983 1984 - Percent Change*®

‘Aged/Disabled Individual : S :
Total Grant ...... $451.00 $461.00 MTIO0 40%
SSt : 284.30 304.30 . 314.00 87
SSP: 16670 - ~156.70 163.00 —41

Aged/Disabled Couple e L T
Total Grant 838.00° 853.00 886.00 38

- ssI L 42640 456.40 472.00 89
SSP 411.60 396.60 41400 . =15

Blind Individnal , : : S
Total Grant ; '506.00 51600 535.00 3.9
ss1 - 284.30 304.30 31400 87
SSp : 221.70 : 21170 - 221.00 24

Blind Couples O ‘ R
Total Grant ......icoccreecesissuessssessssivsnns 1985.00 . - 1,00000.- - .. 1,041.00 B X
SSi , 49640 - 45640 . 47200 - 89

 SSP ' 55860 54360 56000  —04

? Annualized percent change }equals the average increase during’-1983-84i over 1982—83
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3. California is Required to Maintain Its July 1953 $SP Maximum Pay-
ment Levels. Prior to enactment -of HR 1900, states such as California
that opted for federal administration of their programs could decrease
their maximum' SSP payment levels under specified circumstances. Spe-
cifically, states could reduce their grant levels provided that (1) their total
spending for SSP did not fall below the expenditure level of the previous
year or (2) the maximum SSP payment levels did not fall'below the
payment levels in December 1976. Because California’s expenditures for
the SSP program rose sharply during the late 1970s, the state in recent
years was able to decrease spending under the program without putting
itself out of compliance with federal regulations. This is because, despite
the decreases, the levels of SSP grants in California were still well above
the December 1976 levels. As a result of HR 1900, however, states now are
required to maintain their SSP grants at or above the July 1983 levels.

State Law Requires a 5.5 Percent COLA :

Existing state law requires that the: total SSI/SSP payment levels be
adjusted January 1, 1985, based on the change in the California Necessities
Index (CNI) during calendar year 1983. The Cominission on State Finance
estimates that the CNI increased by 5.5 percent during this period. (This
estimate is subject to change as part of the May revision of expenditures.)

Federal law requires that the SSI payment provided to aged, blind; and
disabled recipients be adjusted on January 1, 1985, based on the percent-
age change in the Consumer Price Index (CPI) between April-June 1983
and April-June 1984. The DOF estimates that the CPI will increase by 4.7
percent during this period. Thus, a portion of the total cost-of-living adjust-
ment to the combined SSI/SSP payment will be supported by an increase
in federal funds. (The estimate of the CPI also is subject to change during
the May revision of expenditures.)

Budget Proposes a 2.0 Percent COLA

The budget proposes a 2.0 percent increase in the maximum payment
levels for SSI/SSP recipients, effective January 1, 1985, at a cost of $35.3
million to the General Fund. This proposal assumes that legislation will be
enacted to suspend the statutory requirement that the cost-of-living in-
crease provided on the total SSI/SSP grant be set equal to the change in
the CNI (estimated at 5.5 percent). ‘
~ If the change in the CPI between April-June 1983 and April-June 1984
is 4.7 percent, as the Department of Finance estimates, the cost of a 2
percent COLA to the General Fund—=$35.3 million—would be more than
offset by the increase in federal funds provided to finance the COLA to
the SSI portion of the grant ($38.2 million).

Maximum Payment Levels

Table 7 shows what the maximum SSI/SSP payment levels would be for
selected categories of recipients in independent living arrangements, as-
suming that they are granted (1) a 2.0 percent COLA, as proposed by the
administration, and (2) a 5.5 percent increase, as required by current law.
Under existing law, the maximum grant for an aged individual would
increase on January 1, 1985, by $26, to $503. Under the administration’s
proposal, the grant for an aged individual will increase by $10, to $487.
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o i Table 7
Maximum Monthly SSI/SSP Grant Levels 1984 and 1985
1985
Administration
Proposal Current Law

Category 1984 _ (20 Percent)® (55 Percent)®
of Recipient January-December Amount Change Amount Change
Aged/Disabled Individual g v

Total Grant............ ervesesisesssssasssines $477 $487 2.1% $503 5.5%

SSI 314 328 45 328 45

SSP . 163 159 -25 175 74
Aged/Disabled Couple o ’

Total Grant. - 886 © 904 20 T 935 55

SSI . 472 494 47 © 494 47

SSp . 414 410 -10 441 6.5
.Blind Individual

Total Grant.......cmmmmsenersensens 535 546 21 564 54

SSIL....... R 314 328 45 328 45

SSp 21 218 -14 236 © 68
Blind Couple i

Total Grant.......coivnmmssssmssecssersens 1,041 1,062 20 1,098 5.5

SSI 472 494 47 494 47

SSp 569 568 -02 604 62

 Adjustments may not equal 2 and 5.5 percent, due to statutory requirement that payments be rounded
to the nearest dollar.

Fiscal Effect of COLA

‘Table 8 shows the cost in 1984-85 of providing either a 2.0 percent or
a 5.5 percent COLA to SSI/SSP maximum payment levels, assuming that
the federal SSI increase will be 4.7 percent. The table indicates that the
increase in federal assistance would more than offset the General Fund
cost of providing a 2.0 percent increase to the combined SSI/SSP grant
level. In contrast, the cost to the General Fund of funding the statutory
cost-of-living iricrease—5.5 percent—would be $97,066,000, or $61,769,000
more than the amount proposed in the budget.

Table 8

Fiscal Effect of Proposed COLA to
SSI/SSP Maximum Payment Levels 1984-85

. _ General Fund =~ Federal Funds Total
Base $1,104,072,000 $1,039,829,000 $2,143,901,000
Increased federal funds to provide a 4.7 per-
cent increas on SSI grant, effective 1/1/ _ ' : '
85 - : = 38,245,000 38,245,000
Savings to the state if SSP grant is reduced by - ’
a comparable amount so as to leave SSI/
SSP grant umchanged ..........c.cvvevecescserans —38,245,000 — —38,245,000
Expenditures, . assuming no change in SSI/ :
SSP grant $1,065,827,000  $1,078,074,000 $2,143,901,000
Cost of 1.6 percent COLA for SS1/SSP grants® $28,292,000 $163,000 $28,455,000
Cost of 2.0 percent COLA for SS1/SSP grants 35,297,000 204,000 35,501,000
Cost of 5.5 percent COLA for SSI/SSP grants
: 97,066,000 561,000 97,627,000
Expenditures, assuming SSI/SSP grant in-
creases by’
1.6 percent . $1,094,119,000 $1,078237,000 - $2,172,356,000
2.0 percent . $1,101,124,000 $1,078,278,000 $2,179,402,000
5.5 percent . $1,162,893,000 $1,078,635,000 $2,244,528,000

# California must geive at least a 1.6 percent COLA to comply with federal law.
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Previous Increases fo SSI/SSP Grants

Chart 1 shows the increases in the SSI/SSP grant since January 1974, and
the value of the grant during this 10-year period in “real” 1974 dollars—
that is, the grant amount, adjusted to reflect the impact of inflation on
purchasmg power as measured by the CNIL The chart shows that on
January 1, 1984, the “real” value of the grant to an aged or disabled
individual was $215, compared to $217 in 1974—75 If a 2.0 percent COLA
is granted to SSI/SSP recipients as the budget proposes, the “real™ grant
level will be $208 on January 1, 1985.

Chart 1

Purchasing Power of SSI/SSP Grants is Declining
Maximum Grant for Aged or Disabled individual

Dollars

$6004
500 g1 477 4879
400- Actual Dollars

300+

] . r—'%‘———-.__|_,_L__'_
200+ 217 219 224 "5y 2%0 230 226

214 207215203208

1973-74 Constant Dollars ©
100+

74-75 75-76 7677 77 78 7879 7980 80 81 8182 8283 8384 8485

Based on proposed COLA of 2 percent
Aid payments adijusted for inflation measured by the California Necessities Index in the preceding year.
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California®s $SI/SSP Grants Compared to Other States

The federal government allows states, at their option, to supplement
federal SSI benefits. California supplements these %eneﬁts through the
SSP program.

Table 9 shows the SSI/SSP benefits provided to aged or disabled in-
dividuals and couples by the 10 most populous states, as of January 1, 1984.
The table indicates that of the 10 states, 5 chose to supplement the basic

“grant, and that of these 5, California provided by far the largest supple-
ment to both individuals and couples. The resulting grant levels in Califor-
nia are 27 percent and 62 ;i rcent higher, respectively, than the grant
levels prevailing in New York, the state with the next largest supplement.
California’s SSI/SSP standards exceed those of states which do not supple-
ment the SSI grant by 52 percent in the case of individuals and 88 percent
in the case of couples.

In addition, California is the only one of the 10 largest states that pro-
vides larger grants to the blind than to the aged or disabled. While aged
or disabled individuals and couples receive $477 and $886, respectively,
blindhindividuals receive $535 and blind couples receive $1041 each
month.

Table 9

Maximum Monthly SSI/SSP Grant Levels
Ten Largest States
January 1, 1984

Aged or Disabled - Aged or Disabled
Individual Couple
State Total Grant State SSP Total Grant State SSP
California.........- $477 $163 $886 $414
New York......... 375 61 548 76
Texas 314 —_ 472 —
Pennsylvania... 346 32 521 49
1llinois . 314 — 472 —
Ohio - 314 -_ 472 —
Florida . 314 — 472 -
Michigan ......... 338 24 508 36
New Jersey ..... 343 29 495 23
North Carolina ..........veeermeessmmmmeesesssenes 314 - 472 —

40—77958
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Department of Social Services
SPECIAL ADULT PROGRAMS

Item 5180-121 from the General
Fund and Social Welfare Fed-

eral Trust Fund Budget p. HW 173
Requested 1984-85 ........ccvivienirirnnnnnesnisnnisseseeseresseessesssessenses $138,000
Estimated 1983—84......ccovuiuiieecieinrrrnrentressesssisessnesssesssesens 1,472,000
Actual 1982-83 .....coovmreiierece et re st st enes s sons 1,539,000

Requested decrease $1,334,000 (—90.6 percent)

Total recommended reduction ...........reeverernnnereceereenn. None

1984-85 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
5180-121-001—Special Adult Programs General $138,000
5180-121-866—Special Adult Programs Federal (52,000)
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Special Circumstances Program. Recommend that, prior 1241
to the budget hearings, the Department of Social Services
advise the fiscal committees on (1) ways of controlling the
administrative costs of the Special Circumstance Program
and (2) the extent to which other comparable benefits are
available to SSI/SSP recipients.

GENERAL PROGRAM STATEMENT

This item provides the General Fund appropriation to fund grants for
the emergency and special needs of SSI/SSP recipients. The special allow-
ance programs for SSI/SSP recipients are supported entirely from the
General Fund and are administered by county welfare departments.

This item also appropriates federal funds to finance cash grants to repa-
triated Americans returning from other nations. :

OVERVIEW OF THE BUDGET REQUEST

The budget proposes a General Fund appropriation of $138,000 for Spe-
cial Adult programs administered by the Department of Social Services
(DSS) in 1984-85. This is $1,334,000, or 91 percent, less than the estimated
General Fund expenditure level for Special Adult programs in the current
year. This reduction reflects the administration’s proposal to eliminate the
Special Circumstances programs.

- In addition to the request for General Fund support, the budget pro-
poses $52,000 in federal funds to finance cash benefits to repatriated
Americans. This is the same as the amount appropriated for this purpose
in the current year.

ANALYSIS AND RECOMMENDATIONS

The Special Adult program consists of three-distinct programs. These
programs are (1) Special Circumstances, (2) Special Benefits, and (3)
Temporary Assistance for Repatriated Americans. '
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Special Circumstances Program

We recommend that, prior to the budget hearings, the department ad-
vise the fiscal committees on (1) alternative ways of reducing or control-
ling state and county costs of administering the Special Circumstances
program and (2) the extent to which benefits comparable to those pro-
vided by the Special Circumstances program are available to SSI/SSP
recipients through other state and federally funded programs.

The Special Circumstances program provides adult recipients with fi-
nancial assistance in times of emergency. Payments up to specified max-
imum amounts can be made to replace furniture, equipment, or clothing
that is damaged or destroyed by a catastrophe. Payments also are made
for moving expenses, housing repairs, and emergency rent. In addition,
the Special Circumstances program reimburses foster parents for the cost
of burying a foster child who was in their care at the time of death.

The budget proposes to eliminate the emergency benefit component of
the Special Circumstances program because of its high administrative
costs, for a savings of $1,334,000 to the General Fund. The administration
proposes to continue reimbursements to foster parents, at a General Fund
cost of $25,000 in 1984-85.

Background. In 1974, the federal government consolidated county-
administered adult aid programs into the new Supplemental Security
.Income (SSI) program. Because the basic SSI grant did not include an
amount for special nonrecurring needs, the Legislature established the
Special Circumstances program to provide benefits in unusual circum-
stances. The enabling legislation (Ch 1216/73) defines special circum-
stances as those circumstances “that are not common to all recipients and
that arise out of need for certain goods or services, and physical infirmities
or other conditions peculiar on a nonrecurring basis, to the individual’s
situation.”

Prior to establishment of the SSI/SSP program, the counties provided
funds to meet the nonrecurring needs of individuals who were receiving
aid under the adult aid programs. However, the circumstances under
which an individual could receive funds for nonrecurring needs were
limited: The Special Circumstances program increased the extent to
which individuals could receive benefits for a variety of emergencies.

Approximately 500 SSI/SSP recipients (or less than one-tenth of 1 per-
cent of the SSI/SSP caseload) receive emergency benefits each month
through the Special Circumstances program. The average benefit re-
ceived by these individuals is $222. .

California also provides for the special nonrecurring needs of AFDC
recipients. In general, this program provides for the repair or replacement
of specified household items which are lost or damaged under circum-
stances beyond the control of the family.

Administrative Costs. In addition to funds scheduled in this item,
the state and counties incur administrative costs in delivering benefits
under the Special Circumstances program. These costs, which are.sup-
ported through appropriations in Item 5180-001-001, department support,
and Item 5180-141-001, county administration, are shown in Table 1. Based
on the department’s estimate, for every dollar spent on emergency bene-
fits in the current year, an additional $1.35 will be spent on program
administration.
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Table 1
Special Circumstances Program—Emergency Benefits

Administrative and Program Expenditures
1982-83 and 1983-84
{(in thousands)

Actual Estimated

1952-83 1983-84
Administrative Costs

County administration $1,534 $1,680
State operations ® 131 123
Total Administrative Cost $1,665 $1,803
Program Costs—Emergency Benefits $1,405 $1,334
Benefit to Administration Ratio 1:1.19 1:1.35

2 Includes direct costs, allocated costs, and expenses resulting from contract with State Controller’s office
for program audits. Also includes estimate of chargeable expenses for Fair Hearings resulting from
the Special Circumstances program.

Current law requires that counties (1) verify that a special circumstance
exists, (2) issue a warrant for payment, and (3) send a claim to the state
for payment. The DSS informs us that counties incur high administrative
costs relative to program - costs because verification of a special circum-
stance often requires a site visit to the applicant’s home in order to assess
the need and determine the reasonable cost of replacement or repair. The
department further informs us that no analysis of administrative cost con-
troll) alternatives was conducted prior to when the administration proposed
the elimination of the Special Circumstances program. Moreover, at the
time this analysis was prepared, no analysis of alternative means for con-
trolling administrative costs at the county level had been submitted for
legislative review.

We recommend that prior to the budget hearings the department re-
port to the fiscal committees on the potential for reducing the costs of
administering the program.

Identification of Similar Benefits. The department informs us that
there are no statewide programs similar to the Special Circumstances
program. However, the department advises that some programs may pro-
vide similar benefits under certain circumstances or in certain locations
within the state. No list of alternative programs was compiled prior to
when the administration proposed the elimination of the program. The
department has since compiled a list of three alternative programs provid-
ing similar assistance under limited circumstances. These programs are:

o The Individual and Family Grant (IFG) Program. The IFG pro-
Eram rovides cash assistance to families in need in areas which have

een declared disaster areas by the president.

e Department of Rehabilitation (DOR). The DOR has some lim-
ited federal funds to provide moving allowances to vocational
rehabilitation clients only when the moving assistance is covered by
the rehabilitation plan.

o Community Development Block Grant (CDBG) Programs. Com-
munities receiving CDBG funds may allocate all or part of these funds
for housing repair and modifications. The local community deter-
mines the type of assistance and the eligibility criteria.

Based on our review of the department’s list of alternative sources of
benefits, we conclude that, in the absence of the Special Circumstances
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program, California would not meet the same level or variety of emer-

gency needs of SSI/SSP recipients. .

We recommend that, prior to the budget hearings, the DSS report to the
fiscal committees on the number and type of programs that provide bene-
fits to SSI/SSP recipients which are comparag)le to those currently avail-
able through the Special Circumstances program.

Special Benefits Program ‘
The Special Benefits program provides funds to SSI/SSP recipients who

have guide dogs. Under the program, approximately 315 persons receive
a special monthly allowance of $30 to cover the cost of foof for their guide
dogs. The budget proposes General Fund expenditures of $113,000 for
these allowances in 1984-85. This is the same amount that the DSS esti-

mates will be spent for this purpose in the current year.

Temporary Assistance for Repatriated Americans :

The federal repatriate program is designed to provide temporary help
to needy U.S. citizens returning to the United States from foreign coun-
tries because of destitution, physical or mental illness, or war. These per-
sons can be provided temporary assistance to meet their immediate needs
and continuing assistance for a period of up to 12 months. County welfare
departments administer the program, based on federal and state guide-
lines. The program is 00 percent federally funded. Expenditures for the
budget year are proposed at $52,000.

Department of Social Services |
REFUGEE CASH ASSISTANCE PROGRAMS

Item 5180-131 from the Social »

Welfare Federal Funds : Budget p. HW 175
Requested 1984-85 ........ocvveiirinrninineemneessniseseismensssmessessssesens $63,721,000 *
Estimated 1983-84.........ccciveereiieeeerenirrenererenneeroresosessssssssssones 77,459,000
AcCtual 1982-83 .....ocovreerieicerireeienisssssisessssssssssssessisesssssesessssnns 117,901,000

Requested decrease $13,738,000 (—17.7 percent)

Total recommended reduction ..., None

2 Includes $431,000 proposed in Item 5180-181-866(c) for a 2 percent cost-of-living increase.

1984-85 FUNDING BY ITEM AND SOURCE

Item . Description Fund . Amount

5180-131-866—Refugeev Programs—Local Assist- Federal $63,290,000
ance .

5180-181-866 (c) —Refugee Programs—Local As- Federal 431,000
sistance, COLA )
Total : $63,721,000

GENERAL PROGRAM STATEMENT

This itern appropriates the federal funds that pay for the costs of cash
grants and rnegical assistance provided to refugees and Cuban/Haitian
entrants under the Refugee Cash Assistance (RCA) program. In general,
rﬁfugees are eligible to receive cash assistance under the RCA program if
they:
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«- Have been in this country for 36 months or less;
¢ Meet the income and need requirements of the AFDC program, but
do not qualify for aid under that program due to household composi-
tion (for example, the family does not have an absent or incapacitated
arent); and

« Do not qualify for aid under the SSI/SSP program (such benefits are

provideg only to needy aged, blind, or disabled individuals).

In addition to cash assistance, refugees and entrants are eligible to
receive medical assistance if they (1) have been in this country for 36
months or less and (2) are receiving public assistance under the RCA,
AFDC, SSI/SSP, or local General Assistance programs. The federal gov-
ernment pays 100 percent of the cash grant and medical assistance costs
under the RCA program.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes expenditures of $63,721,000 (including a 2 percent
cost-of-living adjustment (COLA), in federal funds for cash and medical
assistance provided through the RCA program to refugees and entrants in
1984-85. This represents a reduction of $13,738,000, or 18 percent, com-
pared with estimated current-year expenditures for these programs.
Funding for the program in the prior, current, and budget years is shown
in Table 1. :

Of the $13.7 million decrease, $8,567,000 is due primarily to a 28 percent
reduction in projected cash assistance caseload. This reduction is partially
offset by an increase of $431,000 proposed in Item 5180-181-866 for a 2
percent cost-of-living increase for cash grants. Caseloads for the RCA
program are anticipated to decline primarily because of (1) the reduction
in the number of refugees being allowed into the country by the U.S. State
Department and (2) the 36-month limit on eligibility for special refugee
programs.

Table 1

Refugee Programs
Department of Social Services
1982-83 through 1984-85
Federal Funds
{in thousands)

Change
1983-84 to 1984-85
Program 1982-83 1983-84 1968485 Amount Percent -
Refugee cash assistance ®  $50,647 $30,101 $21,965 b —$8,136 —-271.0%
Refugee medical assist-
67,254 47,358 41,756 —5,602 —118
. $117,901 $77,459 $63,721 —$13,738 -177%

# Includes federal funds to reimburse counties for cash grants provided to refugees through county general
assistance programs. These reimbursements are made on behalf of refugees who have been in this
country for less than 18 months. )

YIncludes $431,000 for a 2 percent cost-of-living increase proposed under Item 5180-181-866.
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ANALYSIS AND RECOMMENDATIONS
We recommend approval,

Other Federal Funds for Cash Assistance ure. Limited

In addition to the RCA funds, other federal monies are available to
provide cash grants to refugees. As with the RCA program, the amount
of federal funds available to the state for these programs depends on the
length of time the refugee has been in this country. The federal govern-
ment pays 100 percent of these costs for refugees who have been in this
country for less than 36 months (referred to as “time-eligible” refugees).
The federal government, however, pays only a part of the cash assistance
costs of . refugees who have been in this country 36 months or longer
(referred to as “time-expired” refugees;l.

In addition to the RCA program, cash assistance is available to time-
eligible and time-expired refugees through the following programs.

e Aid to Families with Dependent Children (AFDC). The AFDC
program provides cash grants to children and their parents or guard-
ians whose income is insufficient to meet the children’s basic needs.
Eligibility is limited to families with children who are needy due to
the death, incapacity, or continued absence or unemployment of the
parents or guardians.

o Supplemental Security Income/State Supplementary Payment (SSI/
8§SP). The SSI/SSP program is a federally administered program
that is jointly funded by the federal and state governments, under
which needy and eligible aged, blind, and disabled persons receive
finaneial assistance.

o County General Assistance. Needy California residents, including
refugees, may receive aid through county general assistance pro-
grams. Eligibility criteria and grant levels for these programs are
established by each county.

Table 2 shows the number of time-eligible and time-expired refugees

receiving aid in 1983-84 and 1984-85 under each of California’s cash assist-
ance programs. Table 2 shows that: :

Table 2
Refugees Receiving Aid
Time-Eligible and Time-Expired Refugees
1983-84 and 1984-85

1983-84 195485 Change
Estimated Projected  Amount  Percent

Time-Eligible Refugees:

AFDC ..o cceicomeerersenssresssmsssssssassssssssssssssssessssssiessssssass 71,850 52,092 —19,758 —271.5%
SSI/SSP........ 5,406 3,930 —1,476 -21.3
Refugee Cash Assistance 8498 6,092 —2,406 —28.3
General Assistance 2,769 1,955 —-814 —294
Subtotals . 88,523 64,069 — 24,454 —27.6%
Time-Expired Refugees: ’
AFDC........ . 99,480 136,888 37,408 376%
SSI/SSP....... 7,714 10,527 2,813 36.5
General Assistance 4,643 6,101 1,458 314
Subtotals. 111,837 153,516 41,679 373%

Totals ...... 200,360 217,585 17,225 8.6%
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REFUGEE CASH ASSISTANCE PROGRAMS—Continued

o Approximately 217,600 refugees will receive some form of cash assist-
ance in 1984-85. This is an 8.6 percent increase over the number of
refugees receiving assistance in the current year.

o Of the 217,600 refugees on aid, approximately 189,000 (52,000 time-
eligible and 137,000 time-expired) will receive AFDC payments. As a
result, refugees will make up 11 percent of the state’s total AFDC
caseload (1,661,000 in 1984-85).

e The number of refugees who are eligible for 100 percent federal
funding will decrease in 1984-85, as increasing numbers of refugees
reach their 36th month in this country. Accordingly, the number of
time-expired refugees will increase significantly—by 37 percent—
between 1983-84 and 1984-85. '

California’s Costs Will Increase Dramatically as Federal Funds are Reduced

As a result of the 36-month time limit on 100 federal funding, state and

local costs for cash assistance will increase significantly between 198384
and 1984-85. Table 3 shows the costs of cash assistance provided to time-
expired refugees in the current and budget years. The table shows that:

e General Fund costs for cash assistance to time-expired refugees will
total $147 million in 1984-85, an increase of $49.0 million, or 51 per-
cent, above the current year.

o County costs will total $37 million in 1984-85, an increase of 45 percent
over 1983-84. '

The expenditures shown in Table 3 understate the total costs to the state
and local governments of providing services to refugees because it does
not include the cost of medical assistance provided to time-expired re-
fugees. Because of the time limit on 100 percent federal funding, state and
county costs will continue to increase in 1985-86 and beyond.

Table 3

Costs of Cash Assistance
For Time-Expired Refugees
1983-84 and 1984-85
{in thousands)

Change

Program/Funding Source 1983-84 1954-85° Amount Percent
1. AFDC®
a. General Fund $80,983 $124,283 $43,300 53.5%
b. County funds 13,391 20,634 7243 54.0
c. Federal funds 94,373 144,919 50,546 53.6
Subtotals, AFDC ..o $188,747 $289,836 $101,089 53.6%
2. SSI/SSP
a. General Fund $16,438 $22 577 $6,139 37.3%
b. Federal funds 25,759 36,565 10,806 420
Subtotals, SSI/SSP ......ooevvrvrvirccmmrernrecariinns $42,197 $59,142 $16,945 - 40.2%
3. General Assistance .
a. County funds $12,098 $16,298 $4200  3M47%
Totals. $243,042 $365,276 $122,234 50.3%
General Fund $97.421 $146,860 $49.439 50.7%
County funds 25,489 36,932 11,443 449
Federal funds 120,132 - 181,484 61,352 51.1

* Amounts include a proposed 2 percent COLA.
Y Includes grant and administrative costs.
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Department of Social Services
COUNTY ADMINISTRATION OF WELFARE PROGRAMS

Item 5180-141 from the General
Fund and Social Welfare Fed-

eral Fund Budget p. HW 174
Requested 1984-85 .........cccccrrrnivrcrrnninnsennnnnsenssseossinsesssssesenens $129,114,000
Estimated 1983-84.........cccvvvevernrineernrnerernsnsininssesssrsssesesessssssoress 116,686,000
Actual 1982-83 .......oiieerrireeneceiresreeeeessee s s sessesssesessesssessons 102,475,000

Requested increase $12,428,000 (+10.7 percent)

Total recommended redUCHON ..............verroersrsesrscorererrsierensone $66,000
Recommended transfer to Item 5180-181-001 ..........cccceernnnne. 10,900,000
1984-85 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
5180-141-001—County administration General $129,114,000
5180-141-866—County administration Federal (354,827,000)
9680-101-001 (aa-ff)—Mandated local costs General (407,000)

Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Limits on State-Funded County Salaries. ‘Recommend 1253
that $10.9 million in Item 5180-141-001 be transferred to
Item 5180-181-001 to provide a cost-of-living adjustment
(COLA) for county a£n1mstrat10n consistent with COLAs
prov1ded by the Legislature to state employees.

2. Asset Clearance Match Demonstration. Augment Item 1262

- 5180-141-001 by $100,000. Recommend an augmentation
of $373,000:($100,000 in Item 5180-141-001 and $273,000 in
Item 5180-141-866) to increase fraud investigators for the
Asset Clearance Demonstration Project.

3. Extension of Federal Supplemental Compensation Benefits. 1264
Reduce Item 5180-141-001 by $166,000. Recommend a re-
duction of $543,000 ($166,000 from Item 5180-141-001 and
$377,000 from Item 5180-141-866), due to the extension of
federal supplemental compensation benefits.

GENERAL PROGRAM STATEMENT

This item contains the General Fund appropriation for the state’s share
of costs incurred by the counties in administering (1) the AFDC program,
(2) the food stamp program, and (3) special benefit programs for aged,
blind, and disabled recipients. In addition, the budget identifies the fed-
eral and county costs of administering child support enforcement and cash
assistance programs for refugees. The costs of training county eligibility
and nonservice staff also are funded by this item.




Table 1

Expenditures for County Welfare Department Adrhinistration @
1982-83 through 1984-85
(in millions)

Actual 1959-83 FEstimated 1983-54 Proposed 1984-85
Program . State  County Federal — Total State  County ~ Federal — Total State County  Federal  Total
AFDC administration ............... $775 $99.9 81830  $3604 $89.2  $1056  $2001  $3949  $10L5 $113.2  $2166  $431.3
Non-assistance food stamps ...... 204 26.5 481 95.0 234 335 61.3 1182 253 29.1 64.4 1187
Child support enforcement
a. Welfare .o — 249 616 86.6 — 26.9 62.8 89.7 - 28.5 66.4 94.8
b. Non-welfare....... § — - 81 199 28.0 —_— 8.0 188 26.8 — 85 199 284
Special adult programs 24 - — 24 2.5 — —_ 25 08 —_ — 08
Refugee cash assistance.... - — 9.9 9.9 e —_ 6.5 6.5 — — 49 49
Staff development. 22 2.5 47 94 15 16 32 6.3 15 18 33 66
Subtotal ............. $102.5 $161.9 $327.2 $591.6 $116.7 $175.6 $352.5 $644.9 $129.1 $181.1 $375.4 $685.6
COLA cap rescission — —_ - = — - - — (10.9) (—15.5) —_ (—4.6)
1984-85 COLAs ®... — — — —_ - — — — — (170 (206)  (376)
Local mandates ° — — —_ —_ (03) (=03) —_ — (0.4) (—04) - —
Emergency food and shelter .... — — — — - — 46 46 — — — —
TOtalS wooovrrrrerericrresicers $102.5 $161.9 $327.2 $591.6 $116.7 $175.6 $357.1 $649.5 $129.1 $181.1 $375.4 $685.6

NOTE: Details may not add to total due to rounding.
# SOURCE: Department of Social Services.
These amounts are included in the totals appropriated for this item.
¢ Funding for local mandates is provided in Item 9680-101 and is not part of the table totals shown here.
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OVERVIEW OF THE BUDGET REQUEST

Current Year Deficiency
The budget estimates that General Fund expenditures for the adminis-
. tration of county welfare programs will be $3,488,000 more than the
amount appropriated for 1983-84. This deficiency is the net result of sev-
eral separate increases and decreases in funding requirements for this
program, relative to what was anticipated in the 1983 Budget Act. In-
creased costs resulting from higher AFDC caseloads ($3,929,000) and Spe-
cial Adult Program Administration ($555,000) are partially offset by
decreased costs attributable to the Welfare Fraud Early Detection and
Prevention program ($563,000) and a 50 percent decrease in the costs of
staff development budgeted in this item ($1,497,000). Based on our re-
view, we conclude that the department’s estimate of the current year
deficiency is reasonable. This estimate is subject to change during the May
revision of expenditures. :

Budget Year Proposal

The budget proposes an appropriation of $129,114,000 from the General
Fund as the state’s share of county costs to be incurred in administering
welfare programs during 1984-85. This is an increase of $12,428,000, or 11
percent, over estimated current-year expenditures.

The budget proposes total expenditures of $685,633,000 for county ad-
ministration of welfare programs in 1984-85, as shown in Table 1. This is
an increase of $36,170,000, or 5.6 percent, over estimated current year
expenditures. This amount does not include $407,000 proposed in Item
9680-101-001 to reimburse counties for state-mandated administrative ac-
tivities and added grant costs.

Budget Year Adjustments

Table 2 shows the proposed adjustments to General Fund expenditures
for county administration in 1984-85. The net increase of $12,428,000 is
due, in large part, to the following major cost increases:

1. $2,287,000, due to increased AFDC caseloads.

2. $10.9 million resulting from the proposed removal of the limits on
state participation in county salary increases. '

These increased costs are partially offset by the following savings:

1. $702,000 due to decreased food stamp caseloads. ’

2. $1,680,000 due to the proposed end to Special Circumstances pro-
gram, -

State Mandated Local Costs ’ . ,
The budget proposes $407,000 from the General Fund to reimburse
counties for their costs of complying with six state mandates. One of these
mandates was imposed by the Legislature:
o Chapter 102, Statutes of 1981 (AB 251), requires counties to deter-
mine whether AFDC recipients have alternative medical insurance
coverage (increased administrative costs: $79,000).
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Table 2

Proposed General Fund Budget Changes for County Administration
1984-85 {in thousands)

. Cost Total
1983-84 Expenditures (Revised) : $116,686
A. Adjustments to Ongoing Costs or Savings
1. AFDC Administration

a. Increased caseload $2,287

b. End to extended unemployment benefits .........ivusssssscnnsens 238

¢. Retroactive costs of court decisions -320

d. Fraud prevention and detection programs ........cesinens 61

e. Other 645

Subtotal $2,911
2. Nonassistance Food Stamp Administration
a. Decreased caseload —$702
b. Monthly reporting/retrospective budgeting ...........occorrusureemassnunes 461
c. Other —144

Subtotal ' —4$385
B. New Costs or Savings
1. AFDC. Administration
a. End to. past-year COLA limitations $8,657
b. Retroactive costs of court decisions : 682
2. Food Stamp Administration—End to past-year COLA limitations 2,243
3. Elimination of Special Circumstances Program..........omiionien. —$1,680
C. Total Changes for 1984-83

1984-85 Expenditures (Proposed) $129,114
Change from 1983-84;
Amount 12,428
Percent 10.7

The other five mandates were imposed administratively by the depart-
ment. These mandates:

+ Require counties to verify the household size, shelter costs, and de-
pendent care costs for food stamp recipients (increased administra-
tive costs: $60,000). '

« Make the criteria for exempting an individual from employment serv-
ices registration the same for counties with and without WIN pro-
grams (increased county grant costs: $4,000).

o Remove the $200 maximum exemption for the cost of employment-
related equipment (increased county grant costs: $10,000).

¢ Exclude loans from income in determining eligibility and calculating
the grant (increased county grant costs: $4,000).

« Requires counties to investigate discrepancies between social security
numbers reported by AFDC recipients and those on file with the
Social Security Administration (increased administrative costs: $250,-
000). -

WELFARE FRAUD EARLY DETECTION/PREVENTION PROGRAM

The 1983 Budget Act provided funds for the establishment of programs
to prevent fraudulent receipt of AFDC and food stamp benefits. Under
the provisions of the Budget Act, counties were required to report on their
existing procedures to detect and prevent fraud. In addition, they were
requiredpto determine whether these procedures were as cost-effective in
detecting fraud as a system used by Orange County. If their procedures
were not as. cost-effective, the counties could seek-additional funds to
develop programs based on the Orange County model. The primary fea-
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tures of this model are (1) early referral of applications to investigators
when the eligibility worker suspects that there is a potential for fraud, (2)
investigation of the case within a few days, and (3) timely return of the
results of the investigation to the eligibility worker for appropriate action.

During 1983-84, a total of 18 counties are expected to participate in the
program, as shown in Table 3. These 18 counties will hire a total of 31 fraud
investigators and 13 eligibility workers to staff the fraud detection pro-
grams. In 1984-85, one additional county is expected to start a program
using 3 fraud investigators. '

The 1983 Budget Act assumed net expenditures of $6,357,000 ($1,094,000
General Fund, $4,058,000 in federal funds and $1,205,000 in county funds)
for the Welfare Fraud Early Detection and Prevention program. The
department has reduced its estimate of expenditures to $855,000 ($165,000
. General Fund, $510,000 in federal funds and $180,000 in county funds) due

to the limited number of counties requesting funding for the Yrogram and
because counties do not anticipate starting programs until January or
March 1984. ’

The 1984 Budget Bill proposes net expenditures under the program of
$1,092,000 ($189,000 General Fund, $694,000 in federal funds, and $209,000
in county funds) in 1984-85. This represents the net cost of program staff,
less the administrative savings due to reduced caseload as a result of the
program’s investigations. AFDC grant savings attributable to the program .
are expected to reach $9.3 million in 1984-85. There are two reasons for
the sharp increase over the $1.7 million in savings estimated for 1983-84:
(1) programs that begin during 1983-84 will not become fully operational
unti? 1984-85 and (2) grant savings due to the (fro, ram accumulate as
more and more fraudulent applicants are denie aig each month.

Table 3
Costs and Savings Due to Welfare Fraud
Early Detection/Prevention Programs
All Funds
{dollars in thousands)

1983-84

Budget Act Mid-Year 1984-85
Estimate Revise Proposed

County Administration :
Program staff $9,637 $1,046 $2,089
Administrative savings —3,280 -191 997
Net Administrative Cost .. $6,357 $855 $1,002
AFDC Grant Savings . —$35,152 —$1,739 —$9,273
Net Savings —$28,795 —$884 —$8,181
Counties participating 4“4 18 19

Staff added * o 44 47

* Includes both fraud investigators and eligibility workers.

The department has estimated the program savings based on the as-
sumption that, each month, six applicants per investigator will be denied
grants. This assumption reflects Orange County’s experience. Actual sav-
ings from the program, however, could vary from this estimate for at least
two reasons. First, the extent to which applicants are misrepresenting
themselves when applying for aid may differ from county to county. Sec-
_ ond, some counties are using eligibility workers to conduct investigations,
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while Orange County used only fraud investigators. Eligibility workers
could be more or less successful at identifying fraudulent applications than
fraud investigators. .

COST CONTROL MEASURES IN COUNTY ADMINISTRATION

The Department of Social Services (DSS) allocates funds to counties for
the administration of welfare programs using a formula that considers (1)
caseload, (2) productivity targets for eligibility workers, (3) the existin
salary structure in each county, (4) allowable cost-of-living increases, ang
(5) allocated support costs. One of the primary objectives of this formula
is to control the growth in state-funded county costs for administering
welfare programs.

The department calculates the county’s allocation of funds for adminis-
trative costs in the following way. First, it determines the productivity
targets (the number of cases to be handled by an eligibility worker) and
supervisory ratios for the county. The cost control plan calls for counties
to meet the average of the productivity standards achieved by counties of
a similar size during a specific base year, or their own performance during
the base year if it was above average. Second, the department determines
the allowable salary costs per worker, considering the limits on state fund-
ing for cost-of-living increases in the last two years and actual count
- salaries. Third, the deparment calculates total administration costs by mul-
tiplying the DSS May estimates of caseloads in AFDC and food stamps,
times the average cost per case, which is derived from the productivity
target and average salary costs. Several other adjustments are made in
order to fund overhead costs, fraud investigation activities, and other
special items.

The state’s share of cost is approximately 25 percent of the total. The
counties are notified of their allocation early in the budget year. The
amount actually paid to a county is determined by adjusting the allocation
for the actual caseload during the year.

Under this system, there are two ways in which the state can limit the
costs to the General Fund of county administration: (1) raise productivity
targets and (2) limit the allowance for cost-of-living increases to county
employees.

Productivity Targets. The cost control plan specifies productivity
targets that provide a basis for limiting allocations to counties. Table 4 lists
the productivity targets for the AFDC and Food Stamp programs, and
shows the extent to which these targets are being met by the 27 largest
counties. The first column of the table shows how many counties are
meeting each of the productivity targets specified by the cost control plan.
The second column shows the number of counties for which the target
allowed by DSS results in administrative costs that are higher than they
would be if DSS had required the county to meet the cost control plan’s
targets. The last column shows the number of counties for which the
targets allowed by DSS result in costs that are lower than the costs that
would be incurred if DSS had used the cost control plan’s targets to
determine the county’s allocation. . :

Table 4 shows that in general, the majority of counties are meeting their
AFDC productivity targets except in the area of quality control workers.
Thirteen of the 27 counties were allowed more quality control staff than
the plan calls for. The department has allowed more staff in this area than
the cost control plan would permit in order to increase the amount of
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resources devoted to reducing AFDC error rates.

Plan targets for nonassistance food stamps and the support ratio, on the
other hand, are not being met. In 18 of the 27 largest counties, the targets
allowed for food stamp cases per worker result in higher costs than plan
targets. In 22 of the 27 counties, the targets allowed ?or the support ratio
resulted in higher costs for county administration than the costs that
would have been allowed under the plan targets.

Table 4

Differences Between Cost Control Plan
Targets and Allowed Productivity Targets
(27 Large and Medium Sized Counties)

1983-84 °
Allowed Allowed
Allowed Target Results -~ Target Resuits
Target Equals in Higher in Lower
Plan Cost Than Cost Than
Target Plan Target Plan Target
AFDC :
Intake cases/worker 4 3 -
Intake - wOrkers/SUPEIVISOT .....o.ccvrrsssesssiiossens 21 5 1
Continuing cases/worker ......... 19 7 1
Continuing workers/supervisor .. 19 6 2
Quality Control workers..... 14 13 -
Quality Control workers/supervisors = ............ 19 2 6
Nonassistanice Food Stamps
Cases/worker ..... 9 - 18 -
Workers/supervisor ...... 20 - 5 2
Support ratio © : 5 22 -

#SOURCE: Department of Social Services.
Three counties have no targets for Quality Control worker/supervisor.
¢ Support ratio equals the ratio of support costs to eligibility staff costs.

Adjustiment of:Targets. Productivity targets are based on county
performance in a particular base year (1977-78 for AFDC administration
and 1979-80 for food stamp administration). In the past, there has been no
provision for adjusting the targets to reflect changes in administrative
procedures that may have a significant effect on the time it takes to
process each case. To correct this situation, the Supplemental Report to
the 1983 Budget Actrequired the department to prepare a plan for adjust-
ing the productivity targets to take account of procedural changes identi-
fied in the budget. The department reports that beginning in 1985-86, it
will adjust the targets to reflect the cost of ongoing procedural changes.
Target adjustments will Be calculated based on the estimated cost of the
procedural change. %

Limits on the State’s Share of County Salary Increases Should be Retained

‘We recommend that:* = :

1. $10.9 million from the General Fund be transferred from Item 5150-
141-001 to Xtem 5180-181:001 to fund a 1984-85 COLA for county adminis-
tration, in lieu of past-year salary increases that exceed what the state
agreed to fund. )i :

2. The Legislature adffpt Budget Bill language Iimiting the extent to
which the state will share in the cost of salary increases granted by the
counties.
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3. The Legislature establish the 1984-85 COLA limits for county admin-
Istration based on the increases provided for state employees in the 1954
Budget Act. :

The budget proposes to remove existing limitations on the state’s share
of county costs. These limitations were imposed in prior years in order to
cap the percentage increase in county welfare department salaries that
the state would fund at the percentage increase granted state employees.
The budget requests a $17.7 million augmentation from the General Fund
in 1984-85 for the purpose of funding prospectively county salary increases
in excess of the cap. This includes $10.9 million in Item 5180-141-001 for the
administration of the AFDC and Food Stamp programs and $6.8 million
in Item 4260-101-001 for the administration of the Medi-Cal program. The
budget proposes no funds for county-granted salary increases in 1984-85.

The Legislature Has Sought to Limit the State’s Share of County-Grant-
ed COLAs. Under current law, the federal government pays 50 per-
cent of the costs of administering the AFDC and Food Stamp programs.
The state and counties each pay 25 percent. Since 1981-82, however, the
Legislature has placed limits on the state’s share of the costs attributable
to COLAs granted by counties to their welfare department employees.
Table 5 shows the limits contained in the 1981, 1982, and 1983 Budget Act.
It indicates that:

o The 1981 Budget Act provided funds to cover the state’s share of costs
resulting from COLAs up to 6 percent. In addition, the Budget Act
stated that counties would be responsible for COLAs that exceeded
6 percent limit. Consequently, counties that granted salary and bene-
fit increases of less than 6 percent continued to receive 25 percent
state participation in these costs. Counties that granted salary and
benefit increases that exceeded 6 percent had to pay 50 percent of the
costs above 6 percent. The 1981 Budget Act permitted state participa-
tion in salary increases above 6 percent only if counties were able to
improve the productivity of their staff (that is, increase the number
of cases handled by staff). .

o The 1952 Budget Act provided no funds for county salary increases
and included language limiting the state’s share of county-granted
COLAs. '

¢ The 1983 Budget Act, as passed by the Legislature, contained funds
for the state’s share of a 3 percent COLA for county salaries. In
addition, it allowed counties that granted COLAs less than 3 percent
to apply the difference to COLAs not funded in the previous two
years. This provision became moot, however, when the Governor,
citing lower inflation in 1983 and the state’s “severe fiscal constraint,”
vetoed the funds provided for the county COLA.

The Legislature had two purposes in limiting state participation in
county COLAs. First, the limitation reduces the likelihood of a General
Fund deficiency in county administration because counties grant COLAs
exceeding what the budget anticipated. This was common before the
COLA cap was establishes. For example, in 1980-81 (the year before the
COLA cap was established), county boards of supervisors provided
COLAs to welfare department employees that averaged 10.4 percent. The
1980 Budget Act, however, only appropriated enough funds to cover a 9
percent COLA. These higher-than-anticipated COLA costs accounted for
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10 percent of the $8.4 million deficiency in county administration in 1980-
81. o
Second, and more importantly, limits on county-granted costs avoid the
situation where the state tans for salary increases to county employees
that are larger than what the state provides to its own employees, includ-

ing those working in close proximity to county employees.

Table §

Budget Act Controls on the State’s Share of Costs Resulting From
County Granted COLAs for Welfare Department Employees
~ Salary and Benefit Increases

1980 through 1984

Budgeted
Budget Salary Budget Act _
Act Increase Language Effect
1980 .......... 9% None. State shared in the cost of what-
: ever salary - increase counties
granted, Actual increases aver-
aged 10.4%.

1981 ......... 6% The state would not share in the ~ Counties granted an average
cost of salary increases that ex- = COLA of 8.6%, resulting in Gen-
ceed the percentage increase au-  eral Fund shortfall, which was
thorized by the Legislature unless ~ 2.6% above the level authorized

" the excesses were funded by per- by the Legislature.
manent productivity increases. )
1982 .......... 0% Same as above. Counties granted an average
COLA of 4.6%.

1983 .......... 0% The state would not share in the ~ The department estimates that
cost of salary increases that ex-  counties will grant an average sal-
ceed the percentage increase au-  ary increase of 46% to their em-
thorized by the Legislature inthe  ployees.

1981 and 1982 Budget Acts unless
the excesses were funded by per-
manent productivity increases or
in subsequent years the cost-of-

* living  adjustments granted by
counties are less than the percent-
age increase authorized by the
Legislature.

1984 ......... (proposed) Itisintended that $10.9 millionbe  $10,900,000 added General Fund

used in county administration to
restore the 25 percent state share
of actual 1983-84 salaries.

cost in Item 5180-141-001.

2 The Governor vetoed a 3 percent COLA provided by the Legislature.

Counties Have Granted COLAs That Exceed Budget Act Limits.
Table 6 cormpares the COLAs provided by counties to welfare department
employees with increases provided to state employees and welfare recipi-
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ents, as well as with the change in the California CPI. Table 6 shows that:

. e The COLAs provided by counties exceeded the limits established by

"~ the various Budget Acts. In 1981-82, when the state’s participa-
tion in salary and-benefit increases was limited to 6 percent, counties

- provided COLAswhich averaged 8.6 percent. In 1982-83, when the
state did not pay for any salary increases, actual increases were 4.6
Fercent. In each year, individual counties exceeded the Budget Act

imits by as much as 15 percentage points.

e The COLAs provided by individual counties vary widely. One
county (Plumas) provided salary increases of only 1.5 percent over
the three years, wﬁile another county (San Francisco) provided a 26
pgrcent increase for employee salaries and benefits during this peri-
od.

-» County COLAs, on average, exceeded by 9.1 percent the salary In-
creases given:to most state employees. '

o County salaries, on average, rose faster than consumer prices during
the period. In addition, the average county salary increased faster
than the increase in AFDC grants.

Table 6

Comparison of State-Supported Salary increases
With Actual Increases and Other Related Measures °
1980-81 through 1983-84 ‘

) Range of Salary
State-Funded Average Increasés Increase
County for Provided for Change  Increase
Welfare  County by State mn mn
Salary Welfare Individual Civil  California  AFDC
Increases Staff Counties Service crPr Grants
FLUTIIR. ) S 104% 10.4% 3.6% to 142% 100% 113% 129%
198182 ..ovrcrvrricnerane 6.0 8.6 0to 15.0 6.5 108 93
1982-83 ...covvcrrrarienene —_ 4.6 —~44 to 147 — 18 —
198384 .o —b 4.6(est.) N/A® 3.0 46 40
Cumulative................ 60% 18.8% 15% to 25.6% ¢ 9.7% 18.0% 15.9%

from 1981-82
through 1983-84

* All increases represent average annual increases.

b The Governor vetoed a 3 percent increase provided by the Legislature.
¢ Actual 1983-84 increases are not yet available.

4 Includes increases only as of 1982-83.

Distribution of COLA Funds, Table 7 shows our estimate of how

the funds proposed in the budget would be distributed among the 12
largest counties. Of the $10.9 million. proposed for salary increases for
AFDC and Food Stamp administration, $8.7 million (80 percent) would
go to these 12 large counties. Between 1981-82 and 1983-84, salary in-
creases in these counties ranged from a low of 9.1 percent (3.1 percent
above the state limit) in Sacramento County to a high of 25.6 percent (19.6
percent above the state limit) in San Francisco.
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Table 7

Cost to Fully Fund Actual County
Salary and Benefit increases for .

12 Largest Counties q-g2 N g%
™M atsan e\ 198485 :
. p Unfunded costs of
Sam ™ AN~ o Budgeted - Actual  Differ- Salary Increase
Counties Increase Increase  ence  DSS Estimate LAO Estimate
Alameda 6% 283% 113% $816,704 $868,256
Contra Costa 6 189 129 306,342 - 350,747
Fresno 6 9.9 -39 107,604 203,721
Los Angeles 6 19.2 132 4,528,117 © 5,382,307
Orange 6 21.6 156 530,827 578,820
Riverside 6 9.8 38 112,254 215,154
Sacramento 6 9.1 3.1 163,074 351,504
San Bernardino..........eecneeeniiin 6 174 114 440,461 522,764
San Diego: 6 12.2 62 414,167 620,311
San Francisco. ...........mcrmmivsinn 6 25.6 19.6 594,293 615,015
San Joaquin 6 180 120 278,875 325,965
Santa Clara 6 15.2 92 421577 544,966
Total—12 Largest Counties $8,720,294 $10,579,530
Total—Statewide $10,900,368 $13,224 413

Budget Proposal is Flawed. Based on our analysis, we conclude that
there are several serious flaws with the budfet proposal to lift the cap on
the state’s share of costs for county-granted COLAs.

e Cost of the Proposal is Underfunded. We estimate that the
" budget underestimates the cost of rescinding the limit on the state’s
share of cost for county-granted COLAs. As shown in Table 7, the
approval of the proposal would cost the General Fund $13.2 million.
This is $2.3 million more than the budget requests in 1984-85. Our
analysis indicates that the department made two errors in preparing
its estimate. First, it understated the cost of salary increases between
198283 and 1983-84. Second, it has overestimated costs due to salary
increases in support (clerical support and administration). The net
result of correcting these errors is to increase the General Fund cost
of this proposal by $2.3 million.

o Proposal Rewards High-Cost Counties. The proposal treats coun-
ties unequally. It provides additional funds to those counties that
chose to grant larger cost-of-living increases than what the last three
Budget Acts funded, while offering nothing to those counties that
followed the state’s lead and stayed within the Legislature’s COLA
limits. Some of the counties that would get nothing from the budget
proposal reduced salaries in 1982-83, perhaps in an effort to stay
within the limits placed on them by the COLA cap. For the most part,
the counties that would receive no funds under the budget proposal
are small counties with limited resources: precisely those counties
least able to bear the costs of unfunded COLAs.

o Proposal is Based on a Faulty Premise. The budget asserts that
COLA limitations have increased “the potential for General Fund
overpayments, higher quality control error rates, and federal AFDC
and Food Stamp sanctions.” The budget states that the potential for
increased errors results, in part, from reducing staff and thereby in-
creasing the number of cases handled by the remaining eligibility
workers. We believe this premise is incorrect for the following rea-
sons.
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First, there has been no consistent trend in error rates since enact-
ment of the controls on salaries and benefits. Table 9 (below) shows
.. that, while error rates are high when compared to the federal stand-
_ ard of 4 percent, they have gone down as well as up during the period
since 1980-81. = ‘
Secondly, we are unable to identify in those counties that granted
high COLAs a consistent pattern of staff reductions and therefore
increased cases per eligibility workers that could threaten to increase
error rates. Tabf()e 8 groups counties on the basis of whether they gave
either high, medium, or low cost-of-living increases in recent years,
and shows the percent of counties in each group that increased the
number of cases handled per worker. If sta%i:rwere reduced in order
to fund COLAs for the remaining employees, we would expect edses
per worker to increase. Table 8 shows that high COLA counties tend-
ed to increase the number of AFDC intake cases and food stamp cases
Eer worker. This is consistent with the budget premise. On the other
and, low COLA counties were more likely than high COLA counties
to increase continuing cases handled by each worker. This trend is
contrary to the budget premise underlying the budget proposal.

. Table 8

Counties that Increased AFDC or Food Stamp
Cases Per Worker
1980-81 through 1982-83

AFDC Cases Food Stamp- . Total Nummber

Intake Cases  Continuing Cases  Activities. = of Counties
High COLA 67% 53% 53% 15
(over 18%)
Medium COLA .......convvesinerricenmmnrinnnnnis 54 64 - 46 28
(10 to 18%)
Low COLA 47 67 33 15
(under 10%) .

LAO Recommniendation. For these reasons, we recommend that the
Legislature reject the budget proposal to share in the cost of county-
granted COLAs that exceed the limits established by the Legislature.
Instead, we recommend that:

o The funds proposed in Item 5180-141-001 to fund prior-year COLAs
be transferred to Item 5180-181-001 to provide a COLA in 1984-85 for
county administration up to a limit established by the Legislature.

o The Legislature adopt the same language controlling the distribution
of the COLA as it included in the 1983 Budget Act.

e The Legislature fix the maximum COLA for which the state will .
provide funding at a level comparable to the percentage salary in-
creases granted to state employees.

This course of action would offer several advantages over what the
budget proposes.

1. It Allows All Counties Additional Funding for Salary Increases.
Under the budget proposal, only those counties that went beyond the
COLA limits set by the Legislature in prior Budget Acts would receive
additional state funding for salaries and-benefits. Under our proposal,
these counties would have all or a portion of the excess COLA funded by

- the state. In addition, those counties that stayed within the past legislative-
ly established limits could, if they wish, increase salaries in 1984-85 and
receive state funding for part of the increase.
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2. State Participation in Salaries Will Increase Uniformly Throughout
the State. Under the budget proposal, the state would fund salary in-
creases of 19.6 percent in San Francisco (as shown in Table 6), but only
3.1 percent in Sacramento county. Under our proposal, the state would
participate equally in salary increases in all counties, up to a specified limit
(except in those counties granting salary increases that are Fess than that
allowed by the COLA caps).

3. It Prevents the Legislature from Being Criticized for Funding Salary
Increases Paid to County Employees that are Larger than the Salary In-
creases Provided to State Employees. Since 1980-81, salary levels in
the state civil service have increased by 12.9 percent. This includes a 6.5
percent increase in 1981-82 and a 6 percent increase provided for half of
1983-84. County administrative COLAs have been limited to 6 percent.
Under the budget proposal, the state would pay its share of salary increases
in 36 counties that exceeded the increases granted to state employees.
Under our proposal, the state could limit the COLAs for which counties
would receive state funding to that provided state employees.

The following Budget Act language would provide for state participa-
tion in county cost-of-living increases up to the established limit. It also
would permit counties that increase salaries by a percentage less than the
limit established in the Budget Act to apply the difference to unfunded
salary increases remaining from past years.

“Notwithstanding any other provision of law, the funds appropriated by
this item shall be used to provide cost-of-living adjustments to county
welfare departments for personal, and nonpersonal services, or to fund
the amount of cost-of-living increases granted by counties which ex-
ceeded the levels specified in the State Budget Acts for the 1981-82,
198283, and 1983-84 fiscal years, not to exceed the percentage increase
authorized by the Legislature for all counties in this item for the 1984-85
fiscal year. ,

The 1984-85 county administration cost control plan shall contain a
provision which specifies that any county cost-of-living increase for per-
sonal and nonpersonal services which exceeds the percentage increase
authorized by the Legislature shall be the sole fiscal responsibility of the
county unless the excess costs are funded by permanent productivity
increases, or in subsequent years the cost-of-living adjustments granted
by counties are less than the percentage increase authorized by the
Legislature.

The department shall not allocate, réallocate, or transfer unused por-
tions of county cost-of-living funds between counties nor shall the de-
partment use any funds to fund cost-of-living adjustments in excess of
the percentage increase authorized by the Legislature in this item.”

ADMINISTRATIVE QUALITY CONTROL REVIEWS

Federal regulations require states to review samples of AFDC and food
stamps case files twice a year to determine whether those receiving bene-
fits are eligible for such benefits, and whether the correct amounts have
been provided.

Every six months; California draws a random sample of cases from the
counties’ files and reviews each case. Based on its review, the state calcu-
lates the percent of payments made in error to AFDC families as well as
errors in the issuance of food stamps. These percents are the state’s error
rates. The federal government then reviews subsamples of the original
state samples for accuracy, and adjusts the state’s findings to reflect the
results from the subsample reviews. These adjusted error rates are the
federally recognized error rate for each program.
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State regulations further require 34 of the 35 largest counties to conduct
similar quality reviews of AFDC cases twice a year. The thirty-fifth county
(Los Angeles) estimates its error rate on the basis of the federal sample
results. County quality control staff review about 140 cases, and calculate
the county’s error rate based on the results of these reviews. A subsample
of these county-reviewed cases is reviewed by the state to check on the
accuracy of the original county results. The state then adjusts the county
findings to arrive at the state recognized error rate for each of the coun-
ties. '

Chart 1 shows the AFDC payment error rates in California since 1976.
In the most recent period for which final federal results are available,
October 1981 to March 1982, the state’s error rate jumped to 7.3 percent.

Federal Sanctions. Federal regulations require states to reduce
their error rates by one-third decrements, starting in October 1980. Fed-
eral regulations also require that for the October 1982 to September 1983
review periods, states achieve an error rate of 4.0 percent or lower. Begin-
ning on October 1, 1983, states must achieve an error rate of 3 percent or
lower. A state’s failure to achieve either the interim reductions or the 4.0
percent level will result in a reduction in federal financial participation in
the costs of the state’s AFDC program.

Chart 1 .
Statewide AFDC Payment Error Rate, July 1977 through
March 1983 °

Percent of
Payments
10%—
(|

8-

5]

July-  Jan-  Apr- Oct.78- Apr- Oct.79~ Apr- Oct 80~ Apr- ct.81— Apr—~ Oct.82-
Dec. June  Sept. March Sept. March Sept. March Sept. March Sept.  March
n 78 78 79 79 80 80 81 81 82 82 83

2 SOURCE: Based on data released by Department of Social Services. Al periods show federal findings except Apri-September -
19882 and Qctober 1982-March 1983. For these two periods rates are estimated based on adjustment of state findings.
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Because California’s error rate in the base period (April to September
1978) was below 4.0 percent, the state must achieve the 4.0 percent stand-
ard for all review periods between October 1980 and September 1983, and
a 3 percent standard for all subsequent review periods. Federal sanctions
can be imposed upon the state when the combined error rate over two
six-month sampling periods exceeds these standards. ;

In 1983, California was notified that its error rate for the period October
1980 to September 1981 exceeded the federal standard and that California
was subject to a sanction of $35,067,000. California appealed the applica-
tion of the sanction, citing its good faith effort to reduce errors. The tederal
government has not yet decided whether to waive the sanctions.

It is likely that California also exceeded the allowable error rate stand-
ard of 4.0 percent during the October 1981-through-September 1982 re-
view period. The final error rate for the period October 1981 to March
1982-is 7.3 percent. Although final figures are not available from the fed-
eral governiment, we estimate that California’s error rate for the April-to-
September 1981 period will be 5.6 percent. When these two error rates are
combined, California can expect to be notified of a sanction totaling ap-
proximately $33 million. The state then will have 65 days in which to
request a second waiver of sanctions. The Secretary of DHHS will then
determine whether all; part, or none of the sanctions will be waived.
Other Measures of Administrative Performance

Besides the payment error rates cited above, quality control reviews
provide several other measures of administrative performance in the
AFDC and Food stamp programs. Table 9 lists these measures for quality
review periods since October 1979. Underpayment error rates represent
the percentage of payments that county we%are departments should have
made, but did not. Ti]le case-error rate shows what percent of cases in the
sample had errors—that is; overpayments, underpayments, or payments
to ineligible families.

Table 9

Error Rates in AFDC and Food Stamp Programs
October 1979 through March 1983

10/79 to 4/80 to 10/80 to 4/81 to 10/81 to 4/82 to 10/82 to
AFDC - . 3/80 9/80 3/81 9/81. 3/82  9/82 3/83
Dollar error rates

—Overpayments and payments to
ineligibles ™. coeeeemreesneerenrrcssines 63% 51% 86% 50% 13% 56%° 64%°

—Underpayments ° . 06 0.5 0.7 0.6 04 02 05
Case erTor Tate . .osmmarmssrsssssenisess 15.8 143 15.0 142 140 9.7 109
Negative action errors®
—Incorrect reasoq for discontinuance

or denial...... .cmmremsssssmininees 0.5 0.9 18 42 39 N/A NA
—Inappropriate NOHCE....:ccommeveemmernces 49 35 3.1 33 36 N/A N/A
Food Stamps
Dollar error rates
—Overpayments and payments to

ineligibles ©.....mecuriecssscmnnnenes . 78 87* 62¢ 93° 80° NJ/A

—Underpayment ©.....mmmmnen X 35 3.0 2.9 2.8 3.3 3.3
Case error rate °. ... . 23.1 22.1 177 187 19.3 19.9
Negative action errors 94 9.1 95 94 96 N/A

® Estimated final findings based on original state findings.
b Final federal findings
¢ Original state findings.
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The department also reviews a sample of cases that were denied or
discontinued aid. The results from this sample show what percent of the
cases were denied or discontinued for incorrect reasons, and the percent
of denied and discontinued cases in which errors were made in the notifi-
cation of such action.

OTHER BUDGET ISSUES

Asset Clearance Match Demonsiration .

We recommend an augmentation of $100,000 in Item 5180-141-001 and
$273,000 in Item 5180-141-866 to fund additional county investigator staff
for the Asset Clearance Matech Demonstration Project.

Chapter 703, Statutes of 1981 (SB 620), authorizes a four-county demon-
stration project to match welfare and Franchise Tax Board (FTB) records
in order to identify welfare recipients who received over $30 annually in
interest or divident payments. Because AFDC eligibility is limited to fami-
lies with less than $1,000 in resources, families that earn more than $30 in
interest and dividends in a year may have available assets that exceed this
limit. When a match is made between a welfare record and a FTB record,
the case is referred to county welfare investigators in order to determine
if the family was ineligible for assistance. .

The first match of welfare and FTB records was conducted in Novem-
ber 1982 and was based on 1981 interest and dividend data. The match
used welfare data submitted by four counties: Alameda, Los Angeles,
Santa Barbara, and Shasta. The match yielded 18,000 cases where social
security numbers in the AFDC case matched a number in the FTB files
for which interest and -dividends were reported. A second match con-
ducted in January 1984 based on 1982 records yielded 8,967 new cases.

The four participating counties employ a total of 18 investigators to
handle these cases. Table 10 shows the results of their investigations
through the end of October 1983. A total of 4,137 cases have been referred
to counties and of these referrals, 1,565 cases have been assigned to inves-
tigators. The counties have completed 552 investigations and have identi-
fied 298 cases with overpayments totaling $2,405,000. This is an average of
$8,069 per fraudulent case. Sixteen cases have been prosecuted.

Table 10

Asset Clearance Match Demonstration
Performance Measures
As of October 1983

Total cases matched 17,637
Cases referred to counties 4,137
Cases under investigation 1,565
Completed investigations 552
Cases with overpayments 298
Average overpayment $8,069

Number of prosecuted cases 16
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Table 11 lists the costs and benefits of the Asset Clearance Match
Project. In 1982-83, the project resulted in a net cost of $22,000. This is
because investigations did not begin until the last half of 1982-83 and did
not yield savings until the following year. The department projects net
savings of $1.6 million in 1983-84 and, assuming the same staffing level, net
savings of $2.7 million in 1984-85.

Tablev 11

Costs and Benefits of Asset Ciearance Match
(in thousands)

1982-83 1983-84 1954-85
. Actual Estimated Proposed

Costs .
County Administration $536 $921 $921
State Operations . 92 124 153
Totals $628 $1045 - 81074

Savings

Overpayments recouped —$606 —-$1211 —$1,456
Grant costs avoided . — —1416 —2,340
Totals . , —$606 —$2627 —$3,79%
Net Fiscal Effect $22 —$1,582 —$2,722

A sizeable portion of the original cases with matches have not been
investigated. In Los Angeles, 7,000 cases, including many cases where the
family continues to receive aid, have yet to be referred to the county for
investigation. The backlog results from a lack of investigator positions
because the project underestimated the percentage of matched records
that would require investigations. The department estimated that 10 per-
cent of an expected 28,000 cases would require investigation. Although
only 17,637 matches were discovered, counties actually have assigned
between 25 and 36 percent of these cases to investigation (this excludes
Los Angeles County)::Although Shasta and Santa Barbara Counties appear
to have adequate staff to handle assigned investigations, Los Angeles and
Alameda Counties may not be adequately staffed to complete cases al-
ready referred for investigation. '

We recommmend that funds budgeted for the Asset Clearance Match
Demonstration Project be increased to provide for 10 additional investiga-
tors. We recommend this increase for the following reasons: :

« Based on the results of the demonstration project to date, overpay-
ments recouped through additional investigations would almost com-
pletely offset the cost of the additional staff. In addition, the avoided
grant costs due to discontinuance of fraudulent cases will more than
offset the costs of additional investigators. ‘

o The DSS soon will send to the counties a new list of welfare cases with
1982 interest earnings identified by FTB. Existing investigator staffing -
is inadequate to handle both the new cases and the remaining backlog
of cases identified in November 1982. '

o Finally, inadequate staffing may cause the savings that can be
achieved by expanding the asset clearance match statewide to be
underestimated. :

Based on the eéxperience of demonstration counties to date, 10 investiga-
tors would be sufficient to process the 7,000 backlog of cases. (This assumes
that 20 percent of these cases will require investigations and an investiga-
tor can handle 140 cases per year.) We estimate that 10 additional inves-
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ti%ators in 1984-85 would cost an additional $500,000, as shown in Table 12.
The net administrative costs -would total $472,000 ($500,000 for added
investigative staff partially offset by administrative savings of $28,000).

We estimate- that these 10 investigators would result in a net savings of
$525,000 in collected AFDC overpayments, $259,000 in avoided grant ex-
penditures, and a $28,000 reduction in AFDC administrative costs, for a
total savings of $812,000 ($357,000 in state funds, $405,000 in federal funds,
and $50,000 in county funds).

Although the additional investigator staffing will result in overall sav-
ings to the federal and state governments, it will increase county costs by
$56,000. However, these added county costs are more than offset by the
$172,000 savings budgeted in 1984-85 for the Asset Clearance Demonstra-
tion Project at its current staffing levels. Consistent with this recommen-
dation, we make a related recommendation in our analysis of AFDC
Payments for Children (Items 5180-101-001 and 5180-101-866). In those
items, we recommend a General Fund reduction of $350,000 ($234,000 for
overpayments collected and $116,000 due to reduced caseloads) and a
federal fund reduction of $391,000 ($262,000 for overpayments collected
and $129,000 due to reduced caseloads).

Table 12

Estimated Costs and Benefits of 10
"~ Additional Fraud Investigators
1984-85
{in thousands)

State " County Federal Total

Cost
Added investigative staff® ..........cocconmreererrrersne $107 $106 $287 $500
Savings ’
Overpayments collected ..........mmmcmmmiven: —$234 - —-$29 —$262 —$525
Reduced caseload .
—Grant savings —116 —14 -129 —259
—Administrative €ost SAVINES .....cucercrrivsiesmernes -7 -7 —14 -28
Total Savings —$357 —$50 —$405 —$812
Net Savings \ —$250 $56 -$118 -$312

2 Funding ratios are based on those used for currently budgeted fraud investigators in Asset Clearance
Match Demonstration. .

Extension of Federal Supplemental Compensation

We recommend a reduction of $166,000 in Item 5150-141-001 and $377,-
000 in Item 5180-141-866 due to extension of Federal Supplemental Com-
pensation benelfits.

In September 1983, Congress enacted PL 98-92, which extended until
March 1985 the provisions of the Federal Supplemental Compensation
(FSC) Act. Under this act, the federal government provides an additional
8 to 12 weeks of unemployment compensation benefits to workers who
have exhausted their basic 26 weeks of benefits. According to the Employ-
ment Development Department, California is providing 12 additional
weeks of payments, but the number of weeks of additional benefits could
decrease to 8 depending on the state’s unemployment rate.
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At the time the DSS prepared the 1984-85 budget estimates for AFDC
administration, the FSC was due to terminate at the end of September
1983. As a consequence, the department’s estimate of costs for AFDC
administration assumed termination of FSC benefits and a resulting in-
" crease in AFDC caseload. The caseload was anticipated to increase be-
cause some families would no longer receive FSC benefits and therefore
would be eligible for AFDC.

According to the DSS, the extension of FSC will result in reduced ad-
ministrative costs of $283,000 in 1983-84. In addition, the DSS estimates
that the administrative savings in 1984-85 will total $723,000, including
$166,000 to the General Fund, $377,000 in federal funds, and $180,000 in
county funds. Because the department’s estimates do not reflect the ad-
ministrative savings that will result from continuation of F'SC benefits in
1984-85, we recommend a reduction of $166,000 in Item 5180-141-001 and
$377,000 in Item 5180-141-866.

Department of Social Services
SOCIAL SERVICES PROGRAMS _

Item 5180-151 from the General
Fund and Social Welfare Fed-

eral Fund _ Budget p. HW 175
Requested 1984-85 .....ccovievrerenirinmnnisserssssenssosessssesssssersssssesesass $205,050,000°
Estimated 1983-84.........cccoeireririeereesreeessenesesssssesessresssessnsnais 169,229,000
ACtUAl 198283 .....corverrrivreciieninrsivrereresersnessserersessssssssienssarsssensssssess 154,122,000

Requested increase $35,821,000 (+21.2 percent)

Total recommnended reduction ............eeeeveviveneisnsirerirnssenns -None
Recommendation pending Item 5180-151-001 ...........ocevvverrnnne $4,583,000
Recommendation pending Item 5180-181-001 (b) .......c.ccenee... ($5,143,000)

® This amount includes $9,273,000 proposed in Item 5180-181-001 (b). for cost-of-living increases.

1984-85 FUNDING BY ITEM AND SOURCE

Item - Description Fund Amount
5180-151-001—Social Services programs/local as- . General $195,777,000
sistance
5180-151-866—Social Services programs/local as- Federal . - (379,110,000)
sistance '
5180-181-001 (b)—Social Services programs/local General 9,273,000
assistance, COLA :
5180-181-866 (b)—Social Services program/local Federal (575,000)
assistance, COLA .
Total $205,050,000
) ‘ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Other County Social Services (OCSS) Allocation. Rec- 1278
ommend that the companion bill to the 1984 Budget Bill be :
amended to specify that counties shall receive two alloca-
tions for OCSS consisting of (a) an allocation for child
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welfare services and In-Home Supportive Services (IHSS)
administration and (b) an allocation for information and
referral, adult, and optional services. Further recommend
adoption of Budget Bill language specifying that funds ap-
propriated for child welfare services and IHSS administra-
tion shall be allocated based on a cost control plan.

2. OCSS Cost Control Plan. Recommend adoption of sup- 1280

lemental report language relating to a cost control plan
or child welfare services and ITHSS administration.

3. OCSS—County Match. Recommend that the compan- 1281
ion bill to the 1984 Budget Bill be amended to require that
counties pay 25 percent of the total costs of the OCSS
program. (Potential General Fund savings: $9,522,000.)

4. OCSS—Supportive Services. Recommend the adoption 1282
of Budget Bill language specifying that a county’s alloca-
tion of OCSS funds be reduced to reflect the availability of
appropriate services funded by the General Fund through
the Child Abuse Prevention program.

5. IHSS—Cost-of-Living Increase. Withold recommenda- 1289
tion on $5,143,000 in Item 5180-181-001 to provide a 2 per-
cent cost-of-living increase for IHSS providers, pending the
May revision of expenditures.

6. THSS—Fiscal Estimate of Statewide Standards. Recom- 1296
mend that, prior to the budget hearings, the department
provide the fiscal committees with an estimate of the costs
or savings resulting from implementation of statewide
time-for-task standards.

7. IHSS—Needs Assessment Process. Recomnmend that, 1297
prior to the budget hearings, the department report to the
fiscal committees concerning the establishment of a uni-
form statewide needs assessment process.

8. Access Assistance for the Deaf. Recommend that, prior to 1298
the budget hearings, the department submit the following
to the fiscal committees: _

a. A plan for including specific program definitions within
requests for contract proposals.

b. A report concerning progress in promulgating required
regulations and establishing service regions.

c. A plan to ensure recoupment of fees for interpreter
services.

d. A plan for assessing program goals and objectives.

9. Adoptions—Allocation. Recommend adoption of 1304
Budget Bill language requiring the department to submit
a plan for allocating funds to county adoption agencies for

, the Relinquishment Adoption program.

10. Adoptions—Cost-of-Living Adjustment (COLA) Cap. 1306
Recommend that the department advise the fiscal commit-
tees, prior to the budget hearings, of the extent to which
General Fund costs of COLAs granted by county adoption
agencies in excess of the 6 percent COLA cap have been
offset by productivity increases. Withhold recommenda-
tion on $4,583,000 in Item 5180-151-001 which we estimate
is the portion of the proposed General Fund expenditure
for adoptions that is attributable to excess county COLAs,
pending receipt of the departiment’s findings.




Table 1
Department of Social Services
Social Services Programs
Inciuding Cost-of-Living Adjustment ®
“(in millions)

Actual 1982-83

Estimated 1983-84

Proposed 1984-85

General County Federal —Total General County Federal Total General County Federal — Total
Fund Funds Funds - Funds

Programs Fund
A. Other County Social SErvices ........uvwcsrnees 113
B. Special Adult Services............... 121.1
1. In-Home Supportive Services.. . (117.2)
2. Maternity Home Care ......... ST 21).
3. Access Assistance for the Deaf................. (1.8)
C. Specialized Family and Children’s Services 4
1. Work Incentive (WIN) Program ........... (4)
2. Child Development Services ...... . —
3. Foster Care Information System —
D. Adoptions 188
E. Demonstration Programs ........eeecesee 2.6
1. Child Abuse Prevention... . (1.0)
2. Family Protection Act (AB'35) ..o (1.6)
F. Refugee Social Services....omwmrimmmmusmmmmonsanrens
TOTALS: ‘
1. Amounts 154.1
2. Percent 289%

2 Details may not add to totals due to rounding.
b Less than $50,000.

Funds. Funds  Funds
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GENERAL PROGRAM STATEMENT

The Department of Social Services (DSS) administers various social
services %ro ams which provide services, rather than cash, to eligible
clients. The budget has grouped these programs into six categories: (1)
Other County Social Services (OCSS), (2) specialized adult services, (3)
specialized family and children’s services, (4) adoptions, (5) demonstra-
tion programs, and (6) refugee social services. ‘

Federal funding for social services is provided pursuant to Titles IV-A,
IV-B, IV-C, IV-E, and XX of the Social Security Act and the Federal
Refugee Act of 1980. In addition, 10 percent of the funds available under -
the federal Low Income Home Energy Assistance (LIHEA) block grant
are transferred to Title XX social service programs each year.

OVERVIEW OF THE BUDGET REQUEST

As Table 1 shows, the budget proposes total expenditures of $643 million
for social services programs in 1984-85. Of this amount, $205 million, or 32
percent, is requested from the General Fund, and $380 million, or 59
percent, is anticipated from the federal government. The budget also
anticipates county support for social services totaling $58.4 million.

Of the total General Fund request, $9.3 million is for a two percent
cost-of-living adjustment (COLA) for social services programs. The total
fost-of-living increase proposed for social services programs is $11.5 mil-
ion.

Proposed Budget Changes

Table 2 shows the proposed changes in spending for social services
programs, from all funding sources. The table shows a net increase in
proposed expenditures from all funds of $29.9 million, or 4.9 percent, over
estimated current-year outlays. This reflects both increased and decreased
costs. The major increases are:

o $10,774,000, due to the additional full-year costs of the Emergency
Response program created pursuant to Ch 978/82 (SB 14);

. %1358,000, due to anticipated increases in the IHSS caseload for

e $9,666,000 for the additional full-year cost to the IHSS program result-
ing from the court’s decision in Community Services for the Disabled
v. Woods; : o

o $5,165,000, due to increased adoption caseloads resulting from the
child welfare services reforms enacted by SB 14; and

o $11.,476,000 for cost-of-living adjustments (COLA).

These increases are partially offset by the following reductions;

e $19,171,000, due to proposed reductions in the IHSS program;

« $6.0 million, due to the elimination of one-time federal funding for
child day care provided in the current year by Job Training Partner-
ship Act programs; '

» $1,684,000, due to the sunset of the Family Protection Act;

¢ $610,000, due to the termination of four respite care demonstration
projects; and :

o $2,938,000, due to a technical adjustment reflecting the use of monies -
during 1984-85 that were originally budgeted for 1982-83 by Ch 1398/
82 (AB 1733).
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Table 2
Proposed 1984-85 Budget Adjustments
Social Services Programs—All Funds
(in thousands)

. Adjustments Totals
1983-84 Expenditures (Revised) $613,228
A. Proposed Baseline Adjustments
1. OCSS
a. Additional (full-year) cost of Emergency Response program...... $10,774
b. Other adjustments to SB 14 cost estimate ...........uccrceecrrcsssireen 228
Subtotal, OCSS $11,002
2. THSS .
a. Increased caseload costs $21,358
b.. Costs due to court decision in Community Services v. Woods.... 9,666
¢. Payments to spouse providers (AB 223) —600
d. Anticipated program reductions —19,171
e. Other ..... -314
Subtotal, IHSS $10,939
3. Deaf Access Assistance '
-a. Hold harmless at 1983-84 appropriation level ..........oicusemcccernee $72
4. Specialized Family and Children’s Services
a. Elimination of one-time federal funds for child day care .......... —$6,000
5. Adoptions : !
a. Increased caseloads attributable to SB 14.....vvcivvvcnrrvennrrnnncsrecssenns $5,165
6. Demonstration programs i
a. Change in funding source for child abuse prevention .................. —$2,938
b. Sunset of Family Protection Act —1,684
c. Termination of Respite Care Demonstration projects............mn.. —610
Subtotal, demonstration programs —$5.232
7. Refugee Social Services programs
a. Basic social services programs—increased federal funds ............ $71

b: Additional (full-year) cost of Targeted Assistance program (final

12 months of 18-month program) 2398 -
Subtotal, refugee 1“5:\iograrnc $2,469
B. Proposed COL.As
1. OCSsS $4,832
2. THSS ; 6,076
3. Maternity Home Care 42
4. Deaf Access Assistance 42
5. Adoptions .... 484
Subtotal, COLAs . $11.476
1984-85 Expenditures (Proposed) _ $643,119
Change from 1983-84: o
Amount ........... . : $29,891
Percent......... 4.9%

The proposed $29.9 million increase from all funds consists of (1) a
Genera? Fund increase of $35.8 million, or 21 percent, (2) a reduction in
federal funds of $8.7 million, or 2.2 percent, and (3) an increase in an-
ticipated county expenditures of $2.7 million, or 4.9 percent. The General
Fund bears a disproportionate share of increases in the total costs of this
program, due to limits on the county and federal share of costs, as follows:
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e Limits On County Share of Costs. Senate Bill 14 limits the county
share of costs for the OCSS program to the percentage cost-of-living
increase provided for the program. As a result, the state will fund 85
percent of the nonfederal share of the increase proposed for 1984-85
and the counties will pay for only 15 percent. Similarly, state law (Ch
69/81) limits the county share of the costs of the IHSS program to 10

ercent of any increase in total program costs over an established
ase.

o Limited Federal Funds. Federal funds (Title XX, Title IV-B, Title
IV-C, Refugee, and LIHEAP) are made available to California based
on federal appropriation levels and the state’s share of the nation’s

opulation or other demographic statistics; they are not provided

ased on program costs as they are in other programs such as AFDC.
Thus, although expenditures in those programs supported by Title XX
(OCSS and IHSS) are budgeted to grow by 6 percent in 198485,
California’s Title XX allocation for FFY 1985 is expected to be only
about 1 percent higher than its allocation for FFY 1984 (reflecting an
anticipated 1 percent increase in the national Title XX appropria-
tion).

~ANALYSIS AND RECOMMENDATIONS

Unbudgeted Federal Title XX Funds _

The DSS advises that California has received an allocation of $280.7
million in federal Title XX (social services block grant) funds for FFY 84.
This is $18.4 million more than was anticipated at the time the 1983 Budget
Act was enacted. Of the additional funds available, $4.6 million is available
for expenditure only in 1984-85 and $13.8 million is available to be spent
during 1983-84 or 1984-85. The department has budgeted the $4.6 million
for expenditure in 1984-85. The department advises that the remaining
$13.8 million will be authorized for expenditure in 1983-84 after the Legis-
lature has been given 30 days’ advance notice pursuant to Section 28 of the
1983 Budget Act.

The department advises that it plans to use the $13.8 million in unbudg-
eted federal funds, as follows:

o $7.9 Million to Cover Increased IHSS Costs Resulting From Court
Decision. This augmentation would pay for the estimated cur-
rent-year costs of a judgment against the state issued by the court in
connection with Community Services for the Disabledv. Woods. (We
discuss this case under the section of this analysis entitled “In-Home
Supportive Services.”) '

o $2.0 Million for Refugee Social Services. The department esti-
mates that federal funds available in the current year for refugee
social services will be $2.0 million less than the department’s projec-
tion of the “need” for these funds. The department advises it will
propose to use $2.0 million of the additional Title XX money to sup-
port additional spending for these services.

o $3.9 Million “Reserve” for Projected Currcnt-Year IHSS Funding
Shortfall. The department estimates that the amount of funds
currently budgeted for the IHSS program will be $3.3 million less than
needed to fully fund IHSS caseloads at existing service levcls. The -
department advises that it will hold in reserve until May 1984 339
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million of the additional Title XX monies, in case program reductions
are required in the current year. Should reductions be required, the
department would use these funds to reduce or eliminate the reduc-
tions.

At the time this analysis was prepared, the administration had not sub-
mitted to the Legislature the notification required by Section 28 of the
-1983 Budget Act. As a result we have not had an opportunity to review in
fc‘letillﬂ the proposed use of the additional $13.8 million in the Title XX

unds.

OTHER-COUNTY SOCIAL SERVICES

The Other-County Social Services (OCSS) program funds eight of the
nine Title XX services that counties are required by the state to provide.
(In-Home Supportive Services (IHSS), the ninth mandated program, is
funded separately.) Under the OCSS program, counties also may provide
one or more of the various services that are optional under state law.

Proposed Funding for OCSS. The budget proposes total spending
of $246,436,000 for the OCSS program in 1984-85. This amount consists of
$174,293,000 in federal funds (Titles IV-A, IV-B, IV-E, and XX), $52,087,000
in county funds, and $20,056,000 in General Fund support. The total in-
cludes a cost-of-living adjustment of $3,811,000 proposed separately under
Items 5180-181-001(b) and 5180-181-866(b).

REVIEW OF IMPLEMENTATION OF SB 14

Overview of SB 14 Changes

Chapter 978, Statutes of 1982 (SB 14), made major changes in the OCSS
program. Specifically, the measure (1) created four new child welfare
service programs, (2) shifted the emphasis of the OCSS program toward
child welfare services, and (3) changed the required county share of
program cosis. Each of these changes is described below.

Child Welfare Services Programs. SB 14 created the following four
new child welfare service programs:

o The Emergency Response Program was established effective October
1, 1983. Under this program counties are required to provide immedi-
ate social worker response to allegations of child abuse and neglect.
In addition to initial investigation and intake, the program provides
supportive services for abused and neglected children and their par-
ent(s) or guardian (s). These services may include counseling, emer-
gency shelter, care and transportation. _

o The Family Maintenance Program was established effective October
1, 1983. Under this program counties are required to provide ongoin
services to children (and their families) who have been identifie§
through the emergency response program as victims, or potential
victims, of abuse or neglect. The primary goal of the program is to
allow children to remain with their families under safe conditions,
thereby eliminating unnecessary placement in foster care. Services
provided through this program include social worker case manage-
ment and planning, as well as supportive services such as counseling,
emer gency shelter care, temporary in-home caretakers, teaching and
demonstrating homemakers, etc.

o The Family Reunification Program was established effective October
1, 1982. Under this program counties are required to provide services
to children in foster care who have been temporarily removed from

4177958




1272 / HEALTH AND WELFARE Item 5180

SOCIAL SERVICES PROGRAMS—Continued

their families because of abuse or neglect. The program also provides
services to the families of such children. The primary goal of the
program is to safely reunite these children with their families. Serv-
ices provided through this program include social worker case man-
agement and supportive services. '

o The Permanent Placement Program was established effective Octo-
ber 1, 1982. Under this program, counties are required to provide case
management and case planning services to children in foster care who
cannot be safely returned to their families. The primary goal of the
f)rogram is to ensure that these children are places in the most family-

ike and stable setting available, with adoption being the placement
of first choice.

Table 3 displays the proposed expenditures in 1984-85 for the four child
welfare service programs created by SB 14. In addition, the table shows

the number of social worker full-time equivalents (FTEs) that the budget
proposes to fund in 1984-85.

Table 3
Costs of Child Welfare Services
1984-85°
{dollars in millions)
Case Management
and Planning
SB 14 Social Supportive

Programs Worker FTEs ~ Costs® Services Totals
Emergency Response 861 $44.1 $74 $515
Family Maintenance 1,115 572 149 721
Family Reunification © 700 359 6.0 419
Permanent Planning 332 16.9 - 169
Totals 3,008 $154.1 $28.3 $182.4

2 Amounts include the costs of the 2 percent cost-of-living increase proposed for 1984-85.
b Includes costs for staff development,

SOURCE: Department of Social Services

Emphasis of the OCSS Program Shifted. Prior to the enactment of
SB 14, the OCSS program was essentially a block grant to counties intend-
ed to help them provide a wide range of social services programs. The
allocation of OCSS funds among the various social services programs was
left to the discretion of individual counties. As a result, OCSS funds were
spent according to the priorities of the counties, rather than the priorities
of the Legislature.

With the enactment of SB 14, this arrangement has changed. Specifi-
cally, SB 14 (1) changed the OCSS program from a block grant to a
program with specific program and services requirements and (2) re-
quired that a greater share of the total available OCSS funding be used for
child welfare services. As Table 4 shows, the percentage of OCSS funding
spent for child welfare services is proposed to increase from 62 percent in
1981-82 to 74 percent in 1984-85. The percent of total funding which is
available for spending on the remaining OCSS programs has been reduced
accordingly.




Item 5180 HEALTH AND WELFARE / 1273

‘Table 4
Distribution of Funds Among the Various OCSS Programs
1981-82 and 1984-85

Expenditures as A Percent of
Total OCSS Funds Available
1981-82 1954-85

OCSS Programs Actual® , Proposed
1. Information and Referral 5.7% 3.8%
2. Adult Serviees . 6.3 51
3. THSS Administration 2.1 159
4. Optional Programs 42 12
5. Child Welfare Services 61.7 740

¢ Percentages are based on total spending of $216.6 million. Of this amount, approximately $11 million
represents county spending in excess of the required county match.

bSB 14 reduced the number of IHSS eligibility and need reassessments that counties are required to
perform.

SB 14 Reduced the County Share of OCSS Costs. Prior to the
enactment of SB 14, counties were required to pay 25 percent of the costs
of the OCSS. program. SB 14 limited the county share of costs to $51.1
million, instead of 25 percent. This amount reflected the sum of the re-
quired 25 percent match provided by the 58 counties in 1980-81. The
measure also provided that the county share would be increased each year
by the percent of COLA provided in the budget for the OCSS program.
Assuming a two percent COLA as proposed in the budget, the required
county share of OCSS costs in 1984-85 will be $52.1 million, or 22 percent
of the total costs of the OCSS program. Assuming the costs of the OCSS
program continue to increase in the future, the effect of the limit on the
counl.;y share will be to reduce the percentage of program costs which is
paid for by the counties.

Iimplementation of SB 14 Has Been Incomplete

There are three major differences between the child welfare service
programs established by SB 14 and the programs which existed under
prior law. First, SB 14 and the DSS regulations which implement the
measure provide for more specific and more detailed case management
and case planning standards than did prior law and regulation. Second, SB
14 places greater emphasis on supportive services than prior law. Third,
SB 14 provides for greater court involvement in case management by
establishing stricter deadlines for court reviews and greater emphasis on
family reunification and permanent planning,

The basic goals of SB 14—to protect children and to minimize the
disruptionn of families—cannot be achieved unless each of these changes
is implemented. Our analysis indicates that the implementation of these
changes to date has been incomplete. Specifically, we have found that:

e Coun ties have not achieved the case management and case planning

standards established in law and regulation.

+ The availability of supportive services has been limited.

¢ Courts have complied with most case management provisions and

most court deadlines have been met.

Counties have not achieved the case management and case planning
standards -established in law. and regulation. During the Spring and
Summer of 1983, the DSS conducted a compliance review covering the
first phase of SB 14’s implementation (Family Reunification and Perma-
nent Placement). The review consisted of a detailed study of 1,462 ran-
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domly selected family reunification and permanent placement cases. Ac-
cording to the department’s review, counties complied with the case
management and case planning standards to varying degrees. For exam-
ple, counties had completed the required assessment of the family reunifi-
cation cases in 98 percent of the cases reviewed. On the other hand,
counties had failed to comply with standards for (1) developing written
plans for social worker action regarding the case (13 percent of the cases
reviewed), (2) social worker visits with the child (52 percent of the cases
reviewed), and (3) arranging for visits between the child and his or her
parent(s) (52 percent of the cases reviewed). The results of the review
of county compliance with permanent placement regulations are similar.
For example, social workers failed to conduct the required visits with
children in the Permanent Placement program in 44 percent of the cases
reviewed.

Avwailability of Supportive Services Has Been Limited., The Auditor
General sent questionnaires on SB 14 implementation to the counties and
reports that 24 of the 43 counties which responded did not provide all of
the supportive services required by SB 14. In addition, most counties
reported that they limited those services which they did provide. We have
discussed this issue with representatives of several county welfare depart-
ments. Every one of these representatives indicated that supportive serv-
ices would be limited in 1983-84 due to a lack of funding. (The Auditor
General has published his findings on the implementation of SB 14 in his
report, Number P-332, December 1983.) '

Courts Have Complied with Most Case Management Provisions and
Most Court Deadlines Have Been Met. The Auditor General reports
that courts have spent significantly more time reviewing child welfare
cases as a result of SB 14. Moreover, based on our discussions with county
welfare department representatives, we believe that, in general, the
courts are meeting the deadlines established by SB 14.

On this basis, we conclude that implementation of SB 14 has been
incomplete in several areas. We recognize that SB 14 has brought about
major changes in the child welfare services system and in the overall
emphasis of the QCSS program. As a result, some delay in implementation
is to be expected. Nevertheless, we are concerned about the implications
of these delays. It is unlikely, for example; that the goals of the Family
Reunification program—to safely reunite abused children with their fami-
lies—can be fully achieved so long as social workers: fail to meet the
standards for frequency of parent and child visits. We also note that coun-
ties have cited a lack of funding as the reason for the delays in implementa-
tion. '

Adequacy of Funding in 1983-84 for the OCSS Program

The 1983-84 budget includes $230,602,000 ($14,549,000 General Fund,
$164,987,000 federal funds, and $51,066,000 county funds) for the OCSS
program. The department advises that this amount is adequate to fund all
of the OCSS activities and services required by state law, including those
required by SB 14. However, every county welfare department represent-
ative we have spoken with has indicated that the fungs provided in 1983
84 are not adequate. Moreover, 26 of the 46 counties which responded to
the Auditor General’s survey reported that they had insufficient staff to
implement SB 14. - '

We believe three factors may explain the discrepancy between the
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counties’ and the department’s assessments of the adequacy of funding for
the OCSS program in 1983-84:

o The counties generally have granted their employees COLAs that are
larger than what the state has agreed to fund (generally, the percent-
a%le inerease in salaries granted state employees)

o The counties have not allocated as large a percentage of total OCSS
funding for child welfare services as the department estimates that
they need to spend on these services.

¢ The department’s and the counties’ estimate of the funding required
to pay for implementation of SB 14 may differ with respect to techni-
cal issues regarding caseload measurements and workload standards.

COLA Csp. One potential reason for the difference between the
department and the counties regarding funding adequacy has to do with
the way the department has treated county-granted cost-of-living in-
creases. Specifically, the department’s estimate of what it will cost to
implement SB 14 is notbased on actual cost-of-living adjustments (COLA)
granted by counties for social worker salaries and other operating ex-
penses. Instead, the estimate is based on the costs of social worker salaries
and other ©operating expenses in 1980-81, adjusted for a 6 percent cost-of-
living increase. The department has estimated SB 14 costs in this way
because the Legislature has limited the state’s share of the OCSS COL
to a total of 6 percent since 1980-81. :

Several counties, however, have granted COLAs that are substantially
greater than 6 percent. In fact, the difference in costs between the actual
COLAs granted by the counties and the 6 percent COLA that the state
has agreed to fund is large enough in many cases to explain much of the
difference between the department’s estimate of what SB 14 will cost and
the counties’ estimates. ;

Table 5 shows the significance of the COLA cap on OCSS funding for
five counties. The table shows, for example, that Los Angeles County
would have received an OCSS allocation of $74.5 million if its allocation
had been based on the actual COLAs granted by Los Angeles County. This
is $8.5 million, or 13 percent, more than Los Angeles County’s actual
allocation for 1983-84. This difference is large enough to explain a substan-
tial amournt of the difference between the county’s estimate of SB 14
implemen tation costs and the department’s estimate.

Table 5

Effoct of the COLA Cap on OCSS Allocations to Five Counties
(dollars in thousands)

County COLA 0CSS Allocations—1983-64
Granted  Percent in Estimate
by County  Excess of Assuming no Difference
County Since 1950-81" State Limit Actual COLA Cap® Amount Percent®
San Francisco ....... 27.6% 21.6% $5,909.4 . $7,560.8 $1,651.4 21.9%
Sonoma....eeecciren. 255 195 1,704.9 2,133.6 4287 25.1
Fresno........ . 229 169 4,709.1 5,694.3 985.2 20.9
Alameda.......... . 203 143 7,896.3 9,326.5 '1,4302 18.1
Los Angeles............ 16.2 102 65,911.6 74,4524 8,540.8 13.0

® Represents soeial worker salary and benefit COLAs only. Other COLAs (such as administrative staff
salary and benefit COLAs and price increases for rent, utilities, etc.) may differ from the COLAs
granted to social workers for salaries and benefits. Data provided by county welfare departments.

b Reflects percentage adjustment to total costs, including the county share of costs as well as the state and
federal share allocated by the DSS.

¢ These percentage increases in the allocation exceed the percent by which county COLAs exceed the
state limit. "This is because, under the hold-harmless provision of SB 14, al/increased OCSS costs would
be borne by state and federal funds.
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In an opinion dated December 20, 1983, the Legislative Counsel has
advised us that the DSS has the authority to limit the amount of funds
provided to a county to reflect the COLA limitations established by the
Legislature in prior years. The counsel also advises that, if a county needs
to spend more money for SB 14 services than the amount provided by the
department because the county granted COLAs that exceed the 6 percent
cap, the additional funding must be provided from county sources. The
counsel indicates that this rule would apply even if it results in the county
spending more county funds than its slilare as established by SB 14.

We conclude that the COLA is a major reason for the discrepancy
between the department’s and the counties’ estimates of what it will cost
to implement SB 14. In addition, we conclude that the department’s rec-
ognition of the COLA cap in making its estimate is proper. To the extent
that a county does not have adequate funds to fully implement SB 14
because the county chose to grant COLAs in excess of the legislatively
established 6 péercent cap, it should increase its spending from county
funds in order to bring total funding up to the amount required for com-
plete implementation of SB 14. ‘

County Allocation of Funds Among the Various OCSS Programs.
Another potential reason for the difference in cost estimates concerns the
proportion of OCSS funds that the counties are actually spending on SB
14 services. The department estimates that the child welfare services
component of the OCSS program will cost $168,067,600 in 1983-84. This
represents 73 percent, of the estimated total cost of the OCSS program in
1983-84. The Auditor General reports, however, that counties respondin
to his survey anticipated spending 67 percent of their OCSS funds for chil
welfare services.

It is important to note that at the time the counties prepared their
responses, they ‘did not know how much money they would receive in
state and federal funds for 1983-84. At the time, counties anticipated
spending $217,513,800 for the OCSS program, which is $13.1 million less
than the department now estimates counties will have available. Even
assumin% that counties would use all of the additional $13.1 million for
child welfare services, they would spend $158.2 million for child welfare
services in 1983-84. This is approximately $9.9 million less than the depart-
ment estimates that they need to spend in order to fully implement SB 14.
Thus, we conclude that another major reason that counties believe that
they have received inadequate funding to fully implement SB 14 is that
the counties have not allocated enough of the total OCSS funding available
to child welfare services.

Technical Issues Regarding the Department’s Estimate of SB 14 Costs.
We have identified two technical issues regarding the department’s esti-
mate of SB 14 costs that may explain part of the difference between the
department’s and the counties’ estimates of implementation costs:

o Caseload Measurements. It is unclear whether the statewide case-
load figures used by the department to estimate the statewide costs
for the Emergency Response and Family Maintenance programs are
reliable. In estimating the costs of these programs, the department
used, in part, caseload statistics for the Child Protective Services
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(CPS) program which SB 14 eliminated. The department has indicat-
ed that these CPS caseload statistics are not reliable on a county-by-
county’ basis. If this is true, it is uncertain whether the statistics are
reliable on a statewide basis. To the extent that the current caseload
measurements underestimate actual caseloads, the department’s esti-
mate of the costs of SB 14 would be too low. The Department current-
ly is developing a system for measuring caseloads in these programs.

e Social Worker Workloads. The estimates of the department and
the counties also may differ because of differing assumptions regard-
ing the number of cases a social worker can carry, given the require-
ments of SB 14. Several counties have provided us with information
on the number of cases they believe a social worker can carry and still
meet the requirements of SB 14, We have compared these county
workload standards with the workloads which are implied in the de-
partment’s estimates of the costs for the Emergency Response, Fam-
ily Reunification, and Permanent Placement programs. Our review
indicates that the department and the counties are in agreement with
respect to the number of cases which emergency response and family
maintenance workers are able to carry. On the other hand, the de-
partment’s estimate of the number of cases which a permanent place-
ment worker can carry (55.1) is substantially Yligher than the
estimactes of many counties. Los Angeles County, for example, advises
that permanent placement workers cannot perform all the activities
required by SB 14 if their caseloads exceed 35 cases per worker.
Neither the department nor any county we have contacted has been
able to estimate the number of cases which the average family main-
tenanece worker should be able to carry.

The significance of these technical issues is illustrated in Table 6. The
table shows that the department’s estimate of the costs of SB 14 has
changed substantially since the measure was enacted. Specifically, the
table shows that the current estimate of costs in 1983-84 is 8.8 percent
higher thamn the department’s August 1982 estimate of the same costs. (The
August 1982 estimate was the last estimate available to the Legislature
before it enacted SB 14 into law in September 1982.) Based on our review,
we conclude that this increase in the department’s estimate is primarily

Table 6

Departsment of Social Services’ Estimate of Child Welfare Services Costs
Has Increased Substantially

{in millions)
Child Welfare Services Costs
» 198182  1982-83  1983-84 1958485

1. Actual costs prior-to SB 14 $133.8 — - -
2. DSS estimatea—August 1982 ..........curvermeccereermesersnmnonnes — $135.7 $154.5 —
3. DSS estimate—May 1983 — 137.5 162.7 —
4. DSS estimate—January 1984.........ccooneccnmmrvsnrmsnsiseissens - 1458 168.1 $1824
5. Increase from August 1982 estimate

Amount . — $10.1 $13.6 —

Percent.. .. — 74% 88% —
6. Increase over 1981-82 costs )

Amount .. — $12.0 $34.3 $48.6

Percent.. — 90% 25.6% - 36.3%

SOURCE: Degzartment of Social Services
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attributable to technical changes in the estimates of caseloads and the
number of cases which the average worker can carry. These technical
changes to the department’s estimate have somewhat reduced the dis-
crepancy between the department’s and the counties’ estimates. As better
caseload and workload information becomes available, it is possible that
the department will make additional technical adjustments to its estimate
and thereby further reduce the difference between its estimate and the
counties’ estimates of the costs of SB 14.

" Cost Control System Could Reduce the Confusion
About the Costs of Child Welfare Services

We recommend that the Legislature amend the companion bill to the
1984 Budget Bill to specify that counties shall receive two allocations for
OCSS, consisting of (1) an allocation for child welfare services and IHSS
administration and (2) an allocation for information and referral, adult
and optional services. We further recommend that the Legislature adopt
Budget Bill language specifying that funds appropriated for child welfare
se;rw'ces and IHSS administration shall be allocated based on a cost control
plan,

The 1983 Budget Act required the department to submit to the legisla-
ture a plan for developing a cost control system for the OCSS program.
The act specified that the system should include “caseload measurements
and workload standards for each of the OCSS services designed for use in
budgeting for the OCSS program on a statewide basis, as well as for
allocating OCSS funds to the counties.”

The department submitted its plan in January 1984. The plan proposes
the development of an OCSS cost control system by December 1987. We
believe, however, that an OCSS cost control system should be developed
for use beginning in 1984-85 for the following reasons:

e A Cost Control System Would Improve County Implementation of
SB 14, As noted above, the major reason cited by counties for the
delay in fully implementing SB 14 is lack of funding. We believe that
there are two major reasons for the counties’ perception that SB 14
is not adequately funded: (1) counties have granted COLAs to their
employees that exceed the amount in which the state has agreed to

articipate and (2) counties have allocated less of the total OCSS

unding for child welfare services than necessary, as indicated by the
department’s estimate. A cost control system would give the depart-
ment the ability to resolve these issues by (1) specifying the amount
of each county’s total OCSS allocation to be used for each of the OCSS
programs and (2) providing clear direction to the counties regarding
the effect of the COLA cap.

o A Cost Control System Would Provide a Basis for Resolving the Tech-
nical Issues Concerning the Department’s Estimate of the Costs of SB
14. As noted above, the department’s estimate of SB 14 costs has
increased substantially, as a result of technical changes underlying the
estimate. Our analysis indicates that some technical issues concerning
the department’s estimate remain unresolved. A cost control system
based on caseload measurements and workload standards could pro-
vide the basis for resolving these issues.

o Child Welfare Services Costs Have Increased Substantially Since the
Enactment of SB 14. Table 6 shows that the proposed cost of
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child welfare services in 1984-85 is $48.6 million, or 36 percent, higher
than the cost of pre-SB 14 child welfare services. This increase is
especially significant in light of the fact that it is almost entirel
attributable to increases in the baseline costs of the program. The 011}}]/
COLA included in the increase is the 2 percent COLA proposed for
1984-85. We believe that a cost control system would provide the basis
for ensuring that future increases in this program’s costs are (1) neces-
sary in order to provide services at the levels required by law and (2)
commensurate with the Legislature’s willingness to pay for these
services. :

Development of a Child Welfare Services and IHSS Administration Cost
Control Plan for 1984-85 is Feasible. The department’s cost control
report indicates that an OCSS cost control plan cannot be developed
before December 1987. Our analysis indicates that the primary reason for
this lengthyy development period is the need to develop minimum service
delivery standards for the information and referral, adult services, and
optional services components of the OCSS program. Under current law,
counties have broad discretion in determining both the nature and the
amount of service that they provide under these programs.

We agree that developing minimum service requirements for these
three programs would require a considerable amount of time. In addition,
current law requires the department to give counties as much flexibility
as possible in providing these services and, therefore, the development of
minimum service standards for these programs would require the enact-
ment of legislation.

In order to be effective, an OCSS cost control system would have to
address the question of the appropriate level of funding for these pro-
grams. One way to accomplish this would be to budget and allocate funds
for these programs separately from funds for child welfare services and
IHSS administration. The current OCSS allocation to counties is actually
a combination of a block grant (for information and referral, adult serv-
ices, and optional services) and a categorical grant (for child welfare
services and ITHSS administration, both of which are governed by very
detailed and specific minimum service level requirements). Separating
the current OCSS allocation into two different allocations woulg:

o Make It Possible to Develop a Child Welfare Services and ITHSS Ad-
ministration Cost Control Plan for Use in 1984-85. This is because
minimum service level requirements for these programs already exist
in current law and regulation. Moreover, the department currently
estimates the costs of these programs each year, based on existing
service requirements and caseload projections.

o Allow Counties to Retain The Flexibility They Now Enjoy in Provid-
ing Information and Referral, Adult and Optional Services. The

budc%et proposes to fund these programs in 198485 at the current
funding level (as estimated by the department). Allocating these
funds separately from the funds provided for child welfare services
and THSS administration would ensure that the counties use the funds
for the general purposes for which the Legislature provides them. At
the samne time, it would allow the counties to retain the discretion
they mow have regarding the nature and amount of services to be
providied under each of the three programs covered by the block
grant.

Based ora the above, we conclude that the department would be able to




1280 / HEALTH AND WELFARE Item 5180

SOCIAL SERVICES PROGRAMS—Continued

develop a cost control plan for child welfare services and THSS administra-
tion for use in 1984-85. Qur analysis indicates that such a plan would
reduce the confusion that exists regarding the adequacy of funding for SB
14, and thereby improve the counties’ implementation of SB 14. Moreover,
we believe that an OCSS cost control plan would provide the basis for
controlling the costs of the OCSS program in the future within the
amounts that the Legislature appropriates.

Therefore, we recommend that the Legislature amend the companion
measure to the 1984 Budget Bill to specify that counties shall receive two
allocations for OCSS, consisting of (1) an allocation for child welfare serv-
ices and THSS administration and (2) an allocation for information and
referral, adult and optional services. We further recommend that Items
5180-151-001 (a) and 5180-151-866(a) of the 1984 Budget Bill be modified
to separately identify the amounts appropriated for (1) child welfare
services and IHSS administration and (2) information and referral, adult,
and optional services. ’

We further recommend that the Legislature adopt Budget Bill language
requiring that the funds appropriated for child welfare services and IHSS
administration be allocated to the counties based on a cost control plan to
be prepared by the department which utilizes the same caseload measure-
ments and workload standards that the department uses to:estimate the
costs of this program. The following Budget Bill language is consistent
with this recommendation:

“The funds appropriated for the child welfare services and IHSS admin-
istration components of the OCSS program shall be allocated to the
counties based on a cost control plan. In preparing the cost control plan
for 1984-85, the department shall use the caseload measurements and
workload standards used in its most recent estimate of the costs of the
child welfare services and IHSS administration components of the OCSS
program to the extent that the estimate is consistent with the appropria-
tions for these programs contained in this act.”

Cost Control Plan Should Be Flexible

We recommend that the Legislature adopt supplemental report lan-
guage directing the department to develop a cost control plan for 1954-85
that provides for as much county flexibility in determining the use of
funds provided for child welfare services and IHSS administration as is
consistent with current law and regulation. ‘

In its cost control report to the Legislature, the department noted that
local service needs vary widely among counties. Specifically, the depart-
ment noted that “service delivery time and the number of services deliv-
ered depend on the number and location of district offices, the physical
size and terrain of the county, the availability of charitable or volunteer
service organizations, the amount of outreach and variation in county
organization, etc.” We agree that these factors play a significant role in
determining each county’s costs.

In the long-run, a cost control system might be developed that could
explicitly account for these factors. It is unlikely, however, that the depart-
ment could develop such a plan for use in 1984-85. It is therefore impor-
tant that the 1984-85 cost control plan allow counties the maximum
amount of flexibility in determining how to use the funds available for
child welfare and IHSS administration services, consistent with current
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law and regulation. For example, counties should be free to determine
how much of the available funding will be used to purchase supportive
services and how much will be used to fund socia? worker FTEs. We
therefore recommend that the Legislature adopt supplemental report
language directing the department to develop a cost control plan for
1984-85 that provides for as much county flexibility in determining the use
of the funds provided as is consistent with current law and regulation. The
fiollowing supplemental report language is consistent with this recommen-
ation:
“The child welfare services and IHSS administration cost control plan
for 1984-85 shall provide counties with as much flexibility in determin-
ing how to use the funds provided for these programs as is consistent
with current law and regulation. The plan shall advise the counties of
the caseload measurements and workload standards that the depart-
ment used in developing the plan but shall allow counties to determine
their own social worker workloads according to local needs and condi-
tions, consistent with the funding available and to the éxtent that the
minimum service levels established in current law and regulation are
provided.”

County Match for the Other County Social Services Program

We reeommend that the Legislature amend the companion bill to the
1984 Budget Bill in order to require that all counties pay 25 percent of the
total costs of the Other County Social Services (OCSS) program (Potential
Savings to the General Fund: $9,522,000).

As noted above, the counties will pay approximately 21 percent (assum-
ing a 2 percent COLA) of the costs of the OCSS program in 1984-85. This

. is because SB 14 limits the counties’ costs to a specified dollar amount.

Our analysis indicates that the dollar limit on the county share of costs
(1) does not promote sound management of the OCSS program and (2)
results in substantial inequities among counties with respect to the distri-
bution of state and federal funds.

1. The Dollar Limit Does Not Promote Sound Management of the
OCSS Program. The county match limit established by SB 14 was de-
signed to guarantee that no county would ever be required to pay for any
of the costs of the new programs created by SB 14. As a result of this limit,
however, all future increases in the costs of the OCSS program (includin,
costs that cannot be attributed to SB 14) will be borne by the state an
federal governments. In fact, under SB 14, the counties wilf,pay in 1990-91
the same dollar amount as they paid in 198081 (excluding cost-of-living
increases). Consequently, under existing law, counties have little or no
fiscal stake in controlling the costs of the OCSS program. :

Counties will continue to have an incentive not to spend more than the
total of federal and state funds allocated to them plus the county share.
This is because any spending above the total allocation will have to be
financed entirely with county funds. The incentive to control spending,
however, is not the same as an incentive to control costs. This is because
counties may reduce service levels to the extent necessary to maintain
spending within the amount available from state and federal funds and the
required county match. As discussed above, counties cite inadequate fund-
ing as the major reason for the incomplete implementation of SB 14.

To a great extent, the costs of providing the services required by SB 14
and other state laws will be determined by the counties because they have -
far more eontrol than the state over such important cost factors as salaries,
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overhead and indirect costs, and worker productivity. By making the state
and federal government responsible for funding the increased costs of the
OCSS program, SB 14 removes a major incentive for efficiency from the
level of government which has the greatest ability to control costs. In the
long run, such an arrangement is untenable because it will probably put
the Legislature in the position of choosing between sharp increases in
General Fund costs an(F reduced service levels.

2. The Dollar Limit Results in Substantial Inequities in the Distribution
of State and Federal Funds. The county match limit created by SB 14
results in a distribution of state and federal funds among counties that is
questionable from the standpoint of equity. During 1983-84, 11 counties
received state and federal funds sufficient to pay for 75 percent of the costs
of their OCSS program. The remaining 47 counties, however, received
state and federal funds sufficient to pay for approximately 78 percent of
the costs of their OCSS program. In fact, several counties received state
and federal funds amounting to 80 percent of total costs. We know of no
reasons that the taxpayers of the 11 counties that will receive state and
federal funds totaling 75 percent of the cost of the OCSS program should
be asked to subsidize the taxpayers of the 49counties that will receive state
and federal funds totaling 78 percent (or more) of the costs of the OCSS
program.

For these reasons, we recommend that the Legislature amend the com-
panion bill to require that all counties pay 25 percent of the total costs of
the OCSS program. This represents the county share of costs prior to the
enactment of SB 14. If adopted, this recommendation would allow a reduc-
tion of $9,522,000 in the aimount of General Fund support budgeted for the
OCSS program. This amount of General Fund support would not be need-
ed as a result of the increased county funding for the program that would
result from requiring counties to pay for 25 percent of the program’s total
cost. This reduction'would not affect the total amount of funding available
for the OCSS program.

Child Abuse Prevention Projects Duplicate Services
Provided Through the OCSS Program

We recommend that the Legislature adopt Budget Bill language speci-
Fing that a county’s allocation of OCSS funds shall be reduced to reflect
the availability to the county of appropriate services funded by the Gen-
eral Fund through the Child Abuse Prevention program.

Chapter 1398, Statutes of 1982 (AB 1733), established a new child abuse
prevention program. Under the provisions of Chapter 1398, funds for child
abuse prevention are awarded to contractors on a competitive bid basis.
At the time this analysis was prepared, the department had issued 178
contracts for child abuse prevention programs.

Some of the services provided under this program are similar to the
‘supportive services provided through the emergency response and family
maintenance programs. Specifically, the new child abuse prevention pro-
gram supports family counseling, respite care, teaching and demonstrat-
ing homemakers, and temporary in-home caretakers, all of which counties
are required to provide under the Emergency Response and Family Main-
tenance programs. The children and families served through the Child
Abuse Prevention program include children and families who receive
services through the Emergency Response and Family Maintenance pro-
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grams, as well as children and families referred from other sources. -

The budget includes $6,427,000 in General Fund support for the Child
Abuse Prevention program in 1984-85. In addition, the budget includes
$246,000 in federal funds for child abuse prevention demonstration
projects. Finally, the department estimates that $2,573,000 of the original
$10.0 million appropriated by Chapter 1398 for the Child Abuse Preven-
tion program will remain unexpended at the end of 1983-84, and will
therefore be available for expenditure in 1984-85. Thus, the total amount
of General Fund support proposed for child abuse prevention programs
in 1984-85 is $9.0 million—$6.4 million proposed in the budget and $2.6
million awailable from the original appropriation from the General Fund
included in Chapter 1398. The estimated $2.6 million is proposed for reap-
propriation in Item 5180-490. '

We recommend approval of the proposed funding for these child abuse
prevention programs. We are concerned, however, that the funds budget-
ed under the Family Maintenance and Emergency Response programs
may duplicate the funds provided through the Child Abuse Prevention
program. ,

The DSS has not reviewed the 178 child abuse prevention contracts that
have been issued to date to ensure that the funds provided to contractors
for serviees do not duplicate funding provided to county welfare depart-
ments for the same services under the Emergency Response and Family
Maintenance programs. We believe, however, that some duplication does
exist. For example, we reviewed 13 child abuse prevention contracts and
found that three of them required the contractor to provide supportive
services Zdentical to those that county welfare departments are required
to provide under the Emergency Response and Family Maintenance pro-
grams. Of the three contracts, two specified that the contractor could
provide these services only to clients referred by the county welfare de-
ﬁartment, and the other required that the contractor give such clients a

igh priority. = ,
. The budget includes $22.3 million from all funds for the costs of support-

ive services under the Emergency Response and Family Maintenance
programs. This amount is based on the department’s estimate of the costs
of the supportive services that counties are required to provide. To the
extent that county welfare departments qrovide the required services
through eontracts funded from the General Fund under the Child Abuse
Demonstration program they will not need to spend General Fund mo-
nies prov-ided for the same purposes under the Emergency Response and
Family Maintenance programs.

We therefore recommend that the Legislature adopt Budget Bill lan-

uage specifying that a county’s allocation of OCSS funds shall be reduced,
%y an ameount to be determined by the department, to reflect the availabil-
ity to the county of appropriate services funded by the General Fund
through the Child Abuse Prevention program. The following Budget Bill
language is consistent with this recommendation:

“The department shall reduce the amount of a county’s allocation of
OCSS funds by an amount to be determined by the department, to
reflect the availability to the county of appropriate contracted services
funded through the Child Abuse Prevention program created by Ch

- 1398/82. Any reduction made pursuant to this provision shall be deemed
to be made from the state General Fund share of the affected county’s
allocation and shall not be reallocated for any other clpurpose but shall
remain unexpended and revert to the General Fund.”
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IN-HOME SUPPORTIVE SERVICES

The In-Home Supportive Services (IHSS) program provides specified
services to eligible aged, blind, and disabled persons for the purpose of
enabling them to remain in their own homes when they might otherwise
be institutionalized in boarding or nursing facilities. Two broad categories
of services are available within the IHSS program: (1) domestic and relat-
ed services and (2) nonmedical personal services. Domestic and related
services include routine cleaning, meal preparation, shopping, and other
household chore services. Nonmedical personal services include feeding,
bathing, bowel and bladder care, and other services. In addition to these
categories, recipients may also be eligible to receive essential transporta-
tion services, yard hazard abatement and heavy cleaning, protective
supervision, teaching and demonstration, and paramedical services.

Currently, county welfare departments administer the IHSS program.
Each county may choose to deliver services in one or a combination of
three ways: (1) directly, by county employees, (2) by private agencies
under contract with the counties, or (3) by individual providers hired
directly by the recipients. The most common delivery method involves
the use of individual providers who, the department estimates, will deliver
77 percent of IHSS case-months in 1983-84. '

Current-Year Expenditures

The department estimates that in the current year, there will be a
funding shortfall of $3,268,000 in the IHSS program.

We believe the department has underestimated the extent to which the
IHSS program is underfunded in the current year. This is because the
department assumes that $771,000—which it estimates will not be expend-
ed for a discretionary COLA to IHSS providers—can be used to offset the
program deficit. The 1983 Budget Act, however, restricted the use of
COLA funds to wage and benefit increases for IHSS providers. Any funds
not spent for this purpose will revert to the General Fund. Therefore, our
estimate of the funding shortfall in the current year is $4,039,000 ($3,268,-
000 + $771,000).
¢ The current-year funding shortfall is caused primarily by the following

actors:

o Program Changes. - During deliberations on the 1983 Budget Bill,
the Legislature made significant changes to the IHSS program (these
changes are discussed below). The bil%however, did not contain ade-

vnate funds to finance these changes. The DSS estimates that the
changes will cost $1,385,000 ($1,247,000 General Fund and $138,000
county funds) in the current year.

o Funding Transfer. The Department of Finance transferred $1.6
million of federal Jobs Bill (PL 98-8) money from the IHSS program
to the OCSS program during the current year. Because the counties
are required to match state-appropriated funds for the IHSS program,
the net impact of this transfer on the IHSS program is a reduction of
$1,765,000 for support of the program in the current year.

o Funds Vetoed. The Governor vetoed $589,000 in General Fund
support for the program. The Legislature had augmented the pro-
gram by $589,000 above the Governor’s proposed funding level in
order to fund the basic program.
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Because of this funding shortfall, counties will have to reduce services
to IHSS clients in order to stay within the amount of funds appropriated
for the current year. We estimate that services must be reduced by 2.5
hours, on average, for each IHSS client during each of the last four months
o}f1 th(fe 1<1:urrent year in order to compensate for the estimated funding
shorttall.

Budget Year Proposal

The budget proposes a General Fund appropriation of $149,493,000 for
the THSS program in 1984-85. Included in this amount are funds proposed
under Item 5180-181-001(c) to provide a 2 percent COLA for the THSS
program. The proposed General Fund expenditures for 1984-85 are $29.6
million, or 25 percent, above estimated 1983-84 General Fund expendi-
tures. :

The level of funding proposed to support the IHSS program in 1984-85
is equal to the current-year estimated expenditure level adjusted for (1)
the costs of a court decision ($18.4 million—full-year costs) and (2) the
costs of providing a 2 percent COLA to the program ($6.1 million).

Chart 1 shows the cost-sharing relationships for the IHSS program, for
the period 197677 through 1984-85. The county share of costs since 1980—
81 is not displayed in the chart, although county funds are included in the
estimates 0? total expenditures.

Chart 1 :
Expenditures for In-Home Supportive Services Continue to
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Chart 1 shows that the budget proposes to allocate less federal funds to
the IHSS program in 1984-85 than what has been allocated in the current
year. (These funds have been directed to support the OCSS program in
1984-85.) The chart also'shows that the budget proposes to increase Gen-
eral Fund support for the program.

The department estimates that an average of approximately 107,775
individuals will receive THSS services each month in 1984-85. This is an
increase of 6.5 percent over estimated monthly caseloads in the current
year. The cost of funding projected budget-year caseloads at current-year
service levels would be $330,793,000. The administration proposes $314,-
431,000 in total funding for the program. Of this amount, $308,354,000 is
available to support basic program costs and $6,077,000 is for a 2 percent
COLA. In order to remain within the proposed funding level, the counties
would have to reduce the level of services provided to IHSS clients by
$22.439,000, or 6.8 percent, if the budget is approved as submitted. This
means reducing services to the average client by approximately 4.3 hours
each month. The size of the service reductions in each county would vary
because (1) counties utilize different modes of delivering services to cli-
ents, (2) the average hourly cost of these modes varies considerably, and
(3) various counties may implement service reductions at different times
during the year.

As Table 7 indicates, the budget assumes that counties will commit $5.5
million to the IHSS program in 1984-85. The extent to which counties will,
in fact, share in the cost of providing the level of service proposed in the
budget for 1984-85 depends on whether actual program costs exceed the
amount of state and federal funds appropriated for IHSS in the budget
year.

Table 7
In-Home Supportive Services
Proposed Funding by Source
1982-83 through 1984-85
(in thousands)

i Actual Estimated Proposed

Funds 1982-83 1983-84 1984-85*
General $117,157 $119,931 $149,493
Federal 153,110 173,804 159,463
County 1214 3,681 5,475
Totals $271,481 $297.416 $314,431

2 Includes the cost of a 2 percent COLA budgeted under Item 5180-181-001 (c).

Assessment of Eligibility and Client Need

Individuals who apply for services under the IHSS program must meet
both the program’s basic eligibility requirements and need criteria. Eligi-
bility for the IHSS program is tied closely to eligibility for the SSI/SSP
program. An individual can quality for IHSS services if he/she:

1. Is a recipient of SSI/SSP;

2. Meets all SSI/SSP criteria, but is not receiving SSI/SSP grants;

3. Was once eligible for SSI/SSP, and although now performing substan-
tial gainful activity, still has the disability that was once the basis for
his/her eligibility; or

4. Meets all other SSI/SSP eligibility criteria, but has an income which,
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although higher than the SSI/SSP payment standard, is not sufficient to
pay the full cost of IHSS services. These individuals are required to pay
a share of the cost of the services provided.

Assessment of Need. If an individual is found to be eligible to re-
ceive services, a county social worker or assessment worker visits the
individual in his/her home. The purpose of this visit is to determine
whether the individual is in need of services. County social workers deter-
mine the type and level of IHSS services an individual needs in order to
remain safely in his or her home. In addition to the initial determination
ff need made by the county, each recipient must be reassessed periodical-
y.
Severely and Nonseverely Impaired Recipients. Individuals may
qualify for THSS services as either nonseverely impaired or severely im-
paired. Individuals who require 20 hours or more each week of specified
services are considered toqbe “severely impaired.” In the current year,
severely impaired individuals are eligible for a service award of up to $872
each month.

Individuals requiring less than 20 hours of the specified services each
week are considered nonseverely impaired. In 1983-84, the nonseverely
impaired client is eligible for a maximum service award of $604 per month.

Varfation in Assessed Needs. State law requires that THSS tasks be
performed for clients only when they are necessary to preserve the health
and safety of the individual within his or her home.

In order to ascertain the services required by a client, social workers ask
questions of the client concerning his or her level of impairment and the
extent to which other resources are available to provide for the person’s
needs. A standard departmental form is used by counties for this task.
Social worker interpretation of need in various counties, however, is not
standardized. This is because few strict measures of need are used by
counties; instead the social worker is expected to use professional judg-
ment in determining (1) the degree to which the client’s level of frailty
or disability warrants IHSS and (2) what constitutes healthful and safe
living conditions. Moreover, the degree to which one client is impaired is
not formally measured against the degree of impairment of other clients
in order to determine an equitable number of service hours.

Significant Legislative Changes Made in The IHSS Program

The Legislature made significant changes in the THSS program through
enactment of Ch 323/83 (companion bi%l to the 1983 Budget Act). Tie
specific changes include the following:

1. Use of Time for Task Standards Prohibited for Certain Services.
Chapter 323 prohibits counties from using time-for-task standards when
determining how many hours of certain services an IHSS client can re-
ceive. Specifically, counties cannot use time-for-task standards for non-
medical personal services, meal preparation, meal cleanup, and
paramedical services.

2. Additional Services Are Used in Determining Severe Impairment.
Chapter 323 expanded from 7 to 14 the list of services used when deter-
mining if an individual is severely impaired for purposes of qualifying for
the IHSS program. :

3. Spouses Can Be Paid to Provide Certain Services. Chapter 323
increased the number of services for which the spouse of an THSS client
can be paid. As a result of Chapter 323, the spouse can be paid, under
certain circumstances, for providing medical transportation and protec-
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tive supervision to the IHSS client. Previously, a spouse could be paid only
for providing nonmedical personal care services and paramedical services.
The department estimates that this change will increase the costs of pro-
viding medical transportation services iy $785,000 ($707,000 General
Fund and $78,000 county funds) in 1984-85. The department informs us
that the costs of providing protective supervision have been estimated as
part of a recent court decision. This decision is discussed below.

4. Notice of Action Must Be Sent to IHSS Recipients. Chapter 323
requires that the county welfare department send a notice of action con-
taining specified information to the IHSS client whenever there is a
change in the number of hours of authorized service. Previously, state law
required a notice of action, but did not specify the type of information that
the notice must contain. ‘

Two Court Decisions Affect Program

During the current year, two court cases have been decided that affect
the IHSS program. In the first case, Bonnette v. California Health and
Welfare Agency, the court ruled that, where IHSS services are provided
through the individual provider mode, the DSS and the counties, along
with the client, are joint employers of the IHSS provider. This case result-
ed in increased costs of $136,910 for the payment of back wages to the
plaintiffs and the payment of plaintiff’s attorney fees. The department
does not anticipate ongoing costs associated with this decision.

In the second case, Comrnunity Services for the Disabled v. Woods, the
court ruled that any housemate, regardless of his or her relationship to the
client, is eligible for payment as an IHSS provider when providing protec-
tive supervision. The (i:gartment estimates that in the current year, this
decision will increase costs in the THSS program by $8.8 million. In 1984-85,
the decision will cost $18.4 million. Of this amount $16.6 million represents
the cost to the General Fund and $1.8 million is the cost to counties in
increased matching requirements. The budget proposes to offset the Gen-
eral Fund cost of the decision in 1984-85 by $12.9 million in federal funds.

Cost-of-Living Increase for 1983-84

The 1983 Budget Act included $7,454,600 in General Fund monies to
provide a 3 percent COLA to IHSS providers. The county match for the
3 percent COLA is $828,400. Thus, the total amount of funds available for
a 3 percent COLA in 1983-84 for IHSS providers is $8,283,000. The depart-
ment now estimates that counties will approve COLAs to providers total-
ing $7,512,000 ($6,761,000 General Fund and $751,000 county funds). This
is $771,000 less than the amount available for support of the provider
COLA in the current year.

Department May Have Underestimated Amount of Unspent COLA.
The department assumes that all counties will provide COLAs to THSS
providers in the current year. The initial IHSS expenditure plans submit-
ted by counties, however, indicate that 35 counties do not plan to provide
COLAs to THSS providers in 1983-84. These counties initially were allocat-
ed $2.2 million in COLA funds. To the extent that these counties provide
no COLAs to IHSS providers in the current year, the amount of unspent
COLA funds could reach $2.2 million. The extent to which counties will
provide a COLA in 1983-84 will not be known until the counties submit
revisions to their IHSS plans in February 1984.

Legislature Restricted Use of COLA Funds. The 1983 Budget Act
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~ directs the department to ensure that COLA funds are used for wage and

benefit increases only. Prior year budget acts did not restrict the use of the
COLA funds. As a result, the department added the COLA funds to the
“basic” program funds when it allocated funds to the 58 counties. The
counties, in turn, could spend the funds in support of any wage and benefit
increases the county had granted or, alternatively, in support of basic
program costs. Thus, counties were able to expand their THSS program
with funds that the Legislature had appropriated to support provider
wage and benefit increases.

As aresult of the 1983 Budget Act, counties are not able to use provider
COLA funds to support basic program costs in the current year. Any
COLA funds not used for wage and benefit increases for IHSS providers
will revert to the General Fund. ‘ '

Cost-of-Living Increase for 1984-85 :

The budget proposes $5,469,000 from the General Fund to provide a 2
percent increase in (1) the maximum allowable monthly payments pro-
vided under the IHSS program ($326,000) and (2) salary increases to IHSS
providers ($5,143,000). If the budget proposal is approved, the maximum
grant for a nonseverely impaired recipient will increase from $604 in
1983-84 to $616 in 1984-85. The maximum grant for a severely impaired
client will increase from $872 in the current year to $889 in the budget

. year.

General Fund Cost of Proposed IHSS COLA Is Underbudgefed.v

We withhold recommendation on $5,143,000 requested to fund a 2 per-
cent cost-of-living increase for IHSS providers, pending the May revision
of expenditures, :

The budget proposes $5,143,000 in General Fund support for a 2.0 per-
cent COLA to IHSS providers in 1984-85. In estimating the amount of the
COLA, the department assumed that program costs would total $289,910,- -
500 in the buj)get year. The budget, however, proposes expenditures of
$308,354,000 for the THSS program in 1984-85. This is $18.4 million more
than the base on which the COLA was calculated. Calculating the COLA
on the increased base results in the need for an additional $332,000 from
the General Fund. The department informs us that this error will be
corrected in the May revision of expenditures. Therefore, we withhold
recommenedation on $5,143,000 budgeted in Item 5180-181-001(c) to fi-
nance a 2.0 percent COLA for IHSS providers pending the May revision
of expenditures. . .

EFFECTS OF SB 633
ON COUNTY ADMINISTRATION AND CLIENT SERVICES

Chapter 69, Statutes of 1981 (SB 633), made significant changes in the
IHSS program. As a result of these changes, the county share of costs has
increased and the rate of growth in the state’s cost of the program has
slowed. In addition, some observers maintain that SB 633 has created
incentives for counties to limit services to clients.

Changes in the IHSS Program Made by SB 633

alSlenate Bill 633 made significant changes in the IHSS program. Specifi-
cally, it: ]

o Eliminated Comfort as a Basis for Assessing Services. In 1981-82,

counties were required to eliminate all service hours granted to cli-
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ents for their comfort. Previously, clients were provided services in

order to ensure their health, safety, or comfort. As a result of this

change, clients may only receive services necessary to preserve their
- health and safety.

¢ Required Counties to Share in the Costs of the Program. Coun-
ties must pay 10 percent of the General Fund costs in excess of the
expenditures for the IHSS program in 1980-81 ($255.5 million).
Before SB 633, counties administered the program but were not re-
quired to contribute funds towards its support.

o Authorized Counties to Make Necessary Program Cuts. A county
may reduce services to clients in order to stay within its allocation of
state and federal funds. State law requires that reductions in services
be made in a specified order. Prior to SB 633, state law did not provide
for reducing services to clients. As a result, supplemental appropria-
tions had been necessary in some years.

e Required Counties to Submit Expenditure Plans to the DSS.
Counties must submit plans to the department indicating how they
intend to remain within their allocation of state and federal funds for
the year. Previously, counties were not required to submit such plans
and frequently overspent their allocations.

In addition, Senate Bill 633 made other changes in the program. For

example, it limited the number of services for which a spouse could be
paid as an IHSS provider.

Chart 2
Expenditures for the IHSS Program
1981-82 through 198485 (proposed)
(In millions)

Dollars
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Anticipated Service Reductions ©
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2 $5.0 milion in 1981-82 and $8.5 million in 1982-83.
$4.0 million in 1983-84 and $22.4 million in 1984-85.
¢ 1984-85 proposed, including 2 percent COLA.
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Chart 2 shows the funding arrangement that resulted from enactment
of SB 633. The chart shows that counties contribute to the support of the
program only above a set level ($255.5 million). Below this level, General
Fund and federal funds pay for all program expenditures.

Impact of IHSS Funding Mechanism on State and County Expenditures

It appears that SB 633 has been successful in curbing aggregate growth
in the IHSS program. In the period before implementation of SB 633, state
and federal funﬁ expenditures for the program grew at an average annual
rate of 22 percent. Since Eassage of SB 633, the annual growth rate has
slowed to 4.8 percent each year.

Two changes made by SB 633 probably account for much of the decline
in the rate at which IHSS expenditures are growing. First, counties can

reduce services to clients in order to stay within their allocation of federal

and state funds. As Chart 2 shows, counties will need to make service
reductions in the current year in order to remain within the appropriation
for 1983-84. Moreover, the DSS projects that service reductions totalin

- $22.4 million will be necessary in order to stay within the funding leve
proposed inn the 1984-85 budget.

Second, SB 633 requires counties to share in the costs of the IHSS pro-
gram above $255.5 million. As Chart 2 shows, the proportion of the pro-
gram for which counties must pay a share of tﬁe cost has increased
between 1981-82 and 1984-85. Specifically, the counties contributed $1.5
million toward total IHSS program costs in 1981-82, and will contribute
$5.5 million toward the program in 1984-85, as shown in Table 8. The
proportion of the program for which counties have a share of costs has
more than tripled since enactment of SB 633. More important than the
actual amount paid, however, is the fact that—at the margin—counties
have a stake in controlling costs because of the 10 percent matching
requirement.

Table 8

County Share of Costs for the
IHSS Program is Increasing

{in millions)
Total Percent
Expenditures County Funds Of Program
1981-82 . $275.8 $L5 0.5%
1982-83 . 2715 12 0.4
1983-84 . . 2974 3.7 12
1984-85 . . 3144 5.5 1.7

The county share of costs will continue to increase as a result of caseload
growth and programmatic changes. Table 9 shows, for example, the added
county costs in the current year as a result of legislative, judicial, and
administrative changes in the IHSS program.

Effects of IHSS Funding Mechanism on Clients

It is evident that the implementation of SB 633 has given the state a
means of controlling gross expenditures for the program. The ongoing
effect of SB 633 on IHSS recipients is less clear. Table 10 shows that after
the enactment of SB 633, tﬁ)e monthly cost of the average IHSS case
declined to %214 in 1981-82. By 1982-83, the average monthly cost had
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Table 9

Changes to the IHSS Program for the Current Year
Affect County Match Requirements

(in millions)
. Total Cost County Match
Basic Costs $281.3 $2.1
Program Changes :
Spouse-provider payments 14 01
3 percent provider COLA 75 : 0.8
Court cases 88 09
Funds transfer to OCSS —16 —0.2
Subtotals , $16.1 . $16
Total : ' $297.4 $3.7
Percent Increase Above Basic Cost 5.7% 76.2%

fallen to $212. In both the current year and the budget year, however, the
department estimates that the average cost for eaci case will increase. If
the department is correct, this suggests that the decline in the average
monthly cost per case in 1981-82 and 1982-83 may have been due to
one-time adjustments on the part of counties to the implementation of SB
633. Specifically, the reductions may be wholly attributable to the elimina-
tion of comfort services, the limitations placed on payments to spouse
providers, and the cap placed on the number of domestic service hours for
which a client may be assessed.

Table 10

{HSS Average Morithly Cost Per Client
1979-80 through 1984-85

Percentage Change
Cost/Client From Prior Year

Pre-SB 633

1979-80 $181 —

1980-81 222 22.7%
Post-SB 633

1981-82 214 -36

1982-83 212 —09

1983-84 (estimated) * 243 146

1984-85 (proposed) * 252 3.7

* Anticipated program reductions not included.

Some observers maintain that SB 633 has had an adverse impact on
clients. Specifically, these observers believe that counties have restricted
services to clients in order to stay within their allocations. We are unable
to assess the extent to which SB 633 has had an adverse impact on clients.
This is because two other factors also may influence the amount of services
provided to clients. Specifically, (1) the manner in which funds are allocat-
ed to the counties may affect the way in which counties deliver services
to IHSS recipients and (2) there are no statewide standards by which
counties can determine the type and number of hours of services needed
by a client.
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The IHSS Allocation Formula

State and federal funds for the IHSS program are allocated to the 58
counties in a three-step process, as follows: (1) the DSS determines the
percentage of funds that should be reserved in case of emergency, (2) the
DSS allocates the remainder of the funds to the counties, based on an
allocation formula, and (3) counties then submit plans to the DSS that
explain how they will remain within their allocations. The allocation for-
mula used by the department is based on prior-year expenditures by the
county and easeload growth.

Because the allocation formula relies on past expenditures, it favors
some counties and penalizes others. Some county welfare department
staff point out that county efforts to manage the IHSS program in one year
so as to avoid program reductions cause the county to be penalized in the
next year. This is because counties in which fiscal restraint within the
program is emphasized are unlikely to show a growth in either caseloads
or expenditures during the year. This means, in turn, that under the
formula, these counties%ose funds in next year’s allocation relative to other
counties that have had significant caseload or expenditure growth.

Statewide Time-for-Task Standards

Currently, state law mandates the types of services that are available to
recipients urider the THSS program. Within broad guidelines set by the
state, counties (1) determine the manner in which the services are pro-
vided to clients and (2) develop the policies used by social workers to
determine the number of hours that a client will receive. Most. counties
havcle implemented some method of limiting the number of hours granted
to clients. :

One method that has been employed by counties to limit hours to ¢lients
has been the -establishment of time-for-task standards. Under time-for-task
standards, a county specifies the maximum amount of time a social worker
can allow for' a given task. Time-for-task standards, however, vary signifi-
cantly among counties. To the extent that the standards vary among coun-
ties, clients ' in different counties, but with similar disabilities and
impairments, will receive different levels of services.

DSS Coneludes Statewide Standards are Feasible in Certain Services.
The 1983 Bud get Act required the department to report to the Legislature
concerning the feasibility of implementing statewide time-for-task stand-
ards in the IHSS program. The gepartment’s report concluded that state-
wide standards are feasible for those tasks where the individual’s condition
does not determine the length of time necessary to complete the task.
Specifically, the department concluded that the following tasks could be
covered by statewide standards without endangering the welfare of the
THSS client:

Meal preparation

Meal cleanup

Laundry

Food shopping

Other shopping and errands
Bed baths

Bathing

Dressing

Oral hygiene and grooming
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In addition, the DSS report noted that the department has established
a statewide standard for domestic services, as required by current law. As
a result, no more than a total of six hours per month can be granted for
such domestic services as sweeping, vacuuming, dusting, cleaning kitchen
and bath, and storing supplies. This six-hour cap on domestic services acts
as a time-for-task s andarg within which all domestic tasks can be accom-
plished in a manner sufficient to protect the health and safety of the client.

The department also concluded that there are certain services for which
statewide standards should not be implemented. In general, these services
are those where (1) social workers would need to make an excessive
number of exceptions to the standards in order to ensure that the IHSS
client received proper care or (2) no standard could be determined be-
cause the amount of time required to complete the task depends on the
individual client’s disability and level of impairment. According to the
DSS, 14 services offered under the IHSS program do not readily lend
themselves to statewide time-for-task stan args. These services include
(1) accompaniment and essential transportation, (2) bowel and bladder
care, (3) respiration, (4) feeding, (5) ambulation, (6) bed and seating
transfers, (7) repositioning, (8) care and assistance with prostheses, (9)
paramedical services, (10) protective supervision, (11) heavy cleaning,
(12) snow removal, (13) yard hazard abatement, and (14) teaching and
demonstration.

DSS Report Reveals Wide Variations in Assessments For Services
Among Counties. The department’s report provides information on
the extent to which counties vary in their assessment of services for IHSS
clients. For example, Table 11 shows (1) the average number of hours
assessed for clients receiving meal preparation in six counties, (2) the
percent of THSS clients within the county who receive meal preparation
services, and (3) the number of hours of meal preparation each week an
individual could expect to receive in each county.

Table 11
Assessment for Meal Preparation Services
May 1982
Weekly Assessed
Hours Averaged
Average Weekly Percent of Clients Over Total
Assessed Hours Receiving Service Caseload
Los Angeles ) 64 9% 5.1
San Francisco 54 77 42
San Diego 5.6 68 38
Orange 34 68 2.3
San. Bernardino 6.0 40 24
Santa Clara 83 58 48
Average for six cOunties.........mmmmmiann 5.9 65 38

Table 11 shows that the counties vary widely in their delivery of meal
preparation services under the THSS program:

o The Number of Assessed Hours of Meal Preparaion Varies Among
Counties. For example, the “average” IHSS client receiving meal
preparation in Orange County receives 3.4 hours of meal preparation
each week. His or her counterpart in Santa Clara County, however,
receives 8.3 hours of services each week. This is 4.9 hours—or 144
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percent——more than the client in Orange County. '

o The Proportion of County Clients Receiving Meal Preparation Varies
Across Counties. An IHSS client is more likely to receive meal
preparation in some counties than in others. In fact, almost twice as
many clients, proportionately, receive meal preparation in Los Ange-
les (79 percent) as in San Bernardino (40 percent). '

As Chart 3 shows, the number of hours of service that the average client
can expect to receive varies among counties. The chart displays the ex-
pected value of assessed weekly hours of service for meal preparation,
dressing, and grooming. The expected value is based on the average week-
ly assessed hours for the service spread across the total IHSS caseload in
the county. Flor example, in Los Angeles, the average ITHSS recipient could
expect to receive 1.2 hours per week of assistance with dressing and 2.9
hours per week of help with grooming. In contrast, a client in San Fran-
cisco could expect 0.4 hours of dressing aid and 0.6 hours of grooming
services each week.

Chart 3
County Assessments of Client Need Vary for In-Home
Supportive Services Tasks®

Expected Value of Assessment .
Meal Preparation
Hours/Weele D

8-
Dressing

Grooming

Los San
Anigeles Francisco . Orange Bernardino . Santa Clara
3 source: "Report on the Feasibility of Implementing Time-per-Task Standards in the in-Home Supportive .
Servicas Program,” DSS, 1983,

Chart 3 shows that in the case of three services, county assessment
practices vary widely. In fact, data presented in the department’s report
indicates that assessment practices vary widely from county to county for
all tasks for which the department has indicated that statewide time-for-
task standards could be implemented. Chart 4 shows the effect of these
varying assessment practices when applied to all the services for which the
DSS found time-for-task standards to be appropriate. For example, the
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average client in Los Angeles is likely to receive 68.1 hours per month of
service. This is more than twice as much as the average client in San
Bernardino, who is likely to receive only 30.2 hours each month for the
same services.

Chart4 \
Assessments Vary Among Counties for Service Tasks in
Which Time-For-Task Standards are Feasible®

Total Hours/Month®
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Expected value of county
o0 assessment for services
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bTotal expected monthly hours assessed for domestic services, meal preparation, meal ciean-up, laundry, food shopping,
errands, bed baths, dressing, and grooming.

Fiscal Effect of Time-for-Task Standards

We recommend that, prior to the budget hearings, the department pro-
vide the fiscal committees with an estimate of what the fiscal effect would
be from implementing statewide time-for-task standards for specified serv-
ices.

The 1983 Budget Act required the department to include in its report
on time-for-task standards an estimate of what the fiscal effect of such
standards would be on the IHSS program. The department did not pro-
vide the estimate because the report did not propose specific standards
upon which to base such an estimate. The department has advised us that
it has collected data that can be used to provide a gross estimate of the
fiscal effect of establishing statewide standards for those services for which
it believes such standards are appropriate. We believe that such an esti-
mate would be useful to the Legislature in determining the extent to
which the implementation of statewide time-for-task stangards will result
in costs or savings to the program.




Item 5180 HEALTH AND WELFARE / 1297

For this reason, we recommend that, prior to budget hearings, the
department provide the fiscal committees with an estimate of the effect -
that implementing statewide time-for-task standards for specified IHSS
services would have on program costs. These services include meal prepa-
ration, meal cleanup, laundry, food shopping, other shopping and errands,
bed baths, bathing, dressing, and oral hygiene and grooming. The depart-
ment’s estimate should assume that statewide stanggrds are set at (1) the
unweighted average of the weekly hours assessed for individuals across all
counties included in the study, (2) 150 percent of the average for weekly
assessed hours or the highest of the county averages for weekly assessed
hours, whichever is less, and (3) 25 percent of the average or the lowest
of the county averages for weekly assessed hours, whichever is greater.
The department should further assume that counties in which average
weekly assessed hours are greater than these assumed standards would be
required to reduce their assessments to these standards while counties in
which average weekly assessed hours currently are less than these stand-
ards would retain their current average.

Uniform Needs Assessment Process

We recommend that, prior to the budget hearings, the department re-
port to the fiscal committees concerning (1) the time-frame for imple-
menting a statewide uniform needs assessment process, (2) specific
progress made to date in establishing a uniform needs assessment process,
and (3) the extent to which further action is necessary to ensure that
clients with similar needs receive a similar number of service hours.

Social workers determine the extent to which a client needs services
provided by the IHSS program. Social workers determine the need for
services by assessing the client’s level of impairment. The policies and
standards for determining the client’s level of impairment vary greatly
among counties.

In its report on time-for-task standards, the DSS proposes to make the
needs assessment process more uniform by (1) clearly defining the serv-
ices to be provided:by IHSS and (2) esta%lishing rigorous definitions of
need to be applied statewide. In addition, the department anticipates
expanding the statewide payrolling system to provide a case management
data base for the counties. The department asserts that these changes to
the program, coupled with statewide time-for-task standards, will allow
the department to ascertain the extent to which IHSS clients are receiving
appropriate levels of service.

Because the legislature has not been informed of the manner in which
the DSS will implement its proposed changes, we are unable to evaluate
the extent to which these cganges will improve the management of the
program. Therefore, we recommend that, prior to the budget hearings,
the department advise the fiscal committees concerning (1) the time-
frame for implementing a statewide uniform assessment process, (2) spe-
cific progress made to date in establishing a uniform needs assessment
process, and (3) the extent to which further action is necessary to ensure
that clients with similar needs receive like hours of service.
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ACCESS ASSISTANCE FOR THE DEAF

Review of the Deaf Access Program

We recommend that, prior to the budget hearings, the Department of
Social Services submit to the fiscal committees the following:

1. A plan for including in the 1984-85 request for contract proposal
(RFP) specific definitions and standards for specified aspects of the Deaf
Access program. ‘

2. A report concerning progress in promulgating required regulations
and the establishment of service regions.

3. A plan to ensure that centers recoup the costs of interpreter services
provided to public and private agencies.

4. A plan for assessing basic program goals and objectives.

The Deaf Access program, established by Ch 1193/80 (AB 2980), pro-
vides funds for social services to deaf and hearing-impaired persons. The
budget proposes $2,165,000 in General Fund support for the Deaf Access
program in 1984-85. Chapter 1193 requires the Legislative Analyst to
review the Deaf Access program, including the department’s supervision
of the program. In a separate report, we evaluate both the Deaf Access
f)rogram and the department’s administration of it. The recommendations

isted above are contained in that report and are based on the following
findings: »

« When contracting with deaf access centers, the department has failed
to adequately define (1) categories of services to be provided to cli-
ents, (2) staffing, and (3) workload measures. :

o The department has failed to (1) issue regulations which define deaf-
ness and (2) adequately define statewide service regions, as required
by current law.

o The program lacks adequate fiscal controls to ensure that interpreter

. services are reimbursed. Without adequate controls, the state is
absorbing the costs of these services.

o The department has not established reasonable means by which pro-
gram performance can be evaluated. Without adequate perform-
ance measures and valid evaluation techniques, it is not possible to
dletermine the long-term effects of the various centers on the lives of
clients.

ADOPTIONS PROGRAM

The Department of Social Services (DSS) administers a statewide pro-
gram of services to parents who wish to place children for adoption and
to persons who wish to adopt children. Adoption services are provided
through three state district offices, 28 county adoption agencies, and a
variety of private agencies.

There are three components to the Adoptions program: (1) the Relin-
uishment Adoption program, which provides adoption services to chil-
ren in foster care; (2) the Independent Adoptions program, which

provides adoption services to birth parents and adoptive parents when
both agree on placement and do not need the extensive assistance of an
adoption agency; and (3) the Intercountry Adoptions program, which
places children from foreign countries for adoption in the United States.

The Adoptions program is supported primarily from the General Fund.
The General Fung pays for the cost of case work activities provided by the
state and county agencies, and reimburses private adoption agencies for
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placing children who are hard to place due to their physical, mental, or
emotional handicaps or other factors.

Budget Proposes Increased Funding for the Adoption Program in 1984-85

The budget proposes total spending of $30,235,000 for the three adop-
tion programs in 1984-85. This is an increase of $5,762,000, or 24 percent,
over estimated expenditures in 1983-84. Of the amount proposed for 1984
85, $5,807,000 is budgeted in Item 5180-001 for the department’s costs of
(1) administering the Adoptions program and (2) providing direct adop-
tion services through the three state district offices.

The remaining amount ($24,428,000) is proposed for local assistance
(Item 5180-151). It would be used to reimburse (1) county adoption agen-
cies ($24,311,000) and (2) private adoption agencies for relinquishment
adoption services provided to children in foster care ($117,000). Table 12
shows that proposed local assistance expenditures for the Adoptions pro-
gram in 198485 are $5.6 million, or 30 percent, above estimated expendi-
tures for 1983-84. The table shows that most of the increase is due to
anticipated caseload growth in the Relinquishment Adoption program,
which is expected to result from various changes in child welfare services
made by Ch 978/82 (SB 14).

Table 12

Adoptions Program—Local Assistance
Proposed Budget Changes
All Funds
(in thousands)

Adjustments  Totals
1983-84 Revised Expenditures.. . $18,779
1. Baseline Adjustrments
a. Relinquishment adoptions caseload increases due to Ch 978/82 (SB 14)

(1) Increaseel costs of adoptions assessments $164.

(2) Increase casework for children assessed but not served in 1983-84 .. 4,968
Subtotal $5,132
b. Other adjustements $33
c. Cost-of-living increase (2.0 percent) $484
Total baseline adjustments . $5,649
2. Proposed Budget for 1984-85 $24,428

Chapter 978, Statutes of 1982, Will Affect the Relinquishment Adoption Pro-
gram

Chapter 978, Statutes of 1982 (SB 14), made various changes in child

welfare serviees that will affect the Relinquishment Adoption program.
These changes were designed to reduce the number of children who
remain inappropriately in foster care by ensuring that as many of the
children in leong-term foster care placement as possible are p{aced in
adoptive homes. Specifically, this measure requires that:

o An assessment be made of the adoption potential of all children who
have been in foster care for more than one year. - Chapter 978 re-
quires that the staffs of the public adoption agencies and the child
welfare services programs conduct a joint assessment to determine
the adoptability of all children who have been in foster care for more
than one year. While prior law required yearly assessments, as a prac-
tical matter, these reviews were often perfunctory. As Table 12 shows,
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the budget proposes an increase of $164,000 to pay for these assess-
ments. :

o The juvenile court conduct a hearing (referred to as a permanency
planning hearing) in order to determine the best long-term plan for
children who have been in foster care for more than a year and who
cannot be safely returned to their parents. Prior law required an
annual juvenile court hearing for each case involving a chilg in foster
care. It did not, however, require the court to determine a long-term
plan for the child. '

e The juvenile court give first consideration to adoption as the most
desirable permanent plan for any child who cannot be returned to his
or her parents. Prior law did not specify that adoption should be
given the highest priority by the court in considering the best plan for
a child’s future.

Adoption Caseload is Projected to Increase in 1984-85
We recommend approval.

The department estimates that the adoption caseload will increase in
1984-85 as a result of Chapter 978. Specifically, DSS anticipates that county
adoption agencies will provide various adoption services to 5,850 children
in 1984-85. This is an increase of 1,340 children, or 30 percent, above the
number of children that the department estimates wiﬁ receive adoption
services in the current year. Tfrl)e department advises that this increase
represents the backlog of children who will be assessed for adoption by
county agencies in the current year, as required by SB 14, but who will not
receive adoption services in 1983-84. Table 12 shows that the budget
proposes an increase of $4,968,000 to reimburse counties for the costs of
providing adoption services to these children in 1984-85.

Budget Proposal Will Result in General Fund Savings in the Long Run.
The department estimates that of the additional 1,340 children who will
receive adoption services in 1984-85 as a result of the proposed increase
in funding, 610, or 46 percent, will ultimately be placed in adoptive homes.
Based on information provided by the department, we estimate that these
610 adoptions will result in long term General Fund savings of $20.0 mil-
lion, on the assumption that the children would otherwise be in foster care
facilities. Thus, the proposed increase will result in a net General Fund
savings of $15.0 million ($5.0 million in increased costs offset by $20.0
million in savings). These savings reflect the General Fund share of the
foster care grant and social services costs that will be avoided as a result
of these children being placed in adoption.

Because the proposed increase in funds will result in an increase in the
number of chilgren placed in adoption, we recommend approval. We are
concerned, however, about the implications of the department’s projec-
tion that only 46 percent of the 1,340 children estimated to be accepted
for adoptive study in 1984-85 as a result of SB 14 will be placed in adoptive
homes. This means that the remaining 730 children will remain in long-
term foster care indefinitely, despite the fact that all of these children
were determined to be adoptable as a result of the adoption assessment
required by SB 14. ' :

We believe that a substantially higher percentage of these children
could be placed in adoptive homes. We base this conclusion on our review
of the 29 public adoption agencies’ performance in 1981-82—the last year
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for which data was available at the time this analysis was prepared.

Review of Public Adoption
Agencies Performance in 1981-82

In order to compare the performance of each of the 29 public adoption
agencies in 1981-82, we developed a performance indicator for the Relin-
quishment A doption program. The performance indicator measures the
extent to which each agency was successful in placing potentially adopta-
bie children in adoptive homes. Specifically, the performance indicator
reflects the number of adoptive placements made by each agency in
1981-82, divided by the total number of dependent children under the age
of 16 in foster care in the counties served by the adoption agency. We
chose this measurement of agency performance because:

» The majority of the foster care children who are placed through the
Relinquishment Adoption program are dependents under 16 years of
age. Thus, the performance measure reflects each agency’s success in
providing service to the potentially adoptable children in foster care
in the county (ies) served by the agency.

e The measure provides the basis for comparing the performance of
agencies that serve foster care populations of differing size.

Chart 5

Efficiency and Staffing Levels Affect Public Adoption Agencies’
Performance—Relinquishment Adoption Program, 1981-82
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Adoption Agency Performance is Affected by Staffing and Efficiency Levels

Chart 5 shows the performance of the public adoption agencies in 1981~
82. The chart groups the agencies into two major categories: (1) agencies
with higher-than-average staffing levels and (2) agencies with lower-than-
average staffing levels. These groups are further divided into agencies
with higher-than-average efficiency levels (that is, number of adoptions
per full-time equivalent (FTE) adoption worker) and agencies with low-
er-than—averaie efficiency levels.

The chart shows that those agencies with both high staffing levels and
high efficiency levels placed significantly more children for adoption, as
a percent of the potentially adoptable children they served, than did any
of the other three groups of agencies. Specifically, the eight agencies in
the highest performance category placed in adoptive homes an average
of 13 percent of the foster care children under the age of 16.

It is important to note that this 13 percent placement rate is not compa-
rable to the 46 percent rate anticipated by the department with respect
to the increased adoption caseloads resulting from SB 14. The 13 percent
rate achieved by the high staffing, high efficiency agencies in 1981-82
reflects the number of potentially adoptable children who were placed.
In contrast the 46 percent rate projected by the department reflects the
placement rate for children who have been assessed as adoptable and who
age expected to be accepted for adoptive study by adoption agencies in
1984.85.

High Staffing Does Not Guarantee Good Performance

The chart clearly shows that high staffing levels alone do not guarantee
good performance. For example, agencies with high staffing levels, but
low efficiency levels, performed only slightly better (8.4 percent place-
ment rate) than agencies with low staffing levels and high efficiency levels
(8.2 percent placement rate). Based on 1981-82 performance data, we
conclude that merely increasing the number of staff available to agencies
with high staffing, but low efficiency levels, would not be a cost-effective
means of ensuring an increase in the number of adoptive placements they
arrange in 1984-85. Rather, the efficiency of these agencies would have to
be increased if their overall performance is to be improved.

Efficiency of Adoption Agencies Varies Widely

Chart 6 compares the efficiency of each of the 29 public adoption agen-
cies in 1981-82. The chart shows that there was a wide variation among the
adoption agencies in the efficiency with which children were placed in
adoptive homes in 1981-82. Specifically, the placement rate ranged from
2.2 placements per adoption social worker per year (Placer) to 8.9 place-
ments per worker per year (Stanislaus). The statewide average was 4.7
placements per adoption social worker. Given Placer County’s low effi-
ciency, it is probable that providing one additional adoption worker to that
county would not have resulted in nearly as many additional adoptions as
would result from providing the additional position to Stanislaus Countf/.
Conversely, the Placer County adoption agency could more than double
the number of adoptions it arranges without a staff increase if the agency
simply brought its efficiency up to the statewide average.
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Charté

Efficiency of the 29 Public Adoption Agencies Varies Widely—
Relinquishment Adoption Program, 198 1-82

Pubilic
Adoption Agency
Placer : '
— Statewide Average:
E! Dorado 4.7 Successful
Placements
Santa Clara :

San Bernardino
Riverside
Kern

Imperial

Santa Barbara
Shasta

Solano

Contra Costa
Los Angeles
State DSS
Ventura

Marin

Merced

San Diego
Orange

Santa Cruz
Sacramento
Fresno

San Luis Obispo
San Mateo
Monterey
Tulare
Alameda

San Francisco
San Joaquin

Stanislaus

T T Tt T T T T T 1
i 2 3 4 656 6 7 8 9 10

Successful Placements Per Adoption Worker FTE e

2 Based on Legisiative Analyst's estimate of the number of placements made by each agency in which the child remained in the
home of the adoptive parents for at least six months

42--T7958




1304 / HEALTH AND WELFARE Item 5180

SOCIAL SERVICES PROGRAMS—Continved

Efficiency of the Adoption Agencies Can be Improved

We recommend that the Legislature adopt Budget Bill language requir-
ing the department to submit a plan for allocating funds to county adop-
tion agencies for the Relinquishment Adoption program that (1) places a
high priority on funding the more-efficient agencies, (2) sets efficiency
goals for the less-efficient agencies, and (3) establishes statewide goals for
the number of children to be placed in adoptive homes in 1984-55,

In the past, the department has allocated funds to county adoption
agencies using a formula that resulted in individual counties receiving
approximately the same funding level each year, regardless of their per-
formance. This funding mechanism provides no incentive for the counties
to improve the efficiency of their adoption agencies. As a result, the
maximum number of children may not be placed in adoptive homes each
year.

We have identified two ways in which the department could ensure that
the funds available for the Relinquishment Adoption program in 1984-85
:illre used to maximize the number of children who are placed in adoptive

omes:

1. The Department Could Ensure that the Most Efficient Agencies
Receive Adequate Funding. QOur review indicates that six of the most
efficient agencies in the state had staffing levels that were 17 percent
below the statewide average staffing level. (These are the agencies in the
high-efficiency, low-staffing level group on Chart 5). Providing these
agencies with staffing levels comparable to those of the agencies in the
high-efficiency, high-staffing group would give them an opportunity to
place even more children in adoptive homes and should, therefore, be
given a high fpriority. At the same time, however, it is important to ensure
that the performance of the high-efficiency, high-staffing agencies is not
undermined by any change in the funding mechanism.

2. The Department Could Take Steps to Ensure that the Least Efficient
Agencies Become More Efficient. One way to accomplish this would
be to set an efficiency goal for any agency that falls below the statewide
average of adoptions per adoption worker. If the department established
reasonable goals (based on adoptions per FTE), and if the agencies were
required to agree to meet the goals prior to receiving their adoption funds
allocation, we believe the less efficient agencies would have a greater
incentive to use the funds made available to them more effectively.

“The department has advised us that several factors may explain why
some agencies make significantly fewer placements per adoption worker
than other counties. Specifically, the department stated that differences
in (1) local judicial systems, (2) the number of hard-to-place children in
an agency’s caseload, and (3) the availability of adoptive homes may affect
individual agencies’ efficiency as measured by placements per FTE.
However, the department has been unable to provide any data which
indicates that the least efficient agencies are, in fact, adversei,y affected by
these factors. '

We recognize that the factors cited by the department may explain part
of the disparity illustrated by Chart 6. We therefore agree that the depart-
ment should take each of these factors into account in setting efficiency
goals for the least efficient agencies. At the same time, the department,
in cooperation with the affected agencies, should prepare corrective ac-
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tion plans designed to improve these agencies’ efficiency. These plans
might include proposals to improve the agencies’ court liaison or adoptive
parent recruiting activities.

In addition, the department could set statewide goals for the number
of children to be placed through the Relinquishment Adoption program
in 1984-85 and succeeding years. Statewide goals would give the Legisla-
ture a basis for assessing the department’s success in improving the effi-
ciency and performance of the Relinquishment Adoption program.

In order to improve the performance of the Adoptions program, we
recommend adoption of Budget Bill languaie which requires the depart-
ment to submit a plan to the Legislature that (1) gives high priority to
funding thee more efficient adoptions agencies, (2) sets efficiency goals for
the less efficient agencies, and (3) establishes statewide goals for the
number of children to be placed in adoptive homes in 1984-85. The follow-
ing Budget Bill language is consistent with this recommendation:

“The Department of Social Services shall submit to the chairpersons of
the fiscal committees of each house and the Chairperson of the Joint
Legislative Budget Committee, no later than 30 days before such alloca-
tions are made, a plan for allocating to the public adoption agencies the
funds appropriated under this item for the Relinquishment Adoption
program. The amount of the allocation shall be based on each public
adoption agency’s caseload, but shall be allocated in the following man-
ner:

“1. Caseload-based allocations shall be made first to those agencies
that have maintained high levels of efficiency, as measured by the num-
ber of placements per adoption worker FTE during the most recent
one-year period for which information is available at the time the E}an
is submitted. An'agency shall be considered to have maintained a 'lg]h
level of efficienecy if its placements to FTE ratio is at or above the
statewide average.

“9. Caseload-based allocations shall be made second to those agencies
that have performed at efficiency levels that are less than the statewide
‘average. Funds'shall only be allocated to these agencies, however, on
the condition that each of the agencies agrees to meet an efficiency goal
established by the department. For each agency, the goal shall be ex-
pressed in terms of either (a) the number of placements that the agency
shall make per adoption worker FTE or (b) a percentage by which the
agency will increase its placements per FTE guring 1984-85. In estab-
lishing this efficiency goal, the department shall consider whether the
agency’s low-efficiency level is due to (a) unusual characteristics of the
local judicial system, (b) the number of hard-to-place children in the
agency’s caseload, or (c) a lack of availability of adoptive homes in the
agencies’ jurisdiction. If the department determines that the reason for
an agency’s low-efficiency level is either the local judicial system or a
lack of availability of adoptive homes, the department shall develop, in
cooperation with the affected agency, a corrective action plan to ad-
dress these problems and shall submit such plans to the Legislature by
December 1, 1984. .

In addition to'the allocation plan, the department shall submit a
report to the Legislature by December 1, 1984, which identifies a state-
wide goal for the number of children to be placed in the Relinquishment
Adoption program during 1984-85 and the resulting backlog of children
who are expected to be under adoptive study and receiving adoption
services, but not yet placed in adoptive homes by the end of 1984-85.”
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Effect of the COLA Cap on the Adoptions Program

The 1981 Budget Act limited the state’s share of COLAs provided by
county boards of supervisors to county welfare departments and adoption
agencies to the amounts provided in the Budget Act (6 percent), unless
such increases were offset by “permanent productivity increases.” The
Legislature extended this policy through the Budget Acts of 1982 and 1983.
Because no state funds were provided for COLAs for county welfare
departments and adoption agencies in either the 1982 or 1983 Budget Acts,
the effect of this policy is to limit to 6 percent the COLAs for which state
funds will be provided, unless the costs of the COLAs are offset by perma-
nent productivity increases.

DSS Has Not Complied With the Legislatively Established COLA Cap.
The DSS estimates that the average General Fund cost of a county adop-
tion agency social worker is $61,100 in 1983-84. This i$ an increase of
$14,715, or 32 percent, over the General Fund cost of an adoption worker
in 1980-81. Such an increase would be consistent with the COLA cap
established by the Legislature only if the county adoption agencies have
increased their productivity by 26 percent (32 percent COLA increase less
6 percent COLA cap = 26 percent).

The department advises us that it is unable to measure productivity in
the adoptions program and therefore has never determined whether the
increased costs of adoption workers have, in fact, been offset by perma-
nent productivity increases. In the absence of documentation that ade-
quate productivity increases have been achieved by the county adoption
agencies, it would appear that the department has paid out funds for
COLAs in excess of the 6 percent, contrary to the policy established by the
Legislature in the last three Budget Acts.

The department’s failure to observe the COLA cap established by the
Legislature may have caused a reduction in the number of children re-
ceiving adoption services, and presumably, in the number of children
being placed for adoption. This is because cost increases that are not offset
by productivity increases can only result in reduced program activity.

Conversely, if the department had complied with the COLA cap estab-
lished for the adoption program, more children would have been placed
in adoptive homes since 1980-81. This is because any county that had
granted COLAs in excess of 6 percent and had failed to achieve the
required productivity increases would have been required to pay for the
excess costs of the COLAs from local funding sources. This, in turn, would
have increased the total funds available to the county adoption agency, the
number of adoption workers employed by the agency, and therefore the
number of children placed.

Budget May Include Funds to Pay for County COLAs in Excess of the COLA
Cap ,

We recommend that prior to the budget hearings, the department advise
the fiscal committees of the extent to which COLAs granted by county
adoption agencies in excess of the 6 percent COLA cap have been offset
by productivity increases. We withhold recommendation on $4,583,000,
which we estimate is the portion of the proposed General Fund expendi-
ture for 1954-85 that is attributable to excess county COLA, pending
receipt of the department’s findings.
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The budget proposes total reimbursements to county adoption agencies
of $24,308,000 in 1984-85. We estimate that of this amount, $4,583,000
reflects the cost of COLAs granted by the counties in excess of 6 percent
since 1980-81. The department has not attempted to determine the extent
to which this cost has been offset by permanent productivity increases.
Therefore we are unable to advise the Legislature at this time what por-
tion of the $4,583,000 represents costs that should, under the provisions of
the Budget Acts of 1981, 1982, and 1983, be paid by county adoption
agencies annd what portion represents costs that should be paid by the
General Fund. ,

While the department maintains that it is unable to measure productiv-
ity in the adoptions program, we believe such a measurement is possible.
One such measure might be the number of successful placements per
FTE, which we discussed in our review of the performance of the adoption
program in 1981-82. While the data necessary to determine successful
placements per FTE for 1982-83 and 1983-84 are not currently available,
we have determined that the statewide average for successful placements
per FTE declined from 5.1 in 1980-81 to 4.7 in 1981-82, a decrease of 8
percent. In the same period, the average annual cost of an adoption
worker FTE rose from $46,395 to $52,503, which is an increase of 13 per-
cent, or 7 percentage points, more than the COLA cap. Thus, on the basis
of statewide average performance, the costs of the excess COLAs granted
by counties for 1981-82 do not appear to have been offset by productivity
increases. :

With respect to some individual county adoption agencies, however, the
results are quite different. For example, the Los Angeles County Adoption
Agency plaged 3.5 children per FTE in 1980-81 and 4.0 children per FTE
in 1981-82, a productivity increase of 15 percent. At the same time, the
annual cost OP an adoption worker in Los Angeles County increased by
approximately 12 percent, or 6 percentage points, more than the COLA
cap. Thus, the Los Angeles County Adoption Agency achieved productiv-
ity increases in 1981-82 that were more than sufficient to offset the costs
of the excess COLA granted by the county.

We recognize that placements per FTE is not the only possible measure-
ment of adoption agency productivity. For many years, the DSS has col-
lected detailed data on adoption caseload changes. We believe that the
department could use this data to determine the extent to which the
$4,583,000 paroposed in the budget to pay for the costs of county COLAs
that exceed 6 percent has been offset by permanent productivity in-
creases. Therefore we recommend that prior to the budget hearings, the
department advise the fiscal committees of the extent to which the Gen-
eral Fund costs of COLAs granted by county adoption agencies in excess
of the 6 percent COLA cap have been offset by productivity increases.
Since we cannot at this time determine how much of the costs of excess
county COLAs should be paid by the state and how much should be paid
by the coumnties, we also withhold recommendation on $4,583,000 request-
ed from the General Fund for the local assistance portion of the adoptions
program, pending receipt of the department’s findings.
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Department of Social Services
COMMUNITY CARE LICENSING

Item 5180-161 from the General
Fund and Social Welfare Fed-

eral Fund Budget p. HW 180
Requested 1984-85 ......ccovvvevriervereereimmnnivnssesssssesssscrssssssssssaosssnans $7,665,000 *
Estimated 1983-84.........cccvviviirrriieieririnnsisssnssessnmsessisssssessesssenes 7,515,000 .
Actual 1982-83 ......oooreirresrreressess e sssesissaias 6,309,000

Requested increase $150,000 (4 2.0 percent)

Total recommended reduction Item 5180-161-001 .................. 501,000
Total recommended reduction Item 5180-181-001(¢) ............ ($10,000)

® Includes $150,000 in Ttem 5180-181-001 (c) to provide a 2 percent cost-of-living increase.

1984-85 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
5180-161-001—Community Care Licensing General $7,515,000
5180-161-866—Community Care Licensing Federal (2,707,000)
5180-181-001 (¢} —Community Care Licensing— General 1
COLA
5180-181-866(f) —Community Care Licensing— Federal (54,000)
COLA :
Total $7,665,000
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Overbudgeting. Reduce by $501,000. Recommend Gen- 1310
gral Fund reduction of $501,000 to correct for overbudget-
ing.

GENERAL PROGRAM STATEMENT

This item contains the General Fund appropriation needed to cover the
state’s cost of contracting with counties to‘;icense foster family homes and
family day care homes. The Department of Social Services (IDSS) also
directly licenses foster family homes and family day care homes, as well
as other community care facilities through its 11 district licensing offices.
Funds for direct state licensing activities are proposed in Item 5180-001-
001, departmental support. :

Foster family homes are licensed to provide 24-hour residential care to
children in foster care. In order to qualify for a license, the homes must
be the residence of the foster parent(s) and must provide services to no
more than six children. Family day care homes are licensed to provide day
care services to up to 12 children in the provider’s own home. The DSS
estimates counties will license 12,600 foster family homes and 19,200 family
day care homes in 1984-85.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $7,665,000 from the General
Fund to reimburse counties for licensing activities in 1984-85. This amount
includes $150,000 proposed in Item 5180-181-001 to provide cost-of-living
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increases i 1984-85. The cost-of-living increase is the only increase
proposed for county licensing of foster family and family day care homes.

ANALYSIS AND RECOMMENDATIONS
LEGISLATIVE FOLLOW-UP

Changes in the Family Day Care Licensing Program

Chapter 323, Statutes of 1983, the companion measure to the 1983
Budget Act, made major changes in the Family Day Care Licensing pro-
gram. Beginning in 1983-84, the measure requires: v

« The department, or counties under contract with the department, to
visit all family day care homes prior to approving a request for license
renewal. (Family day care licenses must be renewed every three
years.) Prior law provided for such visits only to those homes that had
been cited for a major violation of licensing standards during the term
of the license covering the home. The DSS estimates that this change
resulted in a 25 percent increase in the workload of the Family Day
Care Licensing program.

¢ The department to provide (1) ongoing training to licensing staff and
law enforcement agencies, (2) consumer education for parents of
children in family day care, and (3) an orientation program for pro-
spective family day care providers. The department allocated $300,-
000 for these programs in 1983-84 and proposes spending the same
amount in 1984-85. Funds for this purpose are proposed under Item
5180-001-001, departmental support.

Funds for Family Day Care Licensing Were Reduced By the Governor.
The Legislature approved an appropriation of $10,210,000 for family day
care licensing in 1983-84. This amount included $7,210,000 for the county
costs and $3,000,000 for the department’s direct costs of family day care
licensing. The Governor reduced these amounts to $4.8 million and $2.2
million, respectively.

The Governor’s reductions were based on the department’s July 1983
estimate of the costs of the Family Day Care Licensing program. The July
estimate was based on: :

+ ‘A workload standard of 228 family day care homes per county licens-
ing evaluator. Our review of the workload standard indicates that it
accurately reflects the amount of time required for an evaluator to
perform the increased number of unannounced visits to family day
care homes required by Chapter 323.

e An estimated caseload of 21,440 county-licensed and 9,770 state-li-
censed family day care homes. This estimate was based on the most
current data available to the department in July 1983.

Changes in Caseload Estimates for 1983-84. Based on more recent
data, the de partment has revised its estimate of the number of family day
care homes that will be licensed in 1983-84. Specifically, the department’s
current estimate anticipates a county-licensed caseload of 19,200 homes
and a state-licensed caseload of 12,380 homes in 1983-84. This is a reduction
of 2,240 horwes, or approximately 10 percent, in county caseloads and an
increase of 2,610, or 27 percent, in state caseloads. These changes are
attributable to (1) transfers of licensing caseloads from the counties to the
state district offices (counties can return the responsibility for family day
care licensing to the state at any time), (2) an increase in the rate of
growth in state caseloads, and (3) a leveling-off in the growth of county
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caseloads. As a result of these trends, the department estimates that
county caseloads will be the same in 1984-85 as in 1983-84 (19,200 homes).
The state caseloads, however, are estimated to increase from 12,380 to
14,568 homes, which represents an increase of 50 percent over the number
of homes that the department estimated would be licensed by the state
in its July estimate.

Budget Proposal Does Not Reflect the Change in Caseload Estimate.
Despite these changes in estimated caseloads, the budget proposes to
continue funding the state and county components. of the Family Day
Care Licensing program in 1984--85 at the levels estimated for 1983-84 by
the department in July 1983, adjusted only for a 2-percent cost-of-living
increase. The department advises that it did not adjust the budget pro-
Eosal to reflect the changes in its caseload estimate because this program

as not been budgeted on the basis of caseload since the enactment of Ch
102/81. (Chapter 102, the companion measure to the 1981 Budget Act,
made substantial reductions in the number of family day care home in-
spection visits required by state law.)

We have severﬁ concerns with the department’s decision not to budget
for the Family Day Care Home Licensing program on the basis of project-
ed caseload:

+ The provisions of Chapter 102 that affected this program have been
repealed. Specifically, Ch 323/83 restored the Family Day Care Li-
censing program to pre-Chapter 102 levels. Prior to the enactment of
Chapter 102, this program had been budgeted on a caseload basis for
several years.

» The department’s conclusion is inconsistent with the Governor’s ra-
tionale for vetoing funds appropriated for family day care licensing in
the 1983 Budget Act. Specifically, the Governor based the amount of
funds deleted from the Budget Act on the department’s estimate of
1983-84 licensing caseloads and the number of state and county staff
required to handle that caseload.

o By continuing funding for the state and county components of this
program at the 1983-84 levels, without regard to projected caseload,
the budget provides (1) more money than necessary to support
county licensing activities and (2) less money than necessary to sup-
port state licensing activities. We discuss the effect of the budget
proposal on the state licensing of Family Day Care Homes under our
analysis of Item 5180-001-001, departmental support. In that analysis,
we recommend that the department report to tﬁe fiscal committees,
prior to the budget hearings, on how it plans to accommodate the
projected 50 percent increase in state family day care caseloads within
the amounts proposed in the budget.

Overbudgeting of County Licensing Program

We recommend a General Fund reduction of $501,000 in county con-
tracts to license family day care homes to reflect the department’s reduced
estimate of the number of homes that will be licensed by counties in
1984-85,

The budget proposes expenditures of $4,896,000 from the General Fund
to pay those counties that license family day care homes under a contract
with DSS. This is an increase of $96,000, or 2 percent, over estimated
expenditures for county licensing of family day care homes in 1983-84.
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Based on the department’s (1) workload standard of 228 licensed homes
per evaluator and (2) current estimate that counties will license 19,200
homes in 1984-85, we estimate that county costs for the Family Day Care
Licensing program in 1984-85 will be $4,299,000, which is $501,000 less than
the amount proposed in the budget. Accordingly, we recommend a Gen-
eral Fund reduction in Item 5180-161 of $501,000. Approval of this reduc-
tion would allow a reduction of $10,000 in Item 5180-181-001(c) which
contains funds for cost-of-living increases proposed for various DSS pro-
grams.

Transfer of Family Day Care Licensing to the Depariment of Consumer Affairs

The Supplemental Report of the 1983 Budget Act requires our office to
address several specific issues regarding the feasibility of transferring re-
sponsibility for licensing family day care homes from the DSS to the
Departinent of Consumer Affairs. We discuss this issue under our analysis
of Item 5180-001-001, departmental support.-

Department of Social Services
COST-OF-LIVING ADJUSTMENTS

Item 5180-181 from the General
Fund and Social Welfare Fed-

eral Fund ’ Budget p. HW 183
Requested 1984-85 .........occoeeeireriercreersnrnesesessnssesesssssssessssenseees $77,443,000
Total recommended reduction ........ccccceeeveevereireccereiceenee 74,000
Recommended transfer from Item 5180-141-001 .................... 10,900,000
Recommendation pending ......c..cocoevevcrienesreencuenescecererescnnnes 5,143,000
1984-85 FUNDING BY ITEM AND SOURCE
Item Description Fund ~ Amount
5180-181-001—Cost-of-living adjustments General $77,443,000
5180-181-866-—Cost-of-living adjustments Federal (58,685,000)

Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. County Administration COLA. Recommend that $10.9 1314

" million in Item 5180-141-001 be transferred to Item 5180-181-

001 to provide a cost-of-living adjustment (COLA) for
county administration consistent with COLAs provided to
state employees. _

2. IHSS provider COLAs. Withhold recommendation on 1316
$5,143,000 for IHSS program provider COLAs, pending re-
ceipt of revised estimates during the May revision of ex-
penditures.

3. COL.A limitations in Social Services and Community Care 1316
Licensing. Recommend adoption of Budget Bill lan-
guage limiting state participation in COLAs provided to
county employees in the Social Services and Community
Care Licensing Programs.

4. Conforming Recommendations. Reduce Item 5180-181-001 1317
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by $74,000 and Item 5180-181-866 by $7L000. Recom-
mend proposed cost-of-living increases be reduced to re-
flect recommended reductions in funding for basic program
costs, for a General Fund savings of $74,000 and a federal
funds savings of $71,000.

GENERAL PROGRAM STATEMENT
This item contains the General Fund appropriation to provide cost-of-

living adjustments (COLAs) to various welfare and social services pro-
grams.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes a General Fund apa?ropriation totaling $77,443,000
for cost-of-living increases for various local assistance programs adminis-
tered by the Department of Social Services. Table 1 shows the fiscal effect
of the cost-of-living increases proposed for each of these programs.

- Table 1
Department of Social Services
Proposed Cost-of-Living Increases
General Fund
1984-85
(in thousands)

Proposed Cost-of- Percent

Program Baseline Living  Increasein ~ Total
(Proposed Cost-of-Living Adjustment) Funding Increase Expenditures Expenditures
AFDC cash grants (2 percent) ... $1,529,922 $32,723 21% - $1,562,645
SSI/SSP cash grants ® (2 percent) .......coccoeen.. 1,065,827 35,297 33 L10L,124
Special Adult Programs (0 percent) .............. 138 - — 138
County Administration (0 percent) ................ 129,114 - — 129,114
Social Services (2 percent) ......ocmmconssicrees 195,777 9273 47 205,050
Other County Social Services (2 percent) (16,820) (3,236) (19.2) (20,056)
In-Home Supportive Services ... (144,024) (5,469) (3.8) (149,493)
Other Social SEIVICES ......vciirimmssvicercrsinnies (34,933) (568) (1.6) (35,501)
Community Care Licensing (2 percent) ...... 7514 150 20 7,664
Totals $2,928,292 $77,443 26%  $3,005,735

2The SSI/SSP increase in maximum payments is effective January 1, 1985.

As Table 1 indicates, the proposed cost-of-living increases would in-
crease General Fund expengitures for these programs during 1984-85
from $2.9 billion to $3.0 billion, an increase of 2.6 percent. The increase
reflects proposed cost-of-living increases in public assistance programs
ranging from zero to 2.0 percent. Because of factors unique to individual
programs, however, the percentage increase in General Fund expendi-
tures may exceed the proposed COLA (expressed in percentage terms).
For example: .

e The percentage increase in SSI/SSP expenditures (3.3 percent) is
greater than the percentage increase in maximum SSI/SSP grants (2.0
percent) because the state cost-of-living adjustment is given both to
recipients who are eligible only for state é)ayments (SSP), as well as
to tlE:ose who are eligible for both SSI and SSP payments.

« The percentage increase in social services expenditures (4.7 percent)
is greater than the 2 percent COLA proposed in the budget because




Table 2

| o - Department of Social Services
! Proposed Cost-of-Living Increases

All Funds
198485
(in thousands)
Cost-of-Living Increases
. Total Cost- . Percent
Baseline . . . General Federal County OF-Living General Total
Program Funding Fund Funds Funds " Increase Funds Funding
AFDC cash grants $3,332,655 $32,723 $36,806 $3,732 $73,261 447% $3,405,916
SSX,SSP cash grunts :
Proposed funding sources 2,143,901 35,297 204 — 35,501 99.4 2,179,402
- Actual funding sources * (2,143,901) - - (38,245) — (38,245) _ (2,182,146)
Special Adult Program : 190 — — — — — 1
County Administration 648,066 — 20,615 16,952 37,567 — 685,633
Refugee Cash Assistance 63,290 —_ 431 —_ 431 —_ 63,721
Social Services 631,642 9273 575 1,629 11477 80.8 643,119
Other County Social Services (241,604) (3,236) (575) 1,021 - (4,832) (67.0) (246,436)
In-Home Supportive SErvices ........cmmemmmreerssssronnes (308,354) (5,469) C— (608) (6,077) (90.0) (314,431)
| Other Social Services (81,684) (568) — —_ (568) (100.0) (82,252)
| Community .Care Licensing 10,222 150 54 — 204 735 10,426
' Totals $6,829,966 $77,443 $58,685 $22.313 $158,441 489% $6,988,407

® Because federal funds for the SSI/SSP program are not appropriated by this bill, the anticipated increase in federal funds of $38,245,000 to support a cost-of-living
| increase is reflected as a reduction in the General Fund requirément for baseline funding. As a result, the total cost of providing a 2 percent COLA to SSI/SSP
]! grants ($35.3 million, refugees excluded) is included in Item 5180-181-001 (a) as a General Fund cost.
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the federal government does not provide funds for a COLA on all

federally funded social services. Thus, the state and counties pay for

a disproportionate share of the costs of providing COLAs for social
services programs.

Table 2 shows that the budget proposes total expenditures of $6,988,407 -

000 for welfare programs. Of tlll)is amount, $158,441,000 is proposed for
cost-of-living increases.

ANALYSIS AND RECOMMENDATIONS

Cost-of-Living Adjustments for Public Assistance Recipients

State law requires that recipients of assistance under the SSI/SSP and
AFDC programs receive an annual cost-of-living increase in their grants.
The AFDC increase is effective July 1, and the SSI/SSP increase is effec-
tive the following January 1. Under existing law, the COLA required in
1984-85 is equal to the percentage change in the California Necessities
Index (CNI) from December 1982 to December 1983.

The Commission on State Finance estimated in January 1984 that the
COLA required by existing law will be 5.5 percent. This would result in
General Fund costs of $186,927,000 ($97,066,000 for the SSI/SSP program
and $89,861,000 for the AFDC program). The budget, however, proposes
to suspend the statutory provision requiring a COLA based on the CNI
and instead proposes that AFDC recipients and SSI/SSP recipients b
given a 2 percent COLA in 1984-85. :

Limits on the State's Share of County Salary Increases Should Be Retained

We recommend that:

1. $10.9 million from the General Fund be transferred from Item 5150-
141-001 to Item 5180-181-001 to fund a COLA for county administration in
1984-85, in Iieu of past-year salary increases that exceeded what the state
agreed to fund. »

2. The Legislature adopt Budget Bill language Iimiting the extent to
which the state will share in the cost of salary increases granted by the
counties.

3. The Legislature establish the 1984-85 COLA limits for county admin-
istration based on the increases provided for state employees in the 1954
Budget Act.

The budget proposes to remove existing limitations on the state’s share
of county costs. These limitations were imposed in prior years in order to
cap the percentage increase in county welfare department salaries that
the state would fund at the percentage increase granted to state em-
ployees. The budget requests a $17.7 million augmentation from the Gen-
eral Fund in 1984-85 for the purpose of funding prospectively county
salary increases in excess of the cap. This includes $10.9 million in Item
5180-141-001 for the administration of the AFDC and Food Stamp pro-
grams and $6.8 million in Item 4260-101-001 for the administration of the
Medi-Cal program. The budget proposes no funds for county-granted
salary increases in 1984-85.

Under current law, the federal government pays 50 percent of the costs
of administering the AFDC and Food Stamp programs. The state and
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counties each pay 25 percent. Since 1981-82, however, the Legislature has
placed lixnits on the state’s share of the costs attributable to COLAs grant-
ed by counties to their welfare department employees, as follows:

o The 1981 Budget Act provided funds to cover the state’s share of costs
resulting from COLAs up to 6 percent. In addition, the Budget Act
stated that counties would be responsible for funding the entire non-
federal share of COLAs that exceeded 6 percent limit.

o The 1952 Budget Act provided no funds for county salary increases
%nél Lincluded language limiting the state’s share of county-granted

As. .

o The 1983 Budget Act, as passed by the Legislature, contained funds
for the state’s share of a 3 percent COLA for county salaries. In
addition, it allowed counties that granted COLAs less than 3 percent
to apply the difference to COLAs not funded in the previous two
years. This provision became moot, however, when the Governor,
citing lower inflation in 1983 and the state’s “severe fiscal constraint,”
vetoed the COLA funds.

Budget Proposal is Flawed. Based on our analysis, we conclude that
there are several serious flaws with the budget proposal to lift the cap on
the state’s share of county-granted COLAs.

o Cost  of the proposal is Underfunded. We estimate that the
budget underestimates the cost of rescinding the limit on the state’s
share of cost for county-granted COLAs. Approval of the proposal
would cost the General Fund $13.2 million. This is $2.3 million more
than the budget requests in 1984-85. : :

o Proposal Rewards High-Cost Counties. The proposal treats coun-

“ties unequally. It provides additional funds to those counties that
chose to grant larger cost-of-living increases than what the last three
‘Budget Acts funded while offering nothing to these counties that

e ifollowed the state’s lead and stayed within the Legislature’s COLA
imits,

o The Proposal is based on a Faulty Premise. The budget asserts

. that COLA limitations have increased “the potential for General
Fund overpayments, higher quality control error rates, and federal
AFDC and Food Stamp sanctions.” We believe this premise is incor-
rect for the following reasons. First, there has been no consistent
trend in error rates since enactment of the controls on salaries and
'benefits. Secondly, we are unable to identify in counties that granted
large COLAs a consistent pattern of staff reductions and therefore
increased cases per eligibility workers that could threaten to increase
error rates. :

LAO Recommendation. - For these reasons, we recommend that the
Legislature reject the budget proposal to share in the cost of county-
granted (COLAs that exceed the limits established by the Legislature.
Instead, we recommend that: '

s The fFunds proposed in Itern 5180-141-001 to fund prior year COLAs
be transferred to Item 5180-181-001 to provide a COLA in 1984-85 for
county administration up to a limit established by the Legislature.

o The Legislature adopt the same language controlling the distribution
of the COLA as it included in the 1983 Budget Act.

e The Legislature fix the maximum COLA for which the state will
provide funding at a level comparable to the percentage salary in-
creases granted to state employees. '
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This course of action would offer several advantages over what the
budget proposes. ‘ :

- 1. It allows all counties additional funding for salary increases.

2. State participation in salaries will increase uniformly throughout the
state. ' v

3. It prevents the Legislature from being criticized for funding salary
Increases pard to county employees that are larger than the salary in-
creases that it provides to its state employees.

In addition, our recommendation would permit counties that increase
salaries by a percentage less than the limit established in the Budget Act
to apply the difference to unfunded salary increases remaining from past
years. .

We discuss the details of this recommendation under Item 5180-141-001,
County Welfare Department Administration. In that discussion, we
gresent Budget Bill language to provide for thie limits on county salary and

enefit increases, as recommended. ' '

IHSS Provider COLA

We withhold recommendation on-$5,143,000 in Item 5180-181-001 re-
quested to fund a 2 percent cost-of-living increase for IHSS providers,
pending the May revision of expenditures.

The budget proposes $5,143,000 in General Fund support for a 2.0 per-
cent COLA to IHSS providers in 1984-85. In estimating the amount of the
COLA, the department assumed that program costs would total $289,910,-
500 in the budget year. The budget, however, proposes that the IHSS
program be fundezf] at a level totaling $308,354,000. This is $18.4 million
more than the base on which the COLA was calculated. Calculating the
COLA on the increased base results in additional General Fund costs of
$332,000. The department informs us that this error will be corrected
during the May revision of expenditures. Therefore, we withhold recom-
mendation on $5,143,000 budgeted in Item 5180-181-001 (c) to finance a 2.0
‘percent COLA for IHSS providers, pending the May revision of expendi-
tures.

Cost-of-Living Increases for Social Services and Community Care. Licensing
Programs :

We recommmend that the Legislature adopt Budget Bill Language and
supplemental report language requiring that the General Fund appropria-
tions for Social Services and Community Care Licensing programs not be
used by counties for cost-of-living increases in excess of the amount au-
thorized for such increases by the Legislature. ,

The 1983 Budget Act contained language limiting the state’s share of
cost-of-living increases provided by counties to workers in Social Services
and Community Care Licensing programs. The language limited . the
state’s share of cost-of-living increases to the amounts appropriated by the
act. Similar limitations were included in the Budget Acts of 1981 and 1982.

The 1984 Budget Bill does not contain language similar to that included
in the 1983 Budget Act. Our analysis indicates, however, that the legisla-
tively established policy of limiting General Fund support for cost-of-
living increases to a specified amount should be continued in 1984-85 for
two reasons. First, in the absence of such a limit, the various counties,
rather than the Legislature, will determine the General Fund costs of
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these programs in future years. Second, it avoids the situation where the
state pays for salary increases to county employees that exceed the in-
creases the state is willing to provide to its own employees. In order to
retain legislative control over program appropriations, we recommend
that the Legislature adopt the following Budget Bill language, which is
identical to that in the 1983 Budget Act. We further recommend that the
followin%1 suplemental report language be adopted to make county
COLAs that exceed the amounts authorized in the Budget Act the perma-
nent fiscal obligation of the affected counties, unless (1) they are offset by
permanent productivity increases or (2) the counties grant COLAs in
subsequent years that are Jess than the COLAs approved by the Legisla-
ture.

Budget Bill Language:

“Notwithstanding any other provision of law, none of the funds appro-
priated by Item 5180-151-001 or 5180-161-001, or Categories (b) and (c)
of Itern 5180-181-001 for Programs 20 and 30 shall be used to provide a
cost-of-living increase to counties for Social Services and Community
Care L.icensing programs in excess of the amount specifically authorized
for these purposes by the Legislature unless the excess costs are offset
by permanent productivity increases.”

Supplemental Report Language:

“Social services and community care licensing cost-of-living increases—
The department’s 1985-86 request for General Fund support for county
Social Services and Community Care Licensing programs shall not in-
clude the cost of 1984-85 cost-of-living increases for personal and nonp-
ersonal services that exceeds the percentage increase authorized by the’
1984 Budget Act, unless such General Fund costs resulted from increases
in county productivity. The department shall notify the counties that
the state will not pay for excess cost-of-living increases, unless funded
by productivity increases, and that the increases granted in excess of the
Eercentage approved by the Legislature shall be a permanent county
iscal obligation, unless the affected counties grant cost-of-living in-
creases in 1985-86, or a subsequent year, that are less than the cost-of-
living increases authorized by the Legislature. The department shall
maintain documentation which indicates that county cost-of-living in-
creases which exceed the amount of state reimbursement shall be ex-
cluded from the 1985-86 funding requests made in January and May of
1985.”

Other Recommended Reductions .

We recommend that cost-of-living increases budgeted in Item 5150-151-
001 be reduced by $74,000 and cost-of-living increases budgeted in Item
5180-181-866 be reduced by $71,000 to reflect our recommended reductions
in the baseline costs of these programs.

In our analysis of AFDC Payments for Children program (Item 5180-
101-001) and Community Care Licensing program (Item 5180-161-001),
we have recommended reductions that reduce the General Fund cost of
these programs by $6,529,000. Because the proposed -cost-of-living in-
creases are based on percentage adjustments applied to program costs,
any reduction in program costs will reduce the gollar amount needed to

- fund COLAs proposed in the budget.

We therefore recommend the following reductions:
e Reduce Item 5180-181-001 (d) by $64,000 to reflect the reduced Gen-
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eral Fund cost for COLAs for AFDC grants.

¢ Reduce Item 5180-181-866 (d) by $71,000 to reflect the reduced federal
fund cost for AFDC grant COLAs.

¢ Reduce Item 5180-181-001 (c¢) by $10,000 to reflect the reduced Gen-
eral Fund cost of COLAs for the Community Care Licensing pro-
gram.

DEPARTMENT OF SOCIAL SERVICES—REAPPROPRIATION

Item 5180-490 from the General
Fund Budget p. HW 179

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

This item reappropriates funds from Ch 1398/82 for child abuse preven-
tion programs. I%e act appropriated $10 million from the General Fund
for use in 1982-83 and 1983-84. Of the total appropriation, $1 million was
for “innovative child centered” child abuse prevention demonstration
projects conducted by the Department of Social Services and $9 million
was for allocation to counties for ongoing child abuse prevention pro-
grams. .

The department estimates that $2.6 million of the $9 million appropriat-
ed for ongoing programs will be unexpended at the énd of 1983-84. The
department advises that this amount will be unexpended due to delays in
implementing the programs for which the money was.appropriated. The
budget proposes to reappropriate the unexpended portion of the Chapter
1398 funds for use in 1984-85. In addition, the budget proposes to appropri-
ate $6.4 million in General Fund monies for the child abuse prevention
programs created by Chapter 1398. Thus, the budget proposes total spend-
ing for these programs in 1984-85 of $9 million. We discuss the profposed
funding for cﬁild abuse prevention programs under our analysis of Item
5180-151-001—social services programs, local assistance.

Health and Welfare Agency
CALIFORNIA HEALTH FACILITIES COMMISSION

Item 5190 from the California
Health Facilities Commission

Fund Budget p. HW 194
Requested 1984-85 .........covrvrvenirnmrenrseriinrornssinneseseesesesssssnsoeenss $3,880,000
Estimated 1983-84..........cccicrieeeniorineeeeeresssesesseneesseseesesssessens 3,674,000
ACtUAl 198283 ..ottt errrie ittt er s saenaeen 3,211,000

Requested increase (excluding amount
for salary increases) $206,000 (+5.6 percent)
Total recommended reduction ...........ceeirecnnenne: reerrenes » None
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) Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS paé;
1. Reduce Fee Assessments. Recommend that the Legisla- 1320
ture adopt Budget Bill language directing the commission
to calculate its health facilities fees based on (a) the most
recent expenditure and revenue information available and
(b) the need to maintain a reserve of $200,000 in order to
reduce the commission’s excess contingency reserves.

GENERAL PROGRAM STATEMENT

The California Health Facilities Commission (CHFC), established in
1972, collects patient and financial data from the 592 hospitals and 1,191
long-term care facilities in the state and summarizes the data in reports
to government agencies and the public. The purpose of the commission’s
activities are to:

1. Encourage economy and efficiency in the provision of health care
services.

- 2. Enable public agencies that purchase health care services to do so in
an informed manner.

3. Encourage both public and private payors to establish fair and rea-
sonable reimbursement rates for health care services.

4, Inform the public about cost, availability, and other aspects of health
care services.

The commission’s responsibilities also include establishing standards of
effectiveness for health facilities and forecasting hospital operating and
capital expenditures for each of the state’s health service areas. Health
systems agencies use these forecasts to develop area health plans.

During 1983-84, a total of 83.8 staff positions are authorized for the
commission, ‘in addition to 9 nonsalaried commissioners.

Statutory authorization for the commission and its functions expires on
January 1, 1986.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $3,880,000 from the California
Health Facilities Commission Fund to support commission activities in
1984-85. This is an increase of $206,000, or 5.6 percent, above estimated
current-year expenditures. This increase will grow by the amount of any
salary and staft benefit increases approved %1)'7 the Legislature for the
budget year.

The proposed $206,000 increase is due primarily to an increase in staff
and operating expenses and equipment E)r on-site audits of hospitals to
ensure the accuracy of data received from these hospitals. Table 1 summa-
rizes the proposed changes in the operating budget of the commission.

The budget requests $217,000 and 2.4 positions to support five new
commission activities. The commission proposes to:

¢ Conduct on-site hospital audits of disclosure reports ($95,000). These
audits were recommended by the Auditor General as a method for
improving the accuracy of data collected from health facilities:
Review patient discharge data ($58,000).

Study disclosure report data processing alternatives ($30,000).
Increase temporary help to process penalty appeals ($11,000).
Modify the document display area of the commission’s offices
($23,000).

Three of these activities were initiated administratively during 1983-84,
at an estimated cost of $51,000.
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CALIFORNIA HEALTH FACILITIES COMMISSION—Continved
! Table 1 :

California Health Facilities Commission
Proposed Budget Changes
California Health Facilities Commission Fund

1983 Budget Act $3,548,000
Baseline adjustments, 1983-84:

1. 1983-84 salary increase 82,000
2. Early start-up of program change proposals 51,000
3. Miscellaneous adjustments ~7,000
Adjusted base budget, 1983-84 $3,674,000
Baseline adjustments, 1984-85:

1. Merit salary adjustment for 1984-85 45,000
2. Full-year cost of 1983-84 salary increase 34,000
3. Governor’s 3 percent staff reduction —11,000
4. Other baseline adjustments —16,000
Program change proposals :

1. On-site audits of disclosure reports 65,000
2. On-site reviews of patient discharge data 58,000
3. Study of disclosure report data processing alternatives 30,000
4. Temporary help to process penalty appeals 4,000
5. Remodel document display area 9,000
Increased reimbursements —13,000
Miscellaneous adjustments 1,000
Proposed budget, 1984-85 $3,880,000

ANALYSIS AND RECOMMENDATIONS

Reduce Fee Assessments

We recommend that the Legislature adopt Budget Bill language direct-
ing the commission to (1) limit its contingency reserve to $200,000 when
- caleulating its fee assessments and (2) update the expenditure and reve-
nue data used in the calculations, in order to reduce excessive contingency
reserves.

The commission is funded entirely from the California Health Facilities
Commission Fund, which was established by Ch 1241/71 solely for the
purpose of funding commission activity. The budget indicates that
$4,110,000 will be available to the fund in 1984-85. This amount consists of
a carry-over reserve from 1983-84 plus health facility fees and other reve-
nue that will be received in 1984-85. The $4,110,000 exceeds the commis-
sion’s proposed 1984-85 expenditures by $230,000. The $230,000 reserve
could be used to (1) fund additional expenditures authorized by the Legis-
lature, such as employee compensation increases, and (2) cover any reve-
nue shortfalls.

Actual Reserves Exceed Budgeted Reserves. During the last four
ears the commission’s actual reserve has averaged almost 15 percent of
udgeted expenditures and has exceeded the amount estimated in the

budget by an average of $266,000. Table 2 compares the actual and budget-
ed contingency reserves for 1980-81 through 1984-85.
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Table 2

California Health Facilities Commission Fund
Reserve at Year End
1980-81 through 1984-85

Actual Reserve
As a Percent -
Excess of Budgeted

Budget Actual Reserve  Expenditures
1980-81 $32,000 $203,000 $171,000 84%
1981-82 73,000 285,000 212,000 103
1982-83 500,000 780,000 280,000 24.6
1983-84 (estimated) .......ommmmenrens 200,000 600,000 400,000 16.3
1984-85 (proposed) ......immmmmmsssens 230,000 - — —

In the current year, the commission expects to end the year with a
reserve of $600,000, which is $400,000 more than the budgeted reserve:
Commission staff advise that the higher-than-anticipated reserve is due to
(1) a larger-than-projected carry-over from 1982-83, (2) reductions in
expenditures due to the Governor’s freeze on hiring and certain operating
expenses, and (3) higher-than-estimated revenue from penalties, invest-
ments, and sale of documents.

In addition, the commission already estimates that 1983-84 and 1984-85
revenue will exceed the amount shown in the 1984-85 budget document,
due to greater-than-anticipated document sales. The commission antici-
pates 1984-85 document sales will generate $11,000 more than the amount
budgeted as reimbursements. .

Fee Assessments Based on Outdated Budget Projections. The com-
mission calculates its annual health facility fee assessment based on projec-
tions of (1) gross annual health facility operating expenditures, (2)
support costs for the commission, (3) miscellaneous revenues, and (4)
reserves available from prior years. Although the commission performs
the fee calculations in April, it does not use the most recent data as the
basis for these calculations. Instead, it uses projections of support costs and
revenues developed in the previous November for use in the Governor’s
Budget, with only minor adjustments.

Between November and April of any year, numerous changes occur that
affect support costs and revenues. If the commission were to update the
projections immediately prior to performing the fee calculations, it could
consider excess carry-overs, increased document sales, and any other ex-
penditure and revenue adjustments before setting the fees: This would
also help the commission avoid building up excess reserves as it has done
in each of the last four years. : .

1984-85 Budgeted Reserve Too High., We believe the commission
needs to plan for a reserve. Our analysis indicates, however, that $200,000,
rather than the $230,000, would be sufficient for this purpose in 1984-85.
A $200,000 reserve, which is equal to 5 percent of proposed expenditures,
would allow sufficient funds to cover unanticipated revenue shortfalls of
up to $25,000 and still leave $175,000 for other contingencies, such as an
employee compensation adjustments adopted by the Legislature. Accord-
ingly, we recommend adoption of Budget Bill language requiring the
commission to (1) limit its reserve to $200,000 when calculating its fee
assessments and (2) update the expenditure and revenue data immediate-
ly prior to performing the fee calculations. The following Budget Bill
language weould accomplish this:
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CALIFORNIA HEALTH FACII.ITIES COMMISSION—Continued

“In adopting its assessment fee rates for hospitals and long-term care
facilities, the commission shall update its expenditure and revenue pro-
jections based on the most recent information available and provide for
a contingency reserve not to exceed $200,000.”

. The portion of the language limiting the reserve to $200,000 is identical to
language contained in the 1983 Budget Act but not included in the 1984
Budget Bill.

Youth and Adult Correctional Agency
DEPARTMENT OF CORRECTIONS

Item 5240 from the General
Fund and Inmate Welfare

Fund Budget p. YAC 1
Requested 198485 ........ccvvveivvornrniisisnnneeisnnesesesssssesessseseses $715,590,000
Estimated 1983-84........ccoviivvrvnnenreerrrernnens Crereuerereretesensrenseaas 604,239,000
Actual 198283 ..ottt ierise st et e eens 496,199,000

Requested increase (excluding amount :
for salary increases) $111,351,000 (- 18.4. percent)

Total recommended reduction ........ceccuererereererssreniernennseienns 11,404,000
Recommendation pending ............c.ooivenneessenneerernnensens 59,639,000
1984-85 FUNDING BY ITEM AND SOURCE
Item Description Fund Amount
5240-001-001—Department Operations General $693,281,000
5240-001-917—Inmate Welfare Fund Revolving 11,790,000
5240-101-001—Local Assistance General 10,519,000
5240-001-890—Department Operations Federal - (199,000)
Reimbursements - (12,444)

Total $715,590,000

. Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Funding for Inmate Population Growth. Withhold rec- 1328
.ommendation, pending analysis of population proposal
contained in the May Revision.

2. Current-Year Deficiency Requést. Recommend depart- 1329
ment report prior to hearings on its need for a current-year
deficiency appropriation. .

3. Community Work Furlough Facilities. Reduce Item 1330
5240-001-001 (General Fund) by $5,309,000. Recom-
mend deletion of overbudgeted funds.

4. Records Positions. Reduce Item 5240-001-001 (General 1331
Fund) by $28L000. Recommend deletion of 11 posi-
tions that are not justified by workload.

5. Search and Escort Staffing. Reduce Item 5240-001-001 1331
(General Fund) by $2,290,000. Recommend deletion of
71 search and escort positions to reduce system-wide dis-






