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purpose of the consolidation was to produce savings which ¢ould partially
fund the Office of the Secretary for Environmental Quality. In mid-1975,
the Legislature rejected the Governor’s reorganization plan, and it was
not resubmitted last year. However, a de facto agency has been in partial
" operation in spite of the Legxslature s action.

- The positions in the de factor agency office are presently funded in the
budgets of the Governor’s Office and the Air Resources Board. The CAS
is financed by assessments made on the Water Resources Control Board,
the Air Resources Board and the Solid Waste Management Board. The
expenditures and positions of the CAS show in the budget of the Water
Resources Control Board as a matter of convenience because they must
be shown somewhere. The chief of CAS has been supervised by the de
facto secretary even though there is no legal basis for such supervision.
-~ We have seen no evidence that the consolidated organization has pro-
duced any savings. In fact, costs for CAS appear to have mounted rapidly
even after considering workload increases. In 1975-76, expenditures were
approximately $1,445,000. For 1977-78 they are estimated at $2,054,908. We
note also that some of the functions which CAS originally performed, such

as budgeting, have been reassumed by its clients.

"~ For 1977-78, the budget of the Water Resources Control Board contains
an increase of 7 positions for CAS. Funding for these positions should not
be approved. The three client agencies of CAS should present their fund-
ing needs for their own administrative systems, and their budgets should -
~ be adjusted to return respon31b1hty for their admlmstratlve services to
them
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Requested 1977=T8 .........iivrcnriornsnseninsinsssssesssssssssesssssnssssosion $1,301,409
Estimated 1976-TT......covoreevvresivionivnnen. Lerveesebarensarerssneneesentsntonninenes 1,288,758
ACHUAL 1975-T6 ... e rese b s i sesensbaesessonesos 1,315,120
. Requested increase $12,651 (1.0 percent)
- Total recommended reduction .............iminniniirinivnnnn. None
- o ] : . R ‘Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Management Practices. Recommend development of pol- 454
icy and procedural statements for fiscal and programmatic
controls with a report to the fiscal committees April 1, 1977.

- .2.- Reduce Regional Offices. Recommend department phase 457
. out regional offices in Fresno and Oakland.

3. Merger of Nutrition Projects with Area Agencies on Aging. = 457
Recommend the Legislature require completion of merger
by time of projects’ 1980 renewal cycles.
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4. Moratorium on Designation of AAA. Recommend morato- 458
rium .on designation of new Area Agencxes on Agmg untll
© o July 1, 1978.

GENERAL PROGRAM STATEMENT

The California Department of Aging is authorized as the single state
agency to administer funds which are allocated to the state under the
federal Older Americans Act of 1965 as amended. The two major programs
under the act are Title III, providing for coordination of comprehensive
. services to the elderly, and Title VII, providing for nutrition programs for

the elderly. The department is responsible for planning, coordinating and
monitoring programs to stimulate the development of a statewide net-
work of comprehensive services which will promote the dignity, health
and independence of older persons.

The Governor’s Budget identifies five programs that are administered
through the department; Field Operations, Program Support, Administra-
tion, Director’s Office and Commission on Aging. The Commission on
Aging is semi-independent of the department. The Commission is man-
dated by state law to act in an advisory capacity to the department and

“various other governmental entities and to serve as the principal advocate
body in the state on behalf of older persons. : :

ANALYSIS AND RECOMMENDATIONS

The budget proposes a General Fund appropriation of $1,301,409, an
- increase of $12,651, or 1.0 percent, over the current year. The total budget
proposal including federal funds is $33,261,539, an increase of $3,917,149,
or 13.3 percent, over estimated current year expenditures. Apptroximately
$2.4 million will be spent for the administration of the department and the
commission, $9.2 million will be available in cash grants to Area Agencies
on Aging (AAAs) and direct service agencies to provide for coordinated
services to seniors and $16.7 million will be available in cash grants to fund

Table 1

Department of Aging
Estimated Total Expenditures
1976-77 and 1977-78

Estimated Proposed Percent’

Expenditure Items ‘ 1976-77 1977-78 Change
Department of Aging administrative costs...........cccu... $2,209,048 $2,221,933 +0.6%
Commission on Aging administrative costs . 195,586 202,028 +3.3
Cash grants, coordinated services, Title III . 9,213,545 10,625,333 +15.3
Cash grants, nutrition projects, Title VII ...........eeee. 16,736,582 - 19,379,250 +158
Special Items w ' ’
State reserve for nutrition 141,000 141000 . -
Long-range planning 123,216 - NA
Nursing Homes Ombudsman ..............ccumesreccomomesssene 74449 41031 = 667
Title II1, model projects 123,103 123,103 _ -
. Title IV A, training grants - . 527861 ‘ 527,861 : -
Total ......... : $29,344,390 $33,261,539 +13.3%
General Fund. X $1,288,758 $1,301,409 +1.0%

Federal funds ;- $28,055,632: $31,960,130 S +13.9%
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nutrition projects throughout the state. Table 1 compares estimated total
expendxtures for fiscal year 1976-77 with the proposed budget for 1977-78.

PROGRAMS ADMINISTERED UNDER TITLES Ill AND Vi OF
THE OLDER AMERICANS ACT :

The Department of Aging administers the two major. programs (Coor-
dinated Services for Aging and Nutrition Projects) authorized and funded

. through the Older Americans Act of 1965 as amended. Both programs are
operated through contractual arrangements with local government juris-
dictions or private nonprofit organizations. The department administers
and monitors the contracts through regional offices located in Los Ange-

les, Oakland and Fresno.

‘Coordinated Services for Older Persons—Title IH

" Title III of the Older Americans Act prov1des for coordmatlon of serv-
ices to the elderly (age 60 and over).

For administrative purposes the Department of Aging has divided the
state into 25 Planning and Service Areas (PSAs). Within 15 of those 25
areas, the department has designated Area Agencies on Aging (AAAs)
which range in size from one county to several counties and the City of
Los Angeles. The 15 AAAs have approximately 90 percent of the state’s
elderly population within their jurisdiction. Each AAA is responsible for
development of the planning and coordination of services within its area.

The Coordinated Service program is carried out through contracts
negotiated with designated AAAs throughout the state. Each AAA must
" (a) develop an area plan including demographic data about the elderly

population, available services, service gaps, etc., and (b) fund those serv-
ice projects'which best meet the priority needs identified in the ared plan.

A problem exists in that the many services available to older persons

, through a variety of sources are often fragmented and overlapping. Many
seniors do not know services exist or how to apply for them. The task of
bringing together these disjunctive services into a statewide service deliv-
ery system is the responsibility of the Department of Aging through the
AAAs,

Services to the elderly in the 10 PSAs outside the jurisdiction of the
designated AAAs are established through grants to direct service agencies
(DSAs). Services provided through DSAs are primarily of a coordmatmg
nature such as information and referral services.

Nutrition Projects—Title VII

The objective of the nutrition program is to provnde low-cost, nutrition-
ally sound meals to needy senior citizens on a regular basis in attractive
- surroundings. Federal regulations require that each project be located in
‘an area serving target groups of eligible persons having the greatest need
for nutritionsservices. Criteria for selection of target groups include iden-
_ tification of elderly persons who do not eat adequately because of poverty,
lack of knowledge, limited mobility or:lack of motivation. Each nutrition
project approved by the department is usually required to serve, in a
congregate setting, a minimum of 100 nutntlonally balanced meals dally,

ﬁve days or-more a week. -

N
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The projects, which must also provide minimum social services to par-
ticipants, are seen as one alternative to the institutionalization of seniors
resulting from physical and mental deterioration caused by madequate
nutrition and/or personal isolation.

Management Practices

We recommend that the department (1 ). develop detailed po]zcy and
procedural statements relating to the establishment of effective fiscal
controls for all Title Il and Title VII grants; (2) adopt the federal evalua-
tion forms for monitoring and evaluating Title Il and Title VII projects
and train field staff in their usage; (3) direct field staff to concentrate on
completing the federally required evaluation visits in a timely and mean-
ingful manner; and (4) report progress on the solution to these problems
to the legislative fiscal committees on or before April 1, 1977

The State Department of Finance Program Evaluation Unit prepared
a report in September 1974, which found that the Office on Aging (now
the Department of Aging) had failed to establish an effective manage-
ment system in relation to both Title III and Title VII programs. As a
result, grant applications were not being evaluated objectively, fiscal con-
trols over the grants were inadequate, local programs were not operating
effectively or efficiently and there were high risks of mxsappropnatlon or
misallocation of funds.

In October of 1975, the Joint Leglslatwe Audit Committee reported that
the same basic problems still existed a year after the Department of Fi-
nance report. The audit committee further pointed out that over $14
million in federal funds which were potentially available for distribution
for programs for the seniors had not been distributed due to the manage-
ment practices of the office.

In commentmg on the report of the Joint Legislative Audit Committee,
in last year’s Analysis of the Budget Bill, we noted that there were a
number of factors beyond the control of the department which led to the
unspent federal funds. One major cause for the unspent money was.the
past federal funding procedure which allowed appropriated funds being
used for senior programs to be available for up to three years. Such fund-
ing will be discontinued effective September 30, 1977. A second major
factor which led to an excess of unspent federal funds was the start-up
process of new grantee projects. The start-up process usually leads to a
delay in both the allocation and the expendlture of available funds. Most
of the projects which are now receiving grants, however, are renewals
rather than new grants.

Because these two major contributing factors are now removed, the
department should be able to design administrative controls that will
assure timely expenditure of federal funds for seniors. The amount. of
unspent federal funds is larger this year than it was a year ago. There were,
as of October 31, 1976, over-$16 million in unspent federal funds from the
fiscal years which ended June 30, of 1974, 1975 and 1976. In addition, there
are $5.4 million from the federal transition quarter ending. September 30,
1976 (July 1 to Sept. 30, 1976), and $28.3 million that must be encumbered
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during the current fiscal year. The $28.3 million consists of $10.6. million
for Title II1, Coordinated Serv1ces and $17 7 million for Title VII nutrition .
projects.

Table 2 shows the federal funds available to California, encumbered and
requested by grantees during fiscal years 1973-74 through 1976-77.

Table 2

Federal Fund Obligations and Expendltures
1973-74 through 1976-77
As of October 31, 1976

' Fiscal

’ Year
Fiscal Fiscal Fiscal 1976 - 1976-77*
Year Year Year Transition.  (October-

1973-74* -~ 1974-75" 1975-76" Quarter®  September)

Title III Coordinated Serv- .’
ices

Available ...l $4,780,795 $6837,118  $8028292  $0.720,674°  $10,625,833°
Encumbered.... 4743047 6,815,586 8027682 2720673 o
Requested by grant: 4,251,408 5,790,467 2,125,159 — i -

Unrequested by grantee ~ 491.630° ©  1025119° 5902523 2720673 —

Title VII Nutrition ‘ v -
Available ..o, $8,454,413 $10,609,656  $10,773954  $2,693,488°  $17,724,803°
Encumbered 8,451,488 10,609,656 9,524,630 - —
Requested by grantee ... ~ 8,406,655 9,446,469 2,099,909 - : —
Unrequested by grantee 44,833° 1,163,187 7,424,721 — S

* Federal fiscal year funding; does not necessarily correspond to state fi sc.xl year

b Available July-1976.

¢ Available October 1976. Must be obligated by July 1, 1977,

9 Balance is result of carryover not transferred to current contract due to Iate closeouts.

€ Unused balance on.two contracts which ended 6/30/76.

. Weare concerned by the large amounts of funds which, although en-
cumbered, have been unrequested by the grantees. The fiscal controls of

the department are madequate to assure timely expenditure of funds.
Once a federal fiscal year is completed the funds obligated cannot be
reallocated to another local agency. They must either be reallocated to the
same agency or returned to the federal government. We understand that
at least $50,000 from fiscal year 1973-74 will be returned to the federal
government.

" The department is considering the establishment of new fiscal policies
which will create an incentive for local agencies to expend grants in an
appropriate manner within the fiscal year. We endorse these efforts.
However, the department indicates that this may result in returning sub-
stantial amounts of unspent funds to the federal government. We believe
the department should be able to design fiscal controls which will insure
proper utilization of funding without experiencing the loss of funds which
are needed to secure vital servicesfor California’s senior citizens. We are,
therefore, recommending that such controls be designed and a report be
presented to the fiscal committees by April 1, 1977.

Management Failure.. The department’s management of Title III and «
Title VII funds has not improved during the past year. The department
has failed to establish procedures for timely evaluations of grantees. Al-
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though federal regulations require that each AAA and DSA be evaluated v
once a year and that nutrition projects be evaluated once a quarter nei-
ther of these requirements is being accomplished. o

State oversight of AAAs is inadequate. Consequently, AAAs are not
properly identifying priority needs of the elderly. Neither are they:
cataloguing existing resources for the elderly. Resource lists that have
been developed are not kept up-to-date. Area plans developed by the -
AAAs are not followed up by the department to assure that the services
being funded are consistent with identified priorities. ‘

Basic procedures for fiscal review of the grantees have never been
established and implemented by the department. As a result, no correc-
tive actions are taken even when staff reviews indicate that the grantee
is engaged in activities which are not properly funded through the Older
Americans Act. Furthermore, when regular fiscal reports submitted by
nutrition projects clearly show significant cost variations from the norm,
the department has taken no corrective action. In brief, the department
has failed to develop the basic management procedures necessary to in-
sure that, fiscally and progammatically, grantees under the Older Ameri-
cans Act are providing viable and coordinated services to California’s
senior citizens.

The department should immediately adopt adequate procedures for the
development of both fiscal and program standards. Contracts with Title
IIT and Title VII grantees should clearly require conformrty to established
standards.

Refusal to Implement Evaluation Procedures. After three full years of
operating as an office and now a department, under the latest amend-
ments to the Older Americans Act, the department has failed to establish
and implement evaluation standards and procedures for both Title III and
Title: VII. The department indicates that it lacks adequate staffing to
develop good evaluation procedures. However, the federal Administra-
tion on Aging has developed recommended evaluation procedures for
both Title IIT and Title VII programs which could be implemented im-
mediately by the department. The department has consistently refused to
implement these procedures. It evaluates programs in an unorganized,
nonuniform manner while waiting to obtain sufficient staff to develop its
own evaluation procedures.

Field staff who are visiting both Title III and Title VII projects are often
not clear as to their role or function. As a result, there is much wasted
effort on the part of the staff in visiting the projects under their jurisdic-.
tion. The staff needs to be more oriented toward effective fiscal and
management practices and less oriented toward social programs. We be-
lieve 'that this transition could be partially accomplished by immediately
adopting the federal evaluation procedures, training staff in their usage
and directing staff to give primary emphasis to the use of this evaluation
tool in both monitoring the ongoing operations of the prOJects and in
making refundmg determinations.

In order to insure that immediate steps are taken by the department to
establish workable fiscal controls and effective evaluation procedures, we
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recommend that a progress report be submitted to the flscal committees -
on ‘or before April 1, 1977. .

Reduced Number of Regional Offices

We recommend that the department begin immediately to phase out
the regional offices in Fresno and Oakland and that all operations be
conducted from the central office in Sacramento and the regional office
in Los Angeles on or before January 1, 1978,

-Currently, the department administers contracts with Title III and Title

VII grantees through regional offices located in Los Angeles, Oakland and
Fresno. Locating regional offices in the proximity of the grantees may
have the advantage of facilitating technical assistance to grantees. This
results in a lessening of travel costs and more convenience for the consult-
ants to live closer to their areas of responsibility. However, we believe
there are several good. reasons for centrahzmg the staff whlch is now
located in offices in Oakland and Fresno.
- Unification of Procedures. One of the major problems that has con-
fronted the department is the lack of consistent application of basic proce-
dures. Each of the three regional offices tends to operate
semi-independently of the department. Thus, there tends to be four dis-
tinct sets of operating practices and procedures. The southern California .
area is too large to be served effectively from Sacramento. However,
policy-making and implementation problems now experienced by the
department could be significantly alleviated by the elimination of the. -
regional offices in Fresno and Oakland.

Less Need for Emergent Intervention. The older an organization
becomes, the less need there is for emergent intervention practices. As the
AAAs become more established and the nutrition projects more refined
in their operation, there is less need to have consultants who are immedi-
ately available to these organizations. This lessens the need for regional
offices located in the central valley and in the bay area.

Better Utilization of Limited Staff. The centralization of staff would
allow for more specializing of consultants as either Title III or Title VII
management consultants. This would help to develop better policies and
procedures in each program. It is expected that the federal government
will be requiring more specialization in these two areas. Furthermore, by
having a cadre of consultants at the central office, the department could
delegate staff work to some of the consultants, thus better utilizing existing
staff to improve management practices. During some of our field visits we _
“were informed by project directors that consultants from the department
often visit the projects without any discernable purpose. Centralization of
field staff should contribute to a strengthening of staff roles.

Merger of Nutrition Projects With Area Agencies on Aging

We recommend that the Legislature pass a resolution directing eaclz
Title VII nutrition project within areas covered by an Area Agency on
Aging to be funded through that agency by the beginning of each nutri-
tion project's 1980 renewal cycle..

The nutrition projects spend approximately 17 percent of thexr grants
for social services to project participants. In spite of this significant ex-
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penditure for social services, the projects are funded directly by the de-
partment rather than through the AAAs which have the responsibility of
coordinating all services to the elderly in their respective areas. This
practice developed during the early stages of growth of the AAAs at which. -
time they were administratively incapable of handling the funding and
monitoring of the nutrition projects.

In 1976 the Legislature directed the department to begin phasing in the
funding of Title VII projects through' AAAs. On January 7, 1977; the de-
partment issued a statement declaring its intention to begin such a pro-
gram. The merging of the programs will provide a better integration of -
social service resources in the affected Planning and Service Areas. It
should also enable the use of more nutrition project funds to buy meals by
providing the needed social services through other resources in the area. -

However, some of the area agencies are still not sufficiently developed
to assume responsibility immediately for funding and evaluating the nutri-
~ tion projects, primarily because the department has failed to exercise the
proper oversight of the AAAs. Thus, funding of the nutrition projects
through AAAs should be phased in where the AAA now has the expertise
to administer the funding. New nutrition projects should be funded
through the AAAs which are capable of handling the responsibility. Since
" nutrition projects have individual budgeting cycles, project renewal dates -
 vary. The most orderly merger of the nutrition projects with the AAAs can
be achieved by phasing in on a project-by-project basis as renewal dates
occur. :

In order to insure that the nutrition projects are merged with the coor-
dinated service programs under the planning and coordinating efforts of
the AAAs in a timely manner, we are recommending that the Legislature
set a firm deadline for the transition to be completed. This will provide
the department time to assist AAAs to assume the responsibility and to -
. work with nutrition projects in making the transition.

Moratorium on Designation of AAAs

We recommend that there be an immediate moratonum on the deszg-
nation of any further AAAs until July 1, 1978, pending the establishment
of effective evaluation and fiscal management systems in the Department
of Aging. _
., On December 1, 1976, the Department of Aging released a new policy

statement regarding Area Agencies on Aging. The new policy setsasagoal
the redesignation of the Planning and Service Areas (PSAs) in the state .
so that each county within California will constitute a single PSA. This
action would increase the number of PSAs from the current 25 to a total
‘of 59 (all of the 58 counties in the state plus Los Angeles City whlch already
is constituted as a separate PSA).

The policy further describes a total of four increasingly responsible
types of area agencies which may be designated. Finally, the policy pre-
sents a plan to allocate' among the 59 proposed PSAs, the $10.6 million Title
III funding for fiscal year 1976-77. The state allocation formula attempts
to allow for-a fundlng differential for.the rural counties in order to im-
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prove services to seniors in rural communities. IR

The projected policy cannot become official until the department ob- .
tains formal approval of the amendment to the fiscal year 1976-77 state:
plan filed with the federal Administration on Aging. Part of the process
for such an amendment to be approved requires a formal public hearing,
approval by the Governor, and final approval by the Commissioner of the
federal Administration on Aging.

Inefficient Resource Utilization. One of the major problems we find
with the policy statement is that it provides for a coordination of services
to relatively small segments of senior citizens. Originally, there was a
requirement that a designated AAA must serve an area containing at least
100,000 senior citizens. There are in the state, 21 counties with less than
5,000 seniors. We believe that attempting to package a comprehensive
service delivery system for a relatively small group of people is counter
to cost-effective planning and would be an inefficient use of limited re-
sources. :

Questionable Assumptions. ~The policy statement is based on two bas1c
assumptions which are not necessarily consistent with current experience,
e.g. (1) the most effective Planning and Service Area is one which coin-
cides with the jurisdictional boundaries of existing county governmerits,
and (2) the most effective administrative body to serve as an AAA is a unit
within county government. Contrary to the first assumption, examples in
local planning experience have shown there is merit to multi-county coor-
dination activities. In ¢ontrast to the second assumption, several of the
current AAAs which are units of a single county government have been
among the most ineffective and inefficient agencies. In some instances, a
private agency contracting with a single county government or with sev-
eral adjoining county governments may be the most effective means of
achieving inter-program coordination.

Administratively Costly. The new policy creates a system that will be
costly to administer. To move from 15 existing AAAs to a potential of 59
AAAs, each having a director, will consume the limited Title III resources
allocated to California for planning and coordinating services to the elder-
ly. We concur with the department’s desire to improve services to senior
citizens in rural communities. However, we believe that those needs can
be better met through the current practice of funding direct service
agencies to provide limited services until such time as'a plan can be
developed which is based upon a proper evaluation of the current experi-
ence. Current AAAs provide coverage for over 90 percent of California’s
elderly. This coverage should not be needlessly disrupted in an attempt
to provide coverage to the remalnmg 10 percent.

Inadequate Data. The policy has, in effect, been developed in a data
vacuum. The department has failed to develop an effective management
information system on which to base policy changes. We believe that the
department should not designate any new Planning and Service Areas or
new Area Agencies on Aging until the current system is properly managed
and evaluated. Then policy improvements can be based on the analysm of.
hard data.

In order to make sure that the planning and service coordination system
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in California is both efficient and effective, we recommend that no basic
changes be made in the existing system until July 1, 1978.

Heaith and Welfare Agency
OFFICE OF ALCOHOLISM

Items 238 and 239 from the '
General Fund Budget p. 575

Requested LOTT=T8 ...........civvcemmmrimierresessssssnsssssosesssgosssnssssssssenes $32,735,995
Estimated L1OT6-TT....c.ueiiriiisrissinneeeissensesesessssivessesssessseens 29,066,168
ACHUAL 1975—T6 ...ocvvrrrerererereernreeinsissssssssssssssssssresrressssssssasrasssses 20,962,088
Requested increase $3,669, 827 (12.6 percent) : :
Total recommended reduction ...........cccecevrvverecinrinrnnrsreeesnnnns ~ Pending

1977-78 FUNDING BY ITEM AND SOURCE

Item Description : ) Fund Amount
238 State Operations General ' $1,578,293
239 Local Assistance : General . . 29,410,652
Budget Act of 1976, Item 280(g) Research Centers General , 700,000
Budget Act of 1976, Item 280.1 Public Inebriate General 1,500,000
Project )
Total Available ’ $33,188,945
Balance Available in Subsequent Years —452,950
Total Expenditures " $32,735,995
. ' ] ) Anal;&fs
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS Dpage

1. Role of Office of Alcoholism. Recommend the office pro- 461
vide to the fiscal committees prior to budget hearings a A
definitive statement regarding its perceived role under ex- ’
isting law. ' '

2. County Program Expansnon Recommend report to the fis- 463
cal committees prior to budget hearings regarding im- ;

" plementation of county program augmentation. o
'3, Public Inebriate Project and Research Centers. Recom- 463
mend report to the fiscal committees prior to budget hear-

"ings on status of projects. '

4. State Hospitals. Recommend report to fiscal committees 464
prior to budget hearings on decision for continuation of
Camarillo program and level of hospxtal servxces for flscal
year 1977-78.

5. Traffic SafetyProject. Recommend report to Joint Legisla- 465
tive Budget Commiittee by November 1, 1977 on office’s o
plan for statewide implementation and evaluation of
project.
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6. Prevention Project. Recommend report to the fiscal com- 466
mittees prior to budget hearings on final project plan and
evaluation design.

GENERAL PROGRAM STATEMENT

Chapter 1128, Statutes of 1975, established the Office of Alcoholism on
January 1, 1976. The office is responsxble for administering the state alco-
holism program and assisting county alcoholism administrators in develop-
ing local programs. Direct alcoholism services are provided by
county-administered programs. Chapter 1128 states that county programs
shall include the following services: prevention, information and referral,
early diagnosis and detection, detoxification, treatment and vocational
rehabilitation. Not all county programs currently provide each of these
services.

Each county receives an allocation from the General Fund and from
federal alcoholism funds. Participating counties also receive state alloca-
tions for the Medi-Cal alcoholism program, state hospitals program, voéa-
tional rehabilitation program, and a federal allocation for a special project
for alcoholic recipients of federal supplemental security income pay-
ments. Chapter 1128 requires that General Fund allocations be matched.
with county funds on a 90/10 basis. Under Chapter 1128, each county is
required to prepare and submit a final program budget to the Office of
Alcoholism by October 1 of each year. At the time of the preparation of
this analysis, the office had received 50 of the 57 county budgets for fiscal
year 1976-77. However, because many of these budgets were incomplete
or inaccurately prepared, the office has approved only 19.

'ANALYSIS AND RECOMMENDATIONS

The Governor’s Budget proposes a General Fund expendlture of $32,-
735,995 for the 1977-78 fiscal year, which is $3,669,827 or 12.6 percent more
than is estimated to be expended during the current fiscal year. Included
in this total General Fund expenditure are amounts of $1,578,293 in Item
238 and. $29,410,652 in Item 239 of the Budget Bill as well as $1,747,050
carried over from the 1976 Budget Act. Total program expenditures, in-
cluding federal funds, are $38,250,235 which is $4, 046 514 or 11.8 percent
more than the current year.

Table 1 summarizes the office’s proposed budget and indicates dollar
and position changes from the current year. The major proposed increases
are $2 million to expand services provided by county alcoholism programs
and a 6 percent cost of living.

Hereafter we make several recommendations that the office provxde
additional information to the fiscal committees prior to budget hearings
because the office appears to be making very slow progress in implement-

.ing a number of the projects funded in fiscal year 1976-77. As a result, we
~ have little information available on which to base a recommendation for
continued or expanded appropriations for the budget year.

Role of the Office of Alcoholism

We recommend the Office of Alcoholism provide to the fiscal commit-
tees prior to budget hearings a definitive statement regarding its per-
ceived role under existing law.




462 / HEALTH AND WELFARE , ' Items 238-239

OFFICE OF ALCOHOLISM—Continued

Table 1

Budget Comparison of Total Prograh Expenditures
1976-77 and 1977-78

Estimated Proposed v C'Iumge from 1976-77

Program 1976-77 1977-78 Amount Percent
State Administration and Projects........... _— $2,869,549 . $3,740,222 $+870,673  +30.3%
Subvention to Counties®...........ceecirn 31,389,698 34,548,263 +3,158,565 +10.1%
Prevention (2,035,578) (2,292,573) (+256,995) +126
Identification (4218021)  (5086,504)  (+868483) +359
Treatment c (21,313,345)  (22,559,332)  (+1,245,987) +5.8
County Administration........oveeismeenss (3,822,754) (4,609,854) (+787,100) 4206
Total . $34,259,247 $38,288.485  +$4,020238  +11.8%
Reimbursements —55,526 —38,250 +17,276 +31.1%
Net Total $34,203,721 $38,250235 $+4,046514  +11.8%
.General Fund . $29,066,168 1 $32,735995 - $+3,669.827 +126%
Federal Funds $5,137,553 $5,514,240 $+376687 = +13%
Personnel-Years ...... 674 - 69.4 +2 +3.0%

* Includes $1 million for cotinty portion of public inebriate demonstration project and $824,586 for county
portion of prevention demonstmtlon project.

In accordance with the provisions of Chapter 1128 our office submitted
a report to the Legislature on January 10, 1977 which reviewed the-admin-
istration of the state alcoholism program. That report stated our opinion
that the office had not provided effective leadership in its first year, and
had not adequately performed a number of important administrative
functions. We concluded that until the office can fulfill its major function
of providing direct planning, oversight and review with a greater degree
of effectiveness, it should deempha51ze exploring areas for possible pro-
gram expansion.
~ In subsequent discussions with the Office of Alcoholism regarding our

report, the office stated that it had been unable to provide stronger leader-
ship for the state alcoholism program because it lacked the authority to
establish statewide priorities. This confusion regarding the appropriate
role for the Office of Alcoholism appears to stem from ambiguities in
Chapter 1128. For example, Sections 19900 and 19903.5 of the Welfare and
Institutions Code require the office to oversee the administration of
county programs, administer the statewide alcoholism program, and de-
velop and implement a comprehensive, uniform plan for alcoholism pro-
grams throughout the state. However, Section 19920 states that is the
intent of the Legislature to grant respons1b111ty to the county to administer
and manage all county programs and to encourage the county to establish
its own priorities for alcoholism programs.

We believe that unless the office has the authority to establish and
implement statewide priorities for the state alcoholism program, there is
little need to continue the office at its current funding and staffing level.
In our report we indicated a need for the office to identify the administra-
tive and program responsibilities of the office and of individual counties
and to define that relationship by policy statements set forth in the state
plan. We reiterate this need and recommend that the office provide to the
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fiscal committees prior to budget hearings a definitive statement regard-
ing its perceived role under existing law. If the office identifies its role as
an advisory organization rather than a leadership organization, we believe
the Legislature should consider legislative amendments to increase the
office’s authority or should consider a reduction in the office’s admmlstra-
tive budget.

Expansion of County Programs:

We recommend the Office of. Alcoholzsm report to the fiscal committees
prior to the budget hearings on how counties are spending the .5’4 m1]110n
augmentation made for fiscal year 1976-77.

The budget proposes an increased General Fund expenditure of $2
million to expand county services. This would bring the total amount of
state and federal funds available for county programs to $34,548,263 for the
budget year. A $6 million augmentation for county programs was ap-
proved by the Legislature for fiscal year 1976-77. However, the Governor
reduced this amount by $2 million and indicated that the full $6 million
would be available for fiscal year 1977-78. Budget Act language for fiscal
year 1976-77 required that augmentation funds be allocated to counties on
a per capita basis with a minimum established for counties with small
populations. In addition, the office required counties to use augmentation
funds to expand service programs.

. . At the time of this writing the majority of county budgets forfiscal year

1976-77 had not been approved. As a result, the office was not able to
identify how counties were planning to spend the $4 million augmentation
for fiscal year 1976-77, e.g., to fund program expansions, new programs,
increased costs, replacement of declining grants and revenues, etc. We
believe such information should be available for review by the Legislature
prior to consideration of an additional augmentation. We therefore recom-
mend. that the office provide such information to the fiscal committees
prior to the budget hearings.

Public Inebriate Demonstration Project and Research Centers .

We recommend the Office of Alcoholism report to the fiscal committees
prior to the budget hearings on the status of its public inebriate project
and research centers.

Last year, the Legislature added $2 million to the office’s budget to fund
a public inebriate demonstration project for fiscal year 1976-77 and $1
million for the purpose of establishing research centers pursuant to Chap-
ter 925, Statutes of 1975. Budget Act language for the research centers
stated that the $1 million was appropriated without regard to fiscal year.

Table 2 summarizes the expenditures for the two projects as proposed .
in the Governor’s Budget for fiscal year 1977-78. Section 10.08 of the
Budget Act of 1976 states that the unencumbered balance of the $2 million
for the public inebriate project will be available for expenditure until June
30, 1978. At the time we prepared this analysis, the office had submitted
contracts for university research centers and contracts with counties for
the public inebriate demonstration project to the Department of Finance
but these had not yet been approved. Therefore, we are unable to identify
how funds for either project will actually be spent in 1976-77. We are
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concerned about the office’s delay in starting these projects and believe
approval of funds for fiscal year 1977-78 should be based on a review of
the office’s expenditures in the current year. We therefore recommend
the office report to the fiscal committees prior to the budget hearings on
its plans for spending $1 million for research centers and $2 million for a
publlc inebriate project during fiscal years 1976-77 through 1977-78.

Table 2 '

- Proposed General Fund Expenditures for Research Centers
and Public Inebriate Project
1976-77 and 1977-78 }

Balance

: available

Estimated  Proposed  in subse-

. 1976-77 1977-78 quent years  Total

Research centers.... : $300,000 $700,000 —  $1,000,000
Public inebriate project... e . 500,000 1,047,050  $452,950 2,000,000

State Hospitals :

We recommend the office report to the fiscal committees prior to the
budget hearings on (a) its decision regarding the continuation of the
Camarillo program, and (b) the level of services to be purchased by the
proposed appropriation for state hospitals and whether that level will
satisfy existing service needs.

Last year the office indicated it planned to reduce inpatient services for
alcoholics at Camarillo and Metropolitan State Hospitals. The reason for
this proposed reduction was the high cost of such services compared with
community-based programs. During budget hearings the Legislature re-

~ jected the office’s plan for an immediate termination of the Metropolitan

program. Instead, the Legislature directed that the Metropolitan program
be phased-out on a gradual basis during 1976-77 to assure a smooth transi-
tion to community programs by June 30, 1977.

At the same time, the Legislature directed the Office of Alcoholism to

' submit a report by January 1, 1977 on (1) a plan regarding the future use

or replacement of alcoholism programs at the two state hospitals, and (2)
the monitoring procedures for state hospital patients with primary diagno-

- sis of alcoholisn who are not being treated in hospital alcoholism pro-

grams. At the time of this writing, these reports had not been submitted
to the Legislature.

In September 1976, the office stated that the Metropolitan phase-out
was not progressing according to schedule. Instead, counties were using
their state hospital dollars and patient days at too fast a rate. This problem
stemmed from (1) lack of careful admissions screening by the county
programs and hospitals, (2) failure by the office to monitor patient-day
utilization until the end of the first quarter of the fiscal year, and (3)
increases in patient-day cost which were due in part to over-utilization of
more expensive hospital treatment services. The office has taken steps to
reduce the monthly utilization of patient days. Nevertheless, funds budg-
eted for hospital services for fiscal year 1976-77 will probably be insuffi-
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cient and additional funds may need to be redirected from other pro--
grams.

The budget for fiscal year 1977-78 proposes a General Fund expenditure
of '$1,903,900 for state hospitals. Of that amount, $1,231,570 is to continue
the program at Camarillo-and $672,330 is to develop additional community
facilities to replace the Metropolitan program. The budget also states that
the office will continue planning to phase-out the remaining alcoholism
program at Camarillo. The Legislature has already requested the office to
report on such plans and has given it almost a year to do so. We therefore
recommend the office report to the fiscal committees during budget hear-
ings on its decision for continuing the Camarillo program. In addition, in
order to avoid a possible deficit during the budget year, we recommend
the office work with the Department of Health and report to the fiscal
committees prior to the budget hearings on the level of hospital services
to be purchased by the proposed appropriation.

. Alcohol Traffic Safety Project -

We recommend the office submit to the Joint Legislative Budget Com-
mittee by November 1, 1977 the following information regarding a state-
wide program for treatment of drunk-driving offenders: (a) its plan for
statewide implementation including ongoing costs of administering the
program, and (b) its evaluation of the four-county demonstration project.

Chapter 1133, Statutes of 1975, established a four-county demonstration -
project which permits drunk-driving offenders convicted for the first or
subsequent offense to retain their driver’s licenses if they participate in a_
treatment program for problem drinking for at least one year. The project
began January 1, 1976 and is scheduled for statewide implementation by
January 1, 1978. , d

Chapter 1133 also.appropriated $30,000 to the office for the period from
January 1, 1976 through June 30, 1977 for project staff. The cost of individ-
ual county programs will be funded by user fees. However, office adminis- .
trative costs have far exceeded the $30,000 appropriation. In fiscal year
1976-77, the office estimates it will spend an additional $50,000 for the
project. The Governor’s Budget proposes an expenditure of $120,776, all
funds, for the following purposes (1) $35,526 for salary and staff benefits
- and operating expenses to continue 1.5 positions to monitor the program,
and (2) $85,250 for consultant expenses to assist in evaluating the project
and certifying approximately 150 drunk-driving programs. The budget
states that $38,250 will be reimbursed from certification fees for a net
General Fund expense of $82,526.

Both the Office of Alcoholism and the Department of Motor Vehlcles
are currently designing evaluations of the four-county demonstratlon
prOJect The office is also developing a plan for expanding the program to
all counties. We believe such information should be available for review
by the Legislature prior to statewide implementation. We therefore rec- v
ommend the office submit an implementation plan and its evaluation of
the demonstration project to the Joint Leglslatxve Budget Committee by
November 1, 1977. Because of the program’s escalating cost, we, further -
recommend that such a plan include an estimate of annual ongoing cost

!
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to the General Fund for program administration.

Alcqhol Prevention _Demonstrétion Project

We recommend the Office of Alcoholism submit to the fiscal commit-
tees prior to budget hearings a final plan for an alcohol prevention project
and an evaluation design which includes identification of estimated
project impact, time schedule of evaluation activities, description of
evaluation measures and a component for evaluating the impact of school
alcohol education efforts.

Last year $813,845 was appropriated from the General Fund to begin an
alcohol prevention demonstration project. The stated goal of the project
is “‘to.prevent individuals from developing drinking behavior that is detri-
mental to their health, or causes family, social or economic problems, or
creates a financial burden upon the government.” Three communities will
be selected for the following purposes: (1) target of a media broadcast
effort only, (b) target of a combined media, neighborhood and school
contact effort, and (c) control group. The office estimates the project will
run for a minimum of three years and indicates it is currently developing
one-year contracts with demonstration counties, a media consultant and
an evaluation consultant. ‘

The Governor’s Budget proposes a General Fund expenditure of $854,-
837 to continue the project during fiscal year 1977-78. The budget also
states that funds currently administered by the Department of Education
through an interagency agreement with the Office of Alcoholism will be
redirected to concentrate on school education aspects of prevention.

The Legislature has directed our office to report on the office’s plans for

evaluation of the project in the 1977-78 Budget Analysis. At the time of
this writing, demonstration counties had not been selected and the evalua-
tion design had not been finalized. As a result, our analysis is based on a
review of the office’s evaluation request for proposal and a proposal by the
selected evaluation consultant.
" Before a final evaluation design can be prepared, we believe the office
should develop a project plan which identifies a schedule for project
implementation and completion and an estimate of the total cost of the
project. We also believe the office’s preliminary evaluation plan should
include the following important elements:

1. An identification of the projected level of change in information,
attitudes, behavior and alcohol-related problems which the project is ex-
pected to achieve. Until this is done, the office will have no basis on which
to assess the success or failure of the project. :

2. A time schedule of evaluation activities including collection and-anal-
ysis of data, and preparation of preliminary and final reports. Periodic
progress reports should be scheduled to assure that the Legislature is kept
apprised of the progress of the project. :

3. A description of indicators to be used in measuring changes in the
target communities and a discussion of the appropnateness and rellablhty
of such indicators.

4. A component for measurmg the effectiveness of school alcohol edu-
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cation efforts in changing drmkmg attxtudes and behavior of students in
project counties. During fiscal year 1974-75 through 1976-77, the office
will have spent approximately $272,000 from the General Fund to contract
with the Department of Education to provide alcohol education services
‘to school districts. Yet neither the office nor the Department of Education
has evaluated the impact of such programs.

We recommend the office submit to the fiscal committees prior to the
budget hearings a final plan and evaluation design for the prevention
project which includes these components. .

Future of the Office of Alcoholism

Chapter 1128, Statutes of 1975, states that it is the intent of the Legisla-
ture that the state alcoholism program be part of a comprehensive state
health program. We do not believe the state alcoholism program should
continue indéfinitely in a separate Office of Alcoholism with separate
funding allocations, program review and certification procedures, ehglbll-
ity determinations, fee schedules, and budgeting and reporting require-
ments. Such a situation will merely perpetuate fragmentation of state
health services. The state alcoholism program should be transferred to the
Department of Health as soon as that department can assume these addi-
tional responsibilities.

Health and Welfare Agency
SPECIAL ASSISTANCE FOR CHILDREN S PROGRAMS

Item 240 from the Ceneral

Fund - : Budget p. 578
Requested 1977-T8 ... ...oveeerercerisnessessrssessesssssssssassassssassisnnes $4,757,280
Estimated 1976-77.........ieeriinierenenrecesseressesssnionses wererenerneanes 1,488,000
Actual 1975-T6 ...........ccooirc i o —

Requested increase $3 269,280 ,
Total recommended reductlon .......................................... ereenens ‘ None

ANALYSIS AND RECOMMENDATIONS

. We recommend approval. :
. The Governor’s Budget proposes a General Fund appropriation ‘of $4,-
757,280 for the 1977-78 fiscal year which is $3,269,280 more than the Cen-
eral Fund expenditures for the current fiscal year. : ,
Last year the Budget Act appropriated $4,488,000 from the General
Fund for child care services (excluding funds in the Department of Edu-
cation’s budget) However, the availability of additional federal social
service funds for child care from PL 94-601 (HR 12455) released $3 million
of the $4,488,000 appropriation for other purposes. This $3 million was -
transferred to the Department of Education’s child development program
to be expended as follows: (1) $1 million for fiscal year 1976-77 (by execu-
tive order), and (2) $2 million for fiscal year 1977-78 (under the provisions
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of Section 10.30 of the Budget Bill). The total program expenditure for
child care services estimated to be expended during fiscal year 1976—77
remained at $4,488,000. '

The Budget Bill proposes that funds available for child care programs
for fiscal year 1977-78 be allocated by the Department of Finance. These
funds will be discussed separately under Item 292 for Child Care pro-
grams.

DEPARTMENT OF HEALTH
General Summary.

Pursuant to the Governor’s- Reorganization Plan No. 1 of 1970, and
subsequent legislation (Chapter 1593, Statutes of 1971, and Chapter 1002,
Statutes of 1973) the Department of Health was créated on July 1, 1973,
by combining the former Departments of Mental Hygiene, Public Health
and Health Care Services, together with various functions of the Depart-
ments of Rehabilitation and Social Welfare.

In its present configuration, the Department of Health administers 19 .
programs or specially budgeted items which are shown in Table 1 with
their estimated total funding for the 1976-77 and 1977-78 fiscal years.

Table 1

Programs and Special Items Administered by
the Department of Health

197677 1977-78
1. Preventive Medical Services Program..........cc.c...... $27,289,088 $29,018,785
II. Environmental Health Services Program............... 14,602,513 14,774,217
IIL. Occupational Health Program...........c.... . 4,323 351 4,404,443
IV. Maternal and Child Health Program ...................... 63,479,393 65,399,010
V. Child Health and Disability Prevention Program 9,267,588 14,185,742
VI. Health Planning Program 2,305,738 2,583,102
VII. Mental Disabilities Program..........o.ccccccnecvivnemnnees 343,135,246 376,446,374
VIII. Developmental Disabilities Program..............ccoeco.. 262,089,611 292,899,818
IX. ‘Social Services Program : v 374,467,167 378,588,347
X. Substarice Abuse Program 26,642,250 128,862,113
XI. Medical Assistance Program...........weeeereersisessenn 2,479,811,182 2,735,678,162
XIL. Alternative Health Systems Program.. 81,241,046 89,636,880
XIIL. Licensing and Certification Program.. 24,970,562 22,735,500 . ..
XIV. Disability Evaluation Program...........covvvurmsannane 36,339,132 37,941,779 .
XV. Administration: ‘ :
" Distributed ....... . ; (31,659,529) - (34,187,876) -~
. Undistributed 1,895,886 2,621,306
XVI. Legislative Mandates 546,498 579,288
XVIL Special Projects , 40158116 41301739 -
XVIIL Provider Rate Increases e 90,577,949
XIX. Hospital Cost Containment Lawsuit ........c...lccnc.. = 88,750,000
" Intradepartmental transfers .............ooc..ivermeernrsenrans 35,299,835 © 28,893,517
Totals, Progra.ms ; $3,827 864,202 $4,351,884,071.

The Governor’s Budget proposes the direct appropriation and expendi-
tures of $2,171,802,090 from various state funds to support the Department
.of Health in the 1977-78 fiscal year. Federal, county and other funds in the
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amount of $2,180,081,981 are also proposed-to be expended by the depart---
ment for a total expenditure in 1977-78 of $4,531,884,071.
Table 2 lists the Budget Bill items which support the department to-
gether with the ‘Analysis page on which they are dlscusse_d
' Table 2 o
Department of Health Budget Items

Item  Analysis

No.  Page Description ~ Amount ! Fund
241 000  Departmental SUpport ...........eeerrrsseessns $64,635,102 - General :
242 000 = Departmental Support .. 293,772 = State Transportation
243 000 Departmental Support 232371 California Health

. ; : Facilities Commission

244 0000 Mentally lll-Judicially Committed............. 28,503,106  General

245 000 - Local Mental Health Services........ 332978655 - General

246 000  Drug Abuse Programs ... 11,528,872 - General

247 © 000  Developmental Disabilities Program ...... 275,591,053  General

248 © 000  Medi-Cal—Medical Care and Assistance 1088922400  General

249 - 000 Medi-Cal—Fiscal Intermediary ............ 24,399,100  General

250 000 - Medi-Cal—County Administration ........ . 90,989,800  General

251 000 Medi-Cal—Hospital Lawsuit 56,800,000  General

252 000  Special Social Services .......comrricesimnronnns 73,856,012  General -

253 - 000 - Rate Increases 52,611,649  General

254 000 Local Health Services........ccoouccomerciomnnne 33,586,442,  General

255 0000 Crippled Children's Services 23,588,220  General

256 000 Legislative Mandates......cccoccerenncvnricnivinss 579288  General .
Subtotal.. ; $2,159,095842  Various ‘
Other State Funds.......ccovcccsivecncnmeririionnens 12,706248  Various
_Total State Expenditures .........co.c.cmn. $2,171,802,090 '

. Department of Health
DEPARTMENTAL SUPPORT

Item 241 from the General

Fund *~ .. Budget p. 581
Requested 197T—T8 ........cieviccnienrneenrestsoeeseessesivessses reererenees $65,488,915
Estimated 1976-T7...........eiereeeenreseniessessseseserssssessssssassssesenss 51,532,992
Actual 1975-T6 .......cciuivrmnrrrrereereseisbeesneseseseseesesinne wrerensteneaeens . 42,684,730

Requested increase $13,955,923 (27.1 percent) S
Total recommended reduction ........cccoeveenerreeecceencccesiiveennnns $528,129

1977-78 FUNDING BY ITEM AND SOURCE

Item Description : o Fund . Amount
241 -~ 'Departmental-Support - ‘ General  $64,635,102

— ~*Available from other appropriations - — 853,813
' o ’ ©ocT§65488915
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS -
1.

10.

Position Overbudgeting. Recommend Department of Fi-
nance recalculate cost of all proposed new positions and
present revised estimates to fiscal committees prior to
budget hearings.

. Positions for Planning and Review. Wlthhold recommen- .
dation on $347,915 for 13 positions for planning and pro-.

gram review.

. Fiscal Auditor Positions. Recommend department report
" to fiscal committees prior to budget hearings on how audit

plan will deal with problems of internal financial opera-
tions and plan for coordinating with health: audltmg re-
sponsibilities of other departments.

. Civil Rights Office. Reduce by $59,007. Recommend re-

duction of $59,007 for two positions for Civil Rights Office.

. Council on Food and Nutrition. Reduce by $37,328. - Rec-

ommend deletion of one nutritionist position for Council
on Food and Nutrition. -

. Occupational Health.

(a) Recommend Department of Health report to flscal
committees by April 1, 1977 on 1mplementatxon of
Chapter 1067, Statutes of 1976.

(b) Recommend Budget Bill language requiring that 25
percent of health inspection staff time be devoted to
self-initiated inspections.

(c) Recommend Department of Health report to fiscal

- committees by April 1, 1977 on implementation, effec-
tiveness, and projected future effectiveness of self-ini-
tiated inspections.

(d) Recommend supplemental report language requmng
that Division of Industrial Safety and Department of
Health establish procedure for screening requests for
health inspections and eliminating least important
ones. . ,

Lead Poisoning Project. Withhold recommendation on

$677,669 for first year costs of two-year research project on
" lead in blood.

Department of Health Admlmstratlve Procedures. - Rec-

Item 241

. Analysis

page
- 471

472

472

473
474

474

476

477

~ ommend implementation of administrative reform meas- .
. ures which will correct outlined problems.

Prospective Rate Setting Project. Withhold recommen-
dation on proposed project pending legislative review of- -

479-

rate-setting proposals submitted by Department of Health-

,

and California Health Facilities Commission.

Child Health Disability Prevention Program (discussed in

our analysis of Item 254). Reduce by $322,000. Recom-
mend Item 241 be reduced by $322,000 and that federal

480
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- funds be reduced by $378,006 by deleting 25.6 of 38.6°
- proposed new positions. L
11." Internal Security Unit (discussed in our analysis, Item 248, 480
" of Medi-Cal program). Reduce by $70,020. - Recommend :
deletion of 3.5 positions in Internal Security Unit for
budget year savings of $93,361 ($70,020 General Fund). -
 12. Fiscal Intermediary Section (discussed in our analysis, 480
- Item 249, of Medi-Cal program). Reduce by $39,774. Rec-
ommend deletion of three positions for current year sav-
rngs of $48,115 ($25,982 General Fund) and budget year -
savings of $72,731 ($39,774 General F und).

ANALYSIS AND RECOMMENDATIONS

Support for the administrative functions of the Department of Health
~ is provided by funds appropriated in Item 241 of the Budget Bill. In
following the program budget format, the majority of the dollars expend-
ed through this item are distributed to other programs. We have discussed
‘thesé funds under the items that provide the major support for each
program. With the exception of the specific recommended reductions
made in Item 241, we withhold further recommendations on the item
pending legislative actions taken on Items 242 through 255 since they will
have an effect on administrative support.

The Governor’s Budget proposes a General Fund appropriation of $65,-
488,915 to support the administration functions of the Department of
_Health which is an increase of $13,955,923, or 27.1 percent, above estimat-
ed current year expenditures. Included in this total General Fund expend-
_ iture are $64,635,102 in Item 241 of the Budget Bill as well as $853,813 from

_other legislative appropriations. The major reason for the increase in this
item is the transfer to the support item of funds for state positions pres-
ently budgeted in local assistance items. The total amount transferred in
the budget year is $7,031,122.

Because the funds appropnated by this itern are prorated to programs
- supported by other items in the Budget Bill, any changes made in such

programs will be reflected as an adjustment to this iterm. The discussion

and recommendations which follow pertain to programs recervmg their
_major support from thls item.

Position Overbudgetmg |

We recommend that the Department of Finance recalculate the cost of

- all proposed new positions.in Item 241 in accordance with the provisions
of the State Administrative Manual and present revised estimates to the
fiscal committees prior to budget hearings in order to make appropriate
General Fund reductions in. that item. .

Item 241 of the Budget Bill proposes to establish a number of new
positions in the budget year or to continue positions which were adminis-
tratively established in the current year. According to the Department of
Health staff, many of these positions are budgeted at mid-range salary
levels. We have calculated the budgeted amounts for several of these -
positions and have found this to be true. However, State Administrative
Manual Section 6112(c) (3) requires proposed new positions to be budget-
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ed at the minimum of the salary range. Asa result, we believe the depart-
ment’s current procedures result in oyerbudgehng We therefore recom-
mend that the Department of Finance recalculate the cost of all new
positions in accordance ‘with proper statewide budgeting practices and
present these revised estimates to the fiscal committees prior to budget
hearings. We believe substantial General Fund savings would result.

Director's Office

Positions for Planning and Program Review

We withhold recommendation on $347,915 for 13 positions for planning
and program review.

In fiscal year 1975-76, the Leglslature approved 15 positions requested
by the department to establish an Internal Audit Unit but limited these
‘positions to a two-year period ending June 30, 1977. The purpose of the
* unit was to provide an independent appraisal unit reporting to the direc-
tor’s office whose function would include program evaluation, manage-
ment audits, and the coordmatlon of evaluations and reviews performed
_ by external agencies.

The Governor's Budget proposes a General Fund appropriation of $392,-
726 to continue these positions. Approximately 60 percent of this amount
will be reimbursed by federal funds for the cost of administering the state
health program. The budget indicates that five of these positions will be
located in the department’s Office of Program Review, five positions will
be located in the Planning and Evaluation Unit and two auditor positions

will be located in the Budget Office.

- The department has recently developed a proposal to incorporate all
but the two auditor positions in a new Office of Planning and Program
Analys1s This proposed office would also include positions currently locat-
ed in the department’s Administrative Services Division. Although we
understand the new office has been functionally implemented, at the time
~of this writing the proposal has not been finalized by the department,
“approved by the Department of Finance, or reflected in the Governor’s

Budget. We withhold recommendation on $347,915 for the 13 positions
‘until the department has identified the following: (a) how these positions

will be used in a reorganized unit and (b) the new unit’s responsibilities

in organizing and coordinating the planning and evaluation” functions
currently performed by existing programs within the Department of
- Health. : . ; v

" Fiscal Audltor Posmons

We recommend that the department report to the fiscal committees
- prior to budget hearings on how the department’s audit plan will deal with
identified problems of internal financial operations and the department’s
plans for eoordinating its internal audits with the health auditing | respon-

' sibilities of other departments.
The budget proposes a General Fund appropriation of $130,042 for f1ve
positions for the department’s Budget Office. This amount is proposed to
. 'be expended as follows: (a) $85,231 for three new positions, and (b) $44,-
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811 for two positions which were originally assigned to the department’s
Internal Audit Unit and which the budget proposes to continue in the
Budget Office. Approximately 60 percent of this amount will be reim-"
bursed by federal funds for the cost of administering the state health
program.

The purpose of these five positions is to provide a management and
fiscal auditing capability for the department’s internal operations includ-
ing state hospitals. The department’s 1977-78 audit plan indicates approxi-
mately 20 audit priorities. The Department of Benefit Payments is
currently authorized 129 positions to conduct health audits. These audits
. are limited to service providers in Medi-Cal, Short-Doyle, and other health

- programs which are funded through the Department of Health. In addi-
tion, the Department of Finance also conducts some audits of Department
of Health programs.
We believe no-additional auditor posxtlons should be established in the
‘Department of Health until the department has identified major fiscal
problems and how the current audit plan relates to them. We also believe
that the department should coordinate any internal audit activities with
the auditing activities of the Departments of Finance and Benefit Pay-
ments. We therefore recommend that the department report to the fiscal
committees prior to budget hearings on how the department’s audit plan
-will deal with identified problems of internal financial operations and the
department’s plan for coordinating its audits with the health auditing
responsibilities of other state departments.

Civil Rights Office

We recommend a reduction of $59,007 for two positions for tbe Civil
Rights Office. ‘
The budget proposes a General Fund appropriation of $59,007 to contm-

' ue a staff services management I position administratively established in
~ the current year and to establish a new drug abuse .consultant ‘position.
- Funds for these positions are to be redirected from salary savings of other
. programs in the department. These positions would coordinate depart-
mental affirmative action programs for the disabled and for rehabilitated
ex-offenders and drug addicts. This proposed expansion would increase

" 'the Civil Rights Office’s budget to $494,687 for the budget year and would -
" increase the office’s staff to 17 positions. This is comparable to the staff
~ 1ével of some of our medium-size state health programs. In addition to the
- office’s staff, each major administrative unit of the department and each .
state hospital has a full-time affirmative action coordinator responsible for
implementing the Affirmative Action Plan in their organization. There
~are currently 18 such coordinators. :
. 'We believe that the current staffing of the department’s Civil Rights

‘,Ofﬁce is sufficient to satisfy the department’s affirmative action needs. If
_the department wishes to establish additional affirmative action priorities,
we believe they should be accomplished within existing staff and funding
levels. We therefore recommend that these two positions be deleted for
a salary and staff benefits savmgs of $59 007.
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Preventive Medical Services Program

Council on Food and Nutrltlon

We recommend a reduction of $37, 328 for one nutritionist position for
the Council on Food and Nutrition.
- Chapter 355, Statutes of 1976, created an Interdepartmental Council on
Food and Nutrition in the Department of Health. This council is com-
prised of representatives of several state agencies which currently have
responsibilities relating to food and nutrition. The council is required to
determine the annual state and federal expenditures on food and nutrition
programs in California and their effectiveness and develop a plan and
‘recommendations. This plan is to be submitted to the Governor and Legls-
lature by January 1, 1979.

The budget proposes the addition of one nutritionist position for the
- Chronic Disesse Section to provide staff support for the council. Chapter
355 states that “the council may request any state department to lend
personnel to assist it in carrying out its duties . . .” In addition, the De-
partment of Health analysis of proposed legislation to establish the council
estimated there would be no added cost. As a result, we believe that any
staff support for the council should come from the participating depart-
ments. We therefore recommend deletion of the nutritionist position for
a salary and staff benefits savings of $37,328.

Occupational Health Program

The budget proposes an expenditure of $4,404,443 in the 1977-78 f1sca1
year for the occupational health program of the department. This amount
is $81,092, or 1.9 percent, more than is estimated to be expended during
the current fiscal year. All the funds supporting this program are shown
as reimbursements from the Department of Industrial Relations, which
has the major responsibility for administering the California Occupatlonal
Safety and Health program (Cal/OSHA)

Cal/OSHA :

The health component of California’s Occupational Safety and Health
program (Cal/OSHA) is administered by the Department of Health and
- funded through an interagency agreement with the Division of Industrial
Safety in the Department of Industrial Relations. The interagency agree-
ment authorizes expenditures of up to $3,364,616 in the current year.
~ Funds are 50 percent state and 50 percent federal. There is also a contract
for $925,000 for administration of Chapter 1067, Statutes of 1976, the Occu-
‘pational Carcinogens Control Act of 1976.

Within the Department of Health, the Occupational Health Branch
inspects workplaces, develops standards, trains Division of Industrial
" Safety inspectors to recognize health hazards, and provides information
and consultation services to employers and employees. The Air and Indus-
‘trial Hygiene and Southern California Laboratories conduct chemical
analyses in support of Occupational Health Branch inspections.. -
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The Occupational Carcmogens Control Act of 1976

We recommend that the Department of Health report to tbe fiscal
committees by April 1, 1977 on the implementation of Chapter 1067,
Statutes of 1976.

A new program was added in the current year to the health component
of Cal/OSHA by Chapter 1067, Statutes of 1976, (SB 1678) “The Occupa-
tional Carcinogens Control Act of 1976.” This act requires (1) ernployers
to report potentially hazardous uses of carcinogens (cancer causmg sub-
stances), (2) the Department of Health to establish priorities for inspec-
tions and inspect workplaces where carcinogens are used, and to provide
consultation services to employers and employees, (3) inspected employ-
ers to pay fees, and (4) the Department of Health to notify users of
carcinogens of the requirements of this act. Through an interagency
agreement with the Division of Industrial Safety, the Department of
Health will receive $1,350,000 during the 1977-78 fiscal year for 46 posi-
tions. The program will probably qualify for federal funding. .

We recommend that the Department of Health report to the fiscal
committees by April 1, 1977 on the implementation of this new program.
We are particularly concerned with the timely hiring of new staff, the
initial use of the new staff, the timely application for federal funds, and the
fee schedule that is to be established for inspected employers.

'Program Reforms

. We recommend Budget Bill Ianguage requmng that 25 percent of
health inspection staff time be devoted to self-initiated inspections.

We recommend that the Department of Health report to the fiscal
committees by April 1, 1977 on the implementation, effectiveness, and
projected future effectiveness of staff redirections and self-initiated in-
spections.

As a result of leglslatxve and Department of Health actions, there are a
number of reforms being made in the health component of Cal/OSHA
which should significantly increase program effectiveness. The two most
important have to do with staff redirections and self-initiated inspections.

Staff Redirections

During budget hearings on the Budget Act of 1976, the Department of
Health announced that the number of health inspectors in the Occupa-

“tional Health Branch was being increased from 27 to 46 positions, an
. increase of 19. This was to be accomplished by redirecting two positions

from the State Fire Marshal, six positions from the Division of Industrial
Safety, seven positions from other units in the Occupational Health
Branch, and four chemist positions from the Cal/OSHA laboratories. The
redirection of the chemist positions was done to correct an overstaffing

o problem in the laboratories. As of the preparation of this analysis, not all

of the intended redirections had taken place

Self-Initiated Inspections ‘
Budget language in the Budget Act of 1976 requires that 25 percent of

health inspection staff time be devoted to self-initiated inspections. This -
means that health personnel will be using their expertise and information
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systems to identify workplaces where the most serious health hazards are
to be found and then allocate 25 percent of their inspection staff time to
inspecting these workplaces. This kind of priority setting is essential if the
health inspection program is to be effective, and we recommend that the
1977 Budget Bill continue the language requiring self-initiated inspec-
“ tions. As of the writing of this report, only about 10 percent of staff time
was being spent on self-initiated inspections.
We also recommend that the Department of Health report to the fiscal
‘committees by April 1, 1977 on the implementation, effectiveness, and
projected future effectlveness of both staff redirections and self-lmtlated
1nspectlons

- Division of Industrial Safety Requesfs for Inspections -

We recommend that adoption of supplemental report language requir-
. ing the Division of Industrial Safety and the Department of Health to
-.establish a procedure for screening requests for health mspech'ons and to
-eliminate - the least important ones.
.~ -While 25 percent of inspection staff tlme is to be dedlcated to self-
initiated inspections, 75 percent will be dedicated to responding to re-
quests for inspections made by the Division of Industrial Safety. These
requests are made as a result of worker complaints and conditions identi-
fied by safety inspectors during safety inspections. In many instanceés the
health hazards to be investigated as a result of these requests are not
serious enough to justify the expenditure of the time and funds involved
in a health inspection. We therefore recommend that a mechanism for
- screening requests and eliminating the least important requests be estab-
lished.
Maternal and Child Health Program

Lead Poisoning Project

. ‘We withhold recommendation on $677,669 for first year costs of a two-
year research project on lead in blood.

The budget proposes $677,669 from the General Fund to estabhsh 15
positions in the department’s Health Protection Division. The budget
states these positions will be used for the first year of a two-year research
- project to determine sources and effects of lead in blood. The department
_proposes to screen two groups of individuals. The first group includes
12,000 developmentally and mentally disabled individuals in nine state

‘hospltals The second group includes 75,000 high-risk children in 10 coun-
ties. -
. According to the budget text, the purpose of the project is to define the

magmtude of the problem and steps necessary to eradicate lead poisoning.
However, the department’s proposal states that the purpose is to prevent
excessive lead burden and its after-effects in high-risk individuals:and
discusses the need for immediate medical and environmental interven-
tion.and follow-up. Such intervention and. followup during the two-year
- project could result in a substantial caseload increase for a number of
departmental and local health programs as well as substantial cost increase
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to the General Fund.

At the time of the preparation of this analysis, the department was
unable to provide information regarding specific duties and estimated
workload for the proposed positions, We withhold recommendation for
funds for this project until the department can clarify the purpose of the
project and can provide additional position justifications.

" Department of Health Administrative Procedures

We recommend the immediate implementation of the administrative
reform measures which will correct the problemns outlined in the following
three sections.

The Department of Health is a large organization which has often been
criticized for not responding in a timely manner to changes in state legisla-
tion, federal laws and regulations. It has often delayed necessary decisions
due to the excessive length of the administrative process. The situation is
critical; particularly in the Health Protection Division. The processes
which are holding up operations are (1) the regulations development and
adoption process, (2) the budget revision/hiring process, and (3) the
contract preparation and approval process. Reform of the contract process
has been underway for two years with marked success.

A. Rdgulation Adoption Process

Regulations are used to interpret, implement, make specific, or other-
wise carry out the provisions of a statute. They may also be needed as a
result of federal regulations, state legislation, court orders, and the ad-
ministrative orders of state officials. Regulations are not required for pro-
grams that are carried out through contracts, because requirements can
be put into the contracts, which can be terminated if those requirements-
are not met.

The regulation .adoption process includes: (1) programs which write
regulations, (2) the Legal Affairs and Regulations Unit in the Director’s
Office, (3) the Budget Section, (4) the Department of Finance, (5) dep-
uty directors and above and other interested parties and agencies, (6) a
- 30-day public notice period, (7) public hearings, (8) post hearing changes
and reviews, (9) filing with the Secretary of State, and (10) a 30-day post
filing waiting period.

Normal regulations become effective after this process has been com-
pleted. Emergency regulations must complete the same process, but
become effective before the public notice period.

" Authorization to adopt emergency regulations is granted by the Deputy
Director for Legal Affairs and Regulations. Generally, if the health of
Californians will be adversely affected by waiting for normal regulations
to become effective, authonzatnon for emergency regulations will be
granted.

:Regulation Adopt:on Process—ProbIem Areas

“Thé Department of Health has been taking an average of over one year
_ to adopt regulations, with the result that new programs are delayed and
existing programs cannot adapt to. changing situations.

~Of the 120 new statutes affecting the Department of Health in calendar
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year 1975, about one-half required regulations. In addition it is necessary
to change a number of existing regulations, and adopt regulations as a
_result of new federal regulations, court orders, and administrative orders.
In our review of the regulation adoption process we have concluded
that a series of actions would improve the process. One person should have
responsibility for every step.in the regulations process. The logical position
for that responsibility would be the Deputy Director for Legal Affairs and
Regulations. There should then be a specific schedule or time table estab-
lished as to when each step of the process should be completed. It is
important that the process be monitored at all times. Work on the regula-
tions should start at the time a statute is chaptered, not after the effective
date, as is often the case.

Legislation Nlot Needing Regulations ) o

, There are times when legislation mandates the adoption of regulations
- when they are not needed because the program will be carried out by
contract with a lo¢al public or nonprofit agency. The department should
advise the Legislature of this fact while it is monitoring the progress of

" proposed legislation through the committee process. A program that does
not need the regulation process can be 1mplemented in the tlrne span
envisioned by the legislature.

B. Budget Revision/Hiring Process

A budget revision is a document authorizing a revision of the Budget

Act which must be approved by the Department of Finance.

"New legislation may appropriate funds to establish a new program, or
expand an existing one, but these funds cannot be spent until a budget
revision has been approved. Similarly, new federal funds, redirection of

funds already appropriated by the Budget Act, or new or redirected funds

from any’source cannot be spent without an approved budget revision.
A budget revision proposes and justifies a budget for the use of new or

redirected funds. When the proposed budget calls for new state staff,

personnel documents must also be approved before staff can be hired.

Budget Revision/Hiring Process—Problem Area -

The Department of Health’s budget revision/hiring process has been
taking anywhere from a week to over a year to be completed.

As in adoptlon of regulations there should be one position responsnble
for each step in the budget revision/hiring process. The logical position is
the Chief of the Budget Section. He also should adopt a spemﬁc time
schedule for the completion of the process and monitor it.

C. COntract Approval Process

This is the third year we have reported on the Department of Health'

contract approval process. The process includes the 37 programs which
write contracts, the Department of Health, Administrative Division, and
the Departments of Finance and General Services.

Delayed contracts result in delayed programs because a contractor can-
not be reimbursed for services without a contract. Delayed contracts also
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result in the poor management of funds. For example, if a contract is
delayed six months, the contractor will receive no funds for the first six
months of the fiscal year and the full 12 months’ funds in the last six months
of the fiscal year.

Contract Approval Process—lmprovement Shown

In 1974-75, most contracts were not approved untll six months to a year
after their July 1 effective dates, and 20 percent were sent back from the
Departments of Finance or General Services to be redone. In 1975-76
many contracts were approved within two months of July 1, and 7 percent
had to be done over. In 1976-77 many contract$ were approved by July 1,
and 7 percent had to be done over. Reforms have been sustained and
impressive. :

Further Reforms Needed

Although progress has been made there is a need for continued im-
provement. Here again one person should have the responsibility of see-
ing that every step of the contract process is followed according to a
timetable that would insure that contracts are approved by the start of a
fiscal year, if possible. There should be specific return deadlines when
sending contracts out for the signature of contractors.

Finally, contracts should be product oriented. A product oriented con-
tract reimburses for units of staff. A contract which is not product oriented
- reimburses for staff with no guarantee that the staff will provide a suffi-
cient amount of service.

Prospective Rate Setting Project

We withhold recommendation on the proposed project pending legisla-
tive review of the rate-setting proposals submitted by both the Depart-
ment of Health and the California Health Facilities Commission.

The budget proposes the creation of a Hospital Rate Setting Project -
within the Department of Health. A total of $338,231 ($142,017 state and
'$196,214 federal funds) is proposed to fund the project in the 1977-78 fiscal
year. The project requires 12 positions.

During the past year, both the department and the California Health
Facilities Commission (CHFC) submitted proposals to the federal Social

. Security Administration (SSA) for development of a method of setting
prospective hospital rates. The Department of Health proposal was sup-
ported by the administration and the department was awarded a contract
by the SSA. The total amount of the contract was not to exceed $768,068.
Pursuant to Section 28 of the Budget Act of 1976, the Director of Finance
requested a waiver of the 30-day waiting period in order to allow the
department to commence with the expenditure of $379,837 in federal
funds for the current year. The Chairman of the Joint Legislative Budget
Committee denied the request on the basis that the long-term policy
implications of a rate setting project are of sufficient importance to war-
rant full legislative review prior to the commencement of work. =
Furthermore, there is a question as to whether the Department of
Health is the appropriate state agency to develop such a system. This
concern is accentuated by the fact that the establishment of this project

18—75173
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could be a significant step towards the implementation of a prospective
rate setting system for all hospitals, both public and private.

We believe that the Legislature should consider both prospective rate
setting proposals and participate in the decision as to which one should be
selected. It is our understanding that the commission proposal may be
superior. The long-range policy of mandatory prospective rate setting for
all hospitals is of such a major nature that the Legislature should partici-
pate in the decision process from the beginning.

Recommended Reductions Discussed in Other Items of this Analysis

The following is a summary of recommended budget reductions to be
made in Item 241 for programs which receive the majority of their funding
in other items of the Budget Bill. We have discussed the programs and the
reasons for these three recommendations in our analysis of the respective
items.

1. Child Health Disability Prevention Program (discussed in our analy-
sis of Item 254). Reduce by $322,000. Recommend Item 241 be reduced
by $322,000 and that federal funds be reduced by $378,006 by reducing 25.6
of 38.6 proposed new positions.

2. Internal Security Unit (dzscussed in our analysis, Item 248, of Medi-
Cal program). Reduce by $70,020. Recommend deletion of 3.5 positions
in the Internal Security Unit for budget year savings of $93,361 ($70,020
General Fund).

3. Fiscal Intermediary Section (discussed in our analysis, Item 249, of
Medi-Cal program). Reduce by $39,774. Recommend deletion of three
_positions for current year savings of $48,115 ($25;982 General Fund) and
budget year savings of $72,731 ($39,774 General Fund).

Department of Health
FORENSIC ALCOHOL ANALYSIS AND MEDICAL EFFECTS OF
AIR POLLUTION

Item 242 from the Motor Vehi-
cle Account, State Transporta-

tion Fund - Budget p. 585
Requested 1977=T8 ... recreeessaesse e beve e saneneanes $293,772
Estimated 1976-TT......o. e seesiss e st sssssnnsenns 280,540
Actual 197576 ......covvviirereerierricreeirr et eseenes errenteeeeeernenane 263,386

Requested increase $13,232 (4.7 percent)
Total recommended reduction .........ovvveiiiineerree e : None
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GENERAL PROGRAM STATEMENT
Forensic Alcohol Analysis Regulation -

In accordance with Sections 436.5436.63 of the Health and Safety Code,
the Laboratory Services Branch of the Department of Health regulates,
monitors, inspects, evaluates, advises and licenses laboratories and person-
nel that do testing for concentrations of ethyl alcohol in the blood of
people involved in traffic accidents or violations. There are presently’
about 97 licensed laboratories which employ over 500 people. Four profes-
sional, two laboratory assistant and two clerical positions are asmgned to
this program.

Supplemental Language to Item 283, Budget Act of 1976, required the
Department of Health to survey laboratory charges for blood alcohol
testing and report to the Legislature in January, 1977.

Medical Effects of Air Pollution

In accordance with Section 425 of the Health and Safety Code, the
Laboratory Services Branch is also responsible for determining the medi-
cal effects of air pollution and recommending air quality standards to the
Air Resources - Board. Three professional and one clerical posntlon are
assigned to this program.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

This item proposes $293,772 from the Motor Vehicle Account in the
State Transportation Fund, a $13,232, or 4.7 percent, increase over the
current year.

- Health and Welfare Agency
" DEPARTMENT OF HEALTH
{California Health Facilities Commission Fund)

Item 243 from the California
Health Facilities Commission

Fund ‘ . Budget p. 609
Requested 197T=T8 ....eririreneresineeseesionssessisesssersssssssssesenes $232,37l
Estimated 1976-T7.....ccocivinerniiiieieionsinnnessssnssestssnesssssessesssnones - None
Total recommended reduction ..................... tunsnsesinisraserntissivnases $232 371

‘ ) Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS : page

1. Proposed Transfer of positions. Reduce Item 243 by $232,371 481
. and transfer like amount to Item 282. Recommend retention
of seven positions in commission by transferring this appro-
priation to Item 282 for support of the California Health
Famhtles Commission.

ANALYSIS AND RECOMMENDATIONS
We recommend the $232,371 proposed in this item be tmnsferred to
Item 282, for support of the California Health Facilities Commission.

The budget proposes an appropriation of $232,371 from the Health Care
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Facilities Commission Fund for the support of seven positions and operat-
ing expenses which are proposed to be transferred from the California
Health Care Facilities Commission (Item 243) to the Department of
Health (Item 241), effective January 1, 1978. The positions administer the
uniform accounting and reporting system for hospitals. The budget states
the administration will introduce legislation to transfer the commission’s
function to the Department of Health. .

We recommend that the seven positions not be transferred to the De-
partment of Health. This issue is discussed more completely under Item
282, California Health Facilities Commission. :

Health and Welfare Agency .
DEPARTMENT OF HEALTH—HEALTH TREATMENT DIVISION

Items 244—245 and 247 from the

General Fund Budget p. 593
Requested 1977-T8 .....ccocvereeverieirerinesieseessesssssssasssssssnsssssssasssssaens $637,072,814
Estimated 1976-TT.........ccccomreverrseeinieeereceerenesnesessssessesssesesses 567,029,052
ACHUAL 197576 ...t s et eve st bt asineresenen 502,134,963

Requested increase $70,043,762 (12 4 percent)

Total recommended reduction ..........cccoeveenreeerrreeernenirecenenns Pending

1977-78 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
244 Mentally Ill-Judicially Committed General : $28,503,106
245 Community Mental Health General 332,978,655
247 Developmental Disabilities . General . 275,591,053
Program .
$637,072,814
) Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS . page

1. New L.egislation Compliance. Recommend department 487
comply with provisions of Chapter 962, Statutes of 1976,
regarding executive officers at the state hospitals.

2. Borrowed State Hospital Positions. Recommend depart- 487
‘ment discontinue practice of borrowing positions from state
hospitals. ,

3. $10 Million Mental Health Equity Proposal. Withhold rec- 493

- ommendation pending submission to fiscal committees by
April 15, 1977 of counties’ plans for use of equity funds.

4. Alternative Reimbursement Study. Recommend report 494

be submltted to the Joint Legislative Budget Committee by o
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November 1, 1977 on alternative reimbursement methods
for mental health services. .

5. Cost Reports and Final Budgets. Recommend counties 494
comply with state law regarding submission of cost reports ‘
and final budgets.

6. Recommendations Not Submitted. - Recommend depart- - 495
ment submit report to fiscal committees by April 15, 1977 of

. recommendations for mental health services to jail inmates.

7. Drug Programs. Recommend department submit list of 495
discrete drug programs to ﬁscal committees by April 15, - -
1977. ,

8. Short-Doyle Medi-Cal Pilot Project. Recommend pllot 496
project on Short-Doyle Medi-Cal consolidation include all
funds expended on mental health services in Medi-Cal pro-
gram. :

9. Regional Center Priorities. Recommend the first priority 507
of centers be to serve: (1) persons identified as appropriate
for transfer from the state hospital to the community and
(2) persons who would be admitted to the state hospital
without intervention of the regional center.

10. Community Development Program. Withhold recom- 510

mendation on two positions proposed for program devel-
opment activities pending further review.

HEALTH TREATMENT DIVISION
" The Health Treatment Division in the Department of Health is respon-
sible for the administration of state hospital programs and community
based programs for persons who are mentally disabled and developmen-
tally disabled. As shown in Table 1, three major appropriation items sup-
port the programs administered by this system.

Table 1

Programs and Proposéd‘GeneraI Fund Appropriations
Health Treatment System

’ ) Proposed
Budget Item Program - ‘ . Amount
244 Judicially Committed $28,503,106
245 . Mentally Disabled 332,978,655
247 Developmentally Disabled 275,591,053
' ' $637,072,814

The 11 state hospitals are estimated to treat an average of 9,914 develop-
mentally disabled and 5,698 mentally disabled persons in the current year.
The Governor’s Budget, page 597, contains a chart showing the actual
state hospital population from the 1973-74 fiscal year through the projec-
tions for the 1977-78 fiscal year.

Background on Establishment of Staffing Standards

In 1965, the California Senate directed the former Department of Men-
tal Hygiene to evaluate the staff needs of the state hospitals for the mental-
ly ill and mentally retarded. The Senate requested the study after a review
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by the California Medical Association which indicated the state hospitals’
major deficiency was a lack of adequate professional staff to meet reason-
able medical standards for care and treatment of patients. :

The California Commission on Staffing Standards presented its report

_in February 1967. The commission proposed new standards for all treat-
ment disciplines to replace the staffing ratios that had been used since
1952. The system used in the new standards was developed largely by a
team of industrial engineers from an aerospace corporation. The standard
was developed using direct time study and statistical work sampling. This
involved measuring how long it took to perform each major type of nurs-
ing activity on patients with varying levels of illness or disability.

The department adopted:in 1968 the staffing system recommended by
the commission. At that time, the hospitals for the mentally disordered
were budgeted at 84 percent of the new standard and the developmental-
ly disabled (DD) hospitals at 73 percent of the new standards. The depart-
ment was committed to achieving 100 percent of the standards over five

~years. The DD goal was achieved on schedule in 1973. The MD goal, due

to expansion of local mental health programs and decline in state hospital

patients, was reached in 1970.

At the start of the current fiscal year, the state hospitals were staffed at
105 percent of the 1968 staffing standards in order to achieve a delivered
level of 100 percent of the 1968 standards on the wards. The 105 percent
included a 3 percent factor for off-ward assignments and a 2 percent factor
for vacancies.

1973 Staffing Standards Pilot Tested

In 1971, the department initiated another study of the staffing pattern
in the hospitals and developed a new staffing methodology, referred to as

Table 2

Pilot Project
Comparison Between 1968 and 1973 Standards
Social Development Emphasis
Developmentally Disabled
State Hospital Programs

1968 Standards
Control Group .
Fairview State Hosplta]
189 Patients
Nursing Staff
131 Nursing (Registered nurse, psychlatnc
technician, hospital worker)
- Professional Staff:
1 Psychiatric Social Worker
3 Rehabilitation Therapists
2 Teachers
0.5 Social Work Associate

1973 Standards
Experimental Group
Sonoma State Hospital
179 Patients
Nursing Staff
161 Nursing ' (Registered nurse, psych\atnc
technician, hospital worker)

Professional Staff:
1 Psychiatric Social Worker
7 Rehabilitation Therapists
3 Teachers
2 Psychologists - -
1 Speech Pathologist
1 Dental Hygienist

6.5 subtotal—Professional

" 15 subtotal—Professional

137.5 Total Nursing and Professional Staff

176 Total Nursing and Professional Staff
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the 1973 staffing standards, which would provide significantly increased
treatment and rehabilitative care. The 1968 standards were designed pri-
marily to meet the physical needs of patients and the life support services
required by large numbers of infirm patients in the hospitals. The 1973
standards are program oriented and relate staffing requirements to the
intensity of individually planned treatment activities.

The difference between the two standards is that the 1973 standards
require more nursing staff and more professional staff. A pilot project
testing the 1973 standards was conducted from July 1975 to December 1976
at Fairview, Sonoma and Camarillo State Hospitals. Table 2 shows the
difference in staffing between the two standards as tested in the pilot
project. The particular project below emphasized social development (i.e.
cognitive and socialization skills) of the developmentally disabled. The
entire pilot project involved approximately 900 MD and DD patients.

Reduction of Funds by Governor

The Leglslature appropriated $10 million in Item 287.1 of the Budget
Act of 1976 to “implement the 1973 staffing standards or other standards
des1gned to_provide levels of treatment and rehablhtatlon services to»
patients.”

The Governor reduced the $10 million in Item 287.1 by $4 mllhon and
indicated that the remaining $6 million would be used to provide an
increased level of care in state hospital programs to meet special patient
needs. A Legislative Counsel’s Opinion dated July 27, 1976 found the
redirection of funds to be an unlawful extension of the Governor’s Budget
Act authority. Subsequently, the Governor chose to use the $6 million to
increase staffing in the hospitals from 105 to 110 percent of the 1968
staffing standards. The $6 million was used to establish admmlstratlvely
446 psychiatric technician positions in. the current year.

On December 8, 1976, a Section 28 letter was submitted to the Legisla-
ture indicating that after 30 days the Department of Health was author-
ized to implement the 1973 staffing standards. '

. A pilot project testing the impact and effectiveness of the 1973 staffing
standards was conducted at Fairview, Sonoma and Camarillo State Hospi-
tals. The Section 28 letter indicated that increased staff in the projects
produced significant improvements in the functioning of the develop-
mentally disabled residents. The letter also cited the results of a Metropoli-
tan State Hospital study that identified a need to increase the direct care
staffing for programs serving-the acutely mentally ill to a level approx-
imating 100 percent of the 1973 standards in order to ehmmate the grow-
ing number of violent incidents in these programs.

Accordingly, the letter indicated that the Department of Health
. ‘proposed to establish 597.9 new treatment and level of care positions from
current year salary savings in addition to the 446 positions funded from the
$6 million in Item 287.1. In the current year, the net effect of adding the
446 positions and the 597.9 additional treatment positions was to authorize
positions equivalent to at least 83 percent of the 1973 staffing standards.
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Second Increment of 1973 Standards Proposed

For 1977-78, the Governor’s Budget proposes to establish 587.5 new
treatment positions at the state hospitals at a cost of $6 million General
Fund. The proposed budget would increase staff at the hospitals to approx-
imately 88 percent of the 1973 standards during the 1977-78 fiscal year.
The budget also includes $14.7 million to continue the additional positions
established in 1976-77. Specific proposed position changes are discussed
later under the state hospital component of Items 245 and 247.

Budget narrative states that the “1973 staffing standards will be under
continuous evaluation and modification of the standards will be undertak-
en as needed.” Implementation of the 1973 standards will increase the cost
of providing services to mentally disabled and the developmentally dis-
abled patients. However, in addition to the increased cost, there should be
measurable positive changes in the behavior and the levels of functioning
of the developmentally disabled and the mentally disabled. It is impera-
tive that these changes and improvements be documented and verified
before the 1973 standards are fully implemented. Therefore, we will be
monitoring the department’s implementation of the 1973 standards. We
will also discuss with the department what procedure should be estab-
lished to document the changes in the patients’ functioning as a result of
the additional staff.

Forty-six Reclassifications Proposed

The 1973 standards provide greater flexibility to staff the state hospitals
with positions other than psychiatric technicians. The standards permit a
maximum of 25 percent of the level of care positions to be reclassified to
‘provide a disciplinary mix that meets program needs. Positions that are
considered interchangeable and able to be reclassified include audiolo-
gists, dental hygienists, physical therapists, psychiatric technicians, psy-
chologists, rehabilitation therapists, social workers, registered nurses,
speech pathologists, and teachers.

We recommend approval of the proposal to reclassify forty-six psychiat-
ric technician positions to various other classifications in the current year
which are to be continued in the budget year. Table 3 shows the distribu-
tion of the proposed reclassifications by type of position.

Table 3

State Hospital Programs
Proposed Position Reclassifications
1977-78 Fiscal Year

Existing Positions Proposed Reclassification
11 Psychiatric technicians 11 Audiologists

10 Psychiatric technicians 10 Physical Therapists
16 Psychiatric technicians . 16 Dental Hygienists

9 Psychiatric technicians 9 Speech Pathologists

46 Psychiatric Technicians - 46 Positions
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Special Investigation Positions

During the past year there have been numerous grand jury inquiries
- into the quality of patient care and the circumstances surrounding patient
deaths in state hospitals. No standard practice of reviewing the cause of
death was being followed when a patient died, regardless of the cause.
- Department of Health policy now requires all deaths of patients to be
referred.to the county coroner. Also, in the current year, the department
reclassified one position at each hospital to a special investigator position.
The budget proposes that the reclassifications be made permanent in
1977-78.

The special investigator will investigate suspected violations of state
hospital system laws, rules and regulations including, but not limited to
patient deaths, patient abuse, staff misconduct and employee intimida-
tion. We recommend approval of the proposed reclassifications.

Legislation Authorizes Hospital Executive Officer

We recommend that the Department of Health comply with the provi-
sions of Chapter 962, Statutes of 1976.

We further recommend that no position shall be administratively estab-
lished nor shall any authorized position be redirected to replace the per-
son appointed as the chief executive officer of the state hospital,

Chapter 962, Statutes of 1976, (AB 4146) revised existing law regarding
the administration of the 11 state hospitals. Prior to Chapter 962, each state
hospital had a clinical director and a hospital administrator with designat-
ed duties and responsibilities with neither person having the overall re-
sponsibility for the hospital.

Chapter 962, introduced at the request of the Department of Health,
established a new position, hospital director, in each state hospital. The
hospital director is to be the chief executive officer of the hospital and
responsible for all hospital operations and the overall management of the
hospital. The law clearly requires the Director of the Department of
Health to appoint either the clinical director or the hospital administrator
to be hospital director.

The department is considering establishing a position to fill in behind
the person appointed as the hospital director. At the time Chapter 962 was
being considered by the Legislature, the department stated that its intent
was not to establish an additional top level position and in fact stated the
bill had no cost implications.

Therefore, we recommend that (1) the department comply with the
provisions of Chapter 962, and (2) no position be administratively estab-
lished nor any authorized position be redirected to replace the person
appointed as the hospital director of each state hospital. :

Positions Budgeted in Hospitals Utilized Elsewhere

We recommend that the Department of Health discontinue the prac-
tice of borrowing posmons budgeted in the state hospitals and utilizing the
posmons elsewhere in the department.

In recent years, the Department of Health has engaged in the practlce
of utilizing positions budgeted in the state hospitals for other work at the
Treatment Division Headquarters in Sacramento or in other parts of the -
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Department of Health. Since 1974, approximately 20 positions have been
borrowed - from the hospitals. We have been advised that some of the
borrowed positions have been returned to the hospitals and some positions
are still borrowed. _

We disapprove of the borrowing of positions on a long-term basis as has
been practiced by the department. It violates an essential element of good
budgeting in that it has the effect of understating the number of positions

. shown for the headquarters staff in the Treatment Division and overstat-
ing the number of positions available at the state hospitals.

Stricter Management of Hospitals Needed

In our 1976-77 Analysis, we identified a problem at the state hospitals
regarding budgeted versus actual off-ward assignments in each hospital.
At the start of the current fiscal year, the hospitals were budgeted at 105
percent of the 1968 standards in order to deliver 100 percent of the stand-
ard on the ward. The other 5 percent consisted of 3 percent for off-ward
assignments and 2 percent for vacancies. Off-ward assignments generally
divert level-of-care staff, psychiatric technicians or registered nurses to
other jobs or functions. These assignments included but were not limited
to ground patrol, staff training, food services, mailroom, janitorial clean-
ing, or escorting patients to medical clinics or surgery.

The actual number of positions used for off-ward assignments ranged
from 2 to 13 percent among the hospitals. In instances where the number
of positions used was higher than the budgeted 3 percent factor, the actual
number of positions available for nursing care on the wards was less than
the 100 percent budgeted.

Pursuant to our recommendation, supplemental budget language was
adopted requiring the department to submit a report to the Legislature
by October 1, 1976 on (1) the number of budgeted versus actual off-ward
assignments-in each hospital, and (2) a proposed solution for budgeting
off-ward assignments at the level actually delivered.

The department submitted the report as directed. We have reviewed
it and discussed the problem with departmental staff. It appears to us that
part of the problem has been that the individual hospitals have had too
much latitude to redirect staff without appropriate review and policy
direction from headquarters management staff in the Treatment Division.

However, a major factor in the hospital staffing problem is the proper
assignment of staff to the wards with three shifts for 24-hour coverage,
seven days a week. In the past, the hospitals have been oriented to the
traditional work week, eight to five, Monday through Friday.

When the hospitals were advised of their allocation of increased staff
under the 1973 standards, they were also given policy changes in the
assignment of professional staff, staffing of the admissions unit, availability
of medical records, and procedures for processing newly admitted pa-
tients. Management direction of this type is needed on a continuing basis
if the hospitals are to function adequately.

Implementing the 1973 staffing standards will not prevent recurrence
of past problems unless strong management and supervision of staff utili-
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zation comes from Treatment Division headquarters and the manage-
~ ment staff of each hospital. :

Community Development Task Forces

Supplemental language to the Budget Act of 1976 directed the Depart-
- ment of Health to submit a preliminary plan to the Legislature by January
1, 1977, for correcting all life safety, panic and fire deficiencies at the state
hospitals. The department was directed to premise this capital improve-
ment plan upon a total state hospital population of 10,000 patients. The
preliminary plan was also to include a tentative timetable for capital
construction, reduction of the overall state hospital population, and expan-
sion and/or restructuring of community mental health and reglonal cen-
ter programs. . :

The Governor’s Budget indicates that approxlmately $21.3 million has
been proposed in Item 407 (a) for correction of fire, life, safety deficiencies
within the state hospitals. The narrative states that a Community Develop-
ment Task Force is reviewing facility resources within the hospital system
and the community to address the needs of mentally and developmentally
disabled clients. The Task Force is working on development of the plan
required by the supplemental budget language, and its report is expected
to be submitted to the Legislature by May 1, 1977.

ITEM 244—PROGRAMS FOR JUDICIALLY COMMITTED PERSONS

The budget proposes a General Fund appropriation of $28,503,106 for
state hospital and local programs for mentally disordered persons who are
judicially committed, and for whom no county of residence can be deter-
mined. This is an increase of $346,854, or 1.2 percent, over the amount
estimated to be expended during the current year. Services for such pa-
tients are paid 100-percent by the General Fund in contrast to services to
patients through the provisions of the Lanterman-Petris-Short and Short-
Doyle Acts, which are shared on a 90 percent state/10 percent county
basis.

Prior to January 1, 1976, state law required persons found not guilty of
a crime by reason of insanity and mentally disordered sex offenders to be
committed and treated at state hospitals. Chapter 1274, Statutes of 1975,
(AB 1229) effective January 1, 1976, permitted the court to prescribe local
commitment and outpatient treatment as an alternative to commitment
at a state hospital. It also requires the cost of local treatment of such
persons to be a 100 percent General Fund cost.

Table 4 shows the estimated and proposed state support for the Jud1c1al-
ly committed for 1976-77 and 1977-78.

Table 4

Judicially Committed Program
1976-77 and 1977-78

Estimated Proposed Percent
1976-77 1977-78 Difference  Change

State-Operated Services .. wvreeerireccenne $27,756,252 $28,161,106 . $+404,854 +1.5%

. Community Programs .......c.c...... eervnsersreesasees 300,000 242,000 —-58,000 —193%
Program Evaluation and Patient Tracking ... =~ 100,000 100,000 —_ —

$28,156,252 $28,503,106  $+346,854- +12%
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State-Operated Services and Patient Tracking i )

We recornmend approval of the $28,161,106 proposed for the, cost of
state-operated services for the treatment of judicially committed persons
at state hospitals in the 1977-78 fiscal year. State services are available
primarily at Atascadero.and Patton State Hospitals. The impact of in-

creased staffing due to the phase-in of the 1973 staffing standards is dis--

cussed under the state hospital component of Item 245, Local Mental
Health. .

The $100,000 in each of the current and budget year appropriations is
for the program evaluation and patient tracking system at Atascadero
State Hospital. Because Chapter 1274 is in the implementation stage, the
tracking system is necessary for accurate monitoring of the progress and

placement of persons released from the state hospitals to the community. .

Table 5 shows the actual, estimated and projected judicially committed
year-end populations for the 1975-76, 1976-77 and 1977-78 fiscal years.

Table 5

State Hospitals
Judicially Committed Year-End Population
1975-76, 1976-77 and 1977-78

Actual Estimated Projected

6/30/76 6/29/77 6/25/78

1,689 1,650 ' 1,590

Slow lmplementatlon of Chapter 1274

Chapter 1274 was effective January 1, 1976 but 1mp1ementat10n has been
slow. Based on a recent department survey conducted in January of the
20 largest counties, we have been advised that only 36 persons have been

- treated in the community rather than in state hospitals since January 1,
1976. Implementation of the legislation has been slow for two reasons.
First, the courts appear to be reluctant to prescribe local inpatient or

Table 6

Approved County Plans
For Loca!l Treatment of Judicially Committed Patients.
(As of 1/14/77)
1976-77 Fiscal Year

Fresno : $106,350

Los Angeles ' : 1,185,820
Orange 90,200
Sacramento 139,500
San Luis Obispo . 47,100

" San Mateo - 48,300
Santa Barbara 32,850
Santa ‘Clara . 120,708

. Sonoma 67,270
Ventura 63,900

Total ... $1,901,998
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outpatient treatment for these persons. Second, a number of counties
declined to implement the program without start-up planning funds from
the state. The law requires the cost of local treatment to be 100 percent
state funded. No appropriation was included in the measure because it was
expected that local treatment costs would be offset by savings in the state
hospital programs.

The state has required that a plan be submitted and approved before
funds can be made available. The first county plan was approved Novem-
ber 1, 1976. Since then, nine other county plans have been approved. Table
6 shows the approved county plans at the time this Analysis was prepared.

County proposals have been approved subject to a number of condi-
tions:

1. The county is expected to reduce the county’s utilization of state
hospitals for this population by a specified number of days.

2. The county agrees to maintain records on persons treated and the
nature and cost of services rendered. ,

3. The state will periodically review local services for cost effectiveness
and the impact on state hospital utilization.

The Department of Health presently has the authority to transfer the
variable cost of unused state hospital days to local programs to pay for
persons who otherwise would have been treated in the state hospital. The
funds shown in Table 6 will be available from savings generated in state
hospitals as persons are diverted to local programs.

It is too soon to know how successful the counties will be in reducing
their utilization of state hospitals and how willing the courts will be to
prescribe local treatment for this population as more community pro-
grams are developed.

Cost Impact Study Due January 1978

Chapter 1274 also requires the Director of the Department of Health to
conduct a study in order to compare the cost and duration of treatment
between those patients committed to state hospitals and those patients
committed to local facilities or placed on outpatient treatment. The direc-
tor is required to report his findings to the Legislature by January 1, 1978.

ITEM 245—COMMUNITY MENTAL HEALTH

The budget proposes General Fund expenditures of $332,978,655 for
community mental health services, state hospitals, and continuing care in
the 1977-78 fiscal year which is $31,461,735, or 10.4 percent, more than is
estimated to be expended in the current year. Table 7 shows the actual,
estimated and projected state support for community mental health pro-
grams, including Short-Doyle, continuing care services, and hospltal pro-
grams for 1975-76, 1976-77 and 1977-78 fiscal years.

The Department of Health is charged with the administration and sup-
port of the state’s community mental health programs. This includes the
maintenance of six state hospitals for the mentally disordered and the
. provision of financial assistance to 60 county and community mental
health programs.

The budget appropriates funds to the Department of Health, which are
then allocated to the state hospitals and to the 58 counties and two cities
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operating community mental health programs. The funds are allocated
under the provisions of the Short-Doyle and Lanterman-Petris-Short Acts.
The law authorizes community mental health programs to provide various
mental health services which are eligible for 90 percent state reimburse-
ment. . :
Funds appropriated by this iterh support three distinct components of
local mental health services: (1) state hospital services, (2): community-
based inpatient and outpatient services, and (3) continuing care services.

Table 7

Short-Doyle Program
State Support for Community Mental Health Programs .
1975-76, 1976-77 and 1977-78
Difference  Percent

between  Difference
Estimated  Estimated ~ Projected  1976-77 and 1976-77 and

: 1975-76 1976-77 1977-78 1977-78 1977-78
Community-Based : . :
. Programs ........ E—— $180,941,061 - $202,857,731 $224,853,799 $+21,996,068 +10.8%
Continuing Care Services .. 5,715,129 6,630,445 6,882,556 +252,111 - +38.
State Hospitals 85,336,937 92,028,744 101,242,300 +9,213,556 = +10.0 -

B L | R $271,993,127  $301,516920 $332,978,655 §$+31,461,735 +104%

Community Based Programs

The budget. proposes an expenditure of $224,853,799 for the 1977-78
fiscal year for community based programs which is $21,996,068 or 10.8
percent more than the estimated expenditure for the current year. Item
245 (a) local mental health services, contains only the General Fund sup-
port. The actual amount of the local programs is larger when the county

Table 8
Short-Doyle Local Program
Total Program by Source of Funding
1975-76 through 1977-78

Estimated FEstimated Proposed

1975-76 1976-77 1977-78
Total Program (all funds) ‘ $278,742,049 $304,791,916  Figures not
yet avail- .
able on
gross pro-
gram and
other reve-
. ‘ - nue
Medi-Cal (state and federal funds) ......cconrvvinecrnrennne. —70,400,119 —74,839,178
Other Revenue....... —55,012,774 —355,414,711
Net Program (split 90/10 between state and coun-
ties) $153,329,156 $174,538,027  $196,630,257
County 10 percent share: : 15,332,916 17,453,803 19,663,026
State 90 percent share: : .
Share of Net Program : 137,996,240 157,084,224 176,967,231
Share of Medi-Cal +42944,821  +45773,507 447,886,568

Total General Fund $180,941,061 $202,857,731 3224,853,799
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share, federal grants, Medi-Cal funds, patient fees and insurance fees are
taken into account. Table 8 shows the total program cost by source of
funding for the 1975-76, 1976-77 and 1977-78 fiscal years. State law pro-
vides that the net cost of the program is shared on a 90 percent state and
10 percent county ratio. The net cost is the amount remaining after reve-
nue consisting of patient fees, insurance and grants is deducted from the
total cost of the program. :

Second Increment of Mental Health Equity Funding Proposed

We withhold recommendation on the $10 million proposed as the sec-
ond increment of equity funding for county local mental health programs.

We further recommend that the 42 counties receiving an equity alloca-
tion in 1977-78 identify the proposed use of their equity allocation and that
the department submit the information to the fiscal committees by April
15, 1977.

In the current year, an initial increment of $10.5 million was allocated
to community mental health programs to establish equity of funding
among counties. The Budget Act language specified that the funds “
be allocated -among the counties for the purpose of achieving equity
among the counties in the distribution of funds, and such allocation shall
be based upon a formula developed by the Department of Health.”

For 1977-78, a second increment of equity funding is proposed. The
Governor’s Budget, page 594, states: “An additional increment of $10.0 -
million has been proposed in fiscal year 1977-78 to continue movement
towards the achievement of equity of funding for community mental
health programs. A base year of 1975-76 resources has been utilized along
with the 22 social indicators of need for allocation of these funds. . . The
proposed fiscal year 1977-78 allocations reflect a 6 percent cost-of-living
increase to all county mental health programs in addition to the $10 mil-
lion equity allocation to 42 counties.” The 6 percent cost increase proposed
for 1977-78 is $12,563,158 and includes the Protective Living Services cost
increase.

Page 595 of the Governor’s Budget shows current year allocations, the
6 percent cost increase allocations for 1977-78, the equity allocatlons for
1977-78 and the total local mental health allocation proposed for 1977-78
for each county. The allocations on page 595 include the General Fund -
portlon of the funds discussed under Protective Living Services (Continu-

- ing Care Services). :

Current Year Allocation i

In the final allocation letter for the 1976-77 fiscal year dated August 13,
1976, the counties were given 1nstructions for use of the $10.5 million
equity funds. The letter states that “Those counties planning to use the
additional funds must reflect that intention in the September budget.
Program expansion or new programs made possible through this augmen-
tation or redirection of existing funds should be in line with Department
of Health priorities. They are (1) preventive services, (2) services to
minorities, (3) services to children and (4) appropriate use of 24-hour
acute hospital-based services.” ’
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In practice, the counties used the funds to cover higher than budgeted
cost increases, increased malpractice costs, declining federal grants, exist-
~ ing program expansion and development of new programs in some in-

stances. It does not appear that the department is applying all pertinent
sections of existing state law that relate to the allocation of funds and
priorities for the use of such funds.

We therefore recommend that the 42 counties scheduled to receive
equity allocations tentatively identify their plans for the use of such funds
and that the department submit the information to the fiscal committee
by April 15, 1977. The information should also indicate how the proposed
use of the funds correlates with existing law. ,

Alternative Reimbursement Study Needed

We recornmend that the Department of Health submit a report to the
Joint Legislative Budget Committee by November 1, 1977 on alternative
methods of reimbursement for mental health services.

Under current state law, mental health services are reimbursed at actual
cost. In recent years, the actual cost provisions have contributed to some
problems for local mental health programs. For example, if the budget
includes a 6 percent cost-of-living factor and the actual cost to the counties
for contracts with providers is in excess of that, programs must be reduced.

The county is often forced to decide among providers and services
where to cut or reduce a program. The providers, under actual cost, have
little or no incentive to be cost-effective or to hold costs to the budgeted
cost-of-living increase.

The present method of reimbursing for services provided deserves -
" study. Therefore, we recommend that the Department of Health, in con-
junction with the Conference of Local Mental Health Directors, study
alternative methods of reimbursement.

Slow Submission of Required Cost Reports and Final Budgets

. We recommend that counties comply with existing state law related to
the timely submission of cost reports and final budgets.

Section 5714 of the Welfare and Institutions Code requires claims for
reimbursement to be submitted within 60 days after the close of the period
for which the reimbursement is sought. A total of 25 counties had not"
submitted their cost reports for the 1975-76 fiscal year as of January 10,
1977.

Section 5650 of the Welfare and Institutions Code requires the Board of
Supervisors of each county to submit by March 15 of each year an annual
Short-Doyle plan for the next fiscal year. The plan is to be compatible with
the budget for the next fiscal year submitted by the Governor to the
Legislature. Section 5703.1 requires the Department of Health to review
and approve each county plan by May 15 of each year. If the amount
subsequently appropriated in the Budget Act differs from the budget
submitted by the Governor for such fiscal year, the county shall submit a
revised plan as required by the department.

The amount appropriated for local programs in the 1976 Budget Act

" differed substantially from the Governor’s Budget as introduced. The final
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allocations were given to the counties approximately three weeks late.
The department extended the original due date for submission of final
budgets from September 1 to October 1, 1976.

As of January 10, 1977, 10 counties and community programs had not
submitted their revnsed final budgets for the 1976-77 fiscal year. )

The problem of late submission of cost reports and final budgets pre-
cludes adequate timely fiscal analysis of the mental health program. We
recommend that the counties comply with existing statutory require-
ments related to submission of cost reports and final budgets.

Recommendations Not Submitted by Department (Chapter 1258, Statutes of 1975)

We recommend that the Department of Health submit to the fiscal
committees by April 15, 1977 its findings and recommendations for mental
health services to jail inmates and juvenile detainees.

Chapter 1258, Statutes of 1975, (AB 1228) directed the Department of
Health to undertake a study in five or more counties to determine the
extent to which the need for mental health services of mentally disordered
jail inmates and juveniles in detention facilities is being met. Section 5403
of the Welfare and Institutions Code further required that the department
submit its findings and recommendations to the Legislature by March 1,
1976. ,

The department determined that a private contractor could best per-
form the study and draft the report. After development of a request for
proposal and solicitation of bids, a contract for $94,630 was awarded to.a
private consulting firm on March 8, 1976. The study covered services in
Fresno, Humboldt, Los Angeles, Santa Clara and Sonoma counties. A 676
page report was submitted to the department in October 1976.

To date, the department has not submitted its findings and recommen-
dations to the Legislature asthe law requires. In early January, the depart-
raent submitted the consultant’s report to the Legislature. We understand
from discussions with department staff that the department does not
agree with all of the recommendations in the consultant’s report. Submis-
sion of the consultant’s report does not meet the requirements of state law.

We believe that the department should report to the Legislature its
findings and recommendations as the law requires. The report should be
submitted to the fiscal committees by April 15, 1977.

identification of Drug Programs in the Mental Health Budget

We recommend that the Department of Health identify and submit to
the fiscal committees by April 15, 1977, a list of discrete drug programs in
the mental health budget.

Presently, funds for treating drug abusers or persons with drug use.
problems are available in both the local mental health and substance abuse
programs. The reason for this is largely historical.

The Substance Abuse program was established in 1973 to implement
provisions of the Campbell-Moretti-Deukmejian Drug Abuse Act of 1972
through the funding of comprehensive community-based programs for
the prevention, treatment and rehabilitation of narcotic addicts and drug
abusers. Local mental health programs were already providing some serv-
ices to persons with drug problems prior to the enactment of the leglsla-
tion.
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At the time the Substance Abuse program was established in 1973, no
funds were transferred from local mental health programs to the newly
established drug program. Additional General Fund support was pro-
vided. The proposed General Fund support for drug abuse programs in
1977-78 is $11,528,872 in Item 246.

We recently requested that local mental health program staff identify
those providers in the mental health programs that primarily serve drug
abusers. The department supplied a preliminary list of programs totaling
- approximately $5.5 million General Fund in the current year.

We believe that programs and providers that primarily serve drug abus-
ers should be budgeted in the same budget item and allocated and re-

. viewed as part of the Drug Abuse program. For example, some of the
programs in local mental health are methadone maintenance which, in
our opinion, should be in the drug abuse program, not the mental health
program.

The department states that if a decision is made to transfer mental
health funds expended on drug abusers to the Drug Abuse program, a
procedure should be established similar to the one used to effect the
transfer of alcohol funds from the mental health program to the newly
established Office on Alcoholism. The procedure involves a clear identifi-
cation and definition of what constitutes a discrete drug abuse program.

We recommend that the department take steps to identify discrete drug
programs in the mental health budget and submit the list of such programs -
to the fiscal committees by April 15, 1977.

Proposed Positions—Short-Doyle Medi-Cal

The budget proposes the establishment of two Community Program
Analyst III positions and one stenographer at a cost of $82,033 in Item 241,
Department of Health support, to provide necessary staff to assure that all
Short-Doyle Medi-Cal providers are in compliance with applicable provi-
sions of state and federal law. Presently, approximately four professionals
and two clerks work on the Short-Doyle Medi-Cal program and also have
responsibility for state hospital compliance with Medi-Cal provisions.

. The additional staff will certify new providers, promulgate necessary
guidelines and perform site visits and record audits for over 400 Short-
Doyle Medi-Cal providers. We recommend approval of the positions.

Pilot Project on Short-Doyle Medi-Cal Consolidation

We recommend that any pilot project on Short-Doyle Medi-Cal consoli-
dation include all mental health services and funds available under the
regular Medi-Cal program.

Under current state law, psychiatric health care services for Medi-Cal
" recipients are available through the Medi-Cal program and the Short-
Doyle program (Short-Doyle Medi-Cal). Each program has different cri-
teria, benefits and reimbursement allowances. Service limitations are
much more restricted under regular Medi-Cal than under Short-Doyle
Medi-Cal.

The Department of Health and the Conference of Local Mental Health
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Directors have been studying the feasibility and desirability of consolidat-
ing all Medi-Cal Mental Health services and funds in one system. There
are many legal, programmatic and administrative problems that will have
to be addressed before the pilot project can begin.

In the current year, Short-Doyle Medi-Cal services are estimated to cost
approximately $75 million ($29.3 million federal funds and $45.7 million
General Fund) . These funds are budgeted within the mental health ap-
propriation and used by the counties to provide services to Medi-Cal
beneficiaries as part of the locally provided mental health program.

In addition, there are other funds spent under the authority of the
Medi-Cal program that are budgeted in the Medi-Cal item. The depart-
ment identified approximately $58 million in Medi-Cal fee-for-service ex-
penditures in calendar year 1975 for claims involving a psychiatric
diagnosis for inpatient hospital services, and psychiatrists and clinical psy- .
chologists.

The purpose of compiling the ﬁscal data was to identify the amount of
Medi-Cal dollars that would be transferred to the participating counties
if the Short-Doyle/Medi-Cal consolidation project ever becomes an actual-
ity. At the time we prepared this analysis, an attempt was being made to
identify Medi-Cal dollars expended and utilization data for skilled nursing
facilities (SNF) services, intermediate care facility (ICF) services, drugs,
and lab-related costs.

We understand that consideration is being given to establishing a pilot
project that would consolidate all Medi-Cal funds except those funds for
SNF, ICF and drug services. There are already existing problems with the
overlap of the two systems. Unless the pilot project tests the concept of

consolidation of all Medi-Cal mental health funds in the Short-Doyle sys-
tem, we see no point in undertaking the effort.

We recommengd that any pilot project to consolidate Medi-Cal mental
health funds 1nclude,all mental health services and related funds available
under the regular Medi-Cal program.

Table 9
Protective Living Services—
Cost of State Provided Services (CCSS)
and County Provided Services (Opt-Out Counties)
1976-77 and 1977-78

Estimated 1976-77 Proposed 1977-78
CCSS Opt-Out ccss Opt-Out
State County State County

Program - Program Total. Program  Program Total
Gross Program (all

funds) .............. 314243,885 $1,633,565 315,877,450 815/,273,260 81,660,517 $16,933,777
Federal Title XX ' ’

Funds .............. —7415728 —1,094561 —8510280 8191931 —1004561 —9,286492

Net Program (split
_ 90/10between
- state and

counties) $6,828,157 $539,004  $7,367,161  §7081320  $565,956 $7,647,285,
County 10% Share k $682,816 $53,900 $736,716 /$708,133 $56,596 $764,729

State 90% Share....  $6,145,341 8485104  $6,630,445 36,373,196 $509,360 = 86,882,556
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" PROTECTIVE LIVING SERVICES

' The budget proposes a General Fund expenditure of $6,882,556 for
providing protective living services to the mentally disabled for the 1977-
78 fiscal year which is $252,111, or 3.8 percent, more than is estimated to
be expended during the current year. Total support, shown in Table 9, for
this function is budgeted at $16,933,777 for the 1977-78 fiscal year, which
is an increase of $1,056,327, or 6.7 percent, over the amount estimated to
be expended during the current fiscal year.

Protective living services may be provided either by county employed
staff or by state staff. The opt-out column heading in Table 9 refers to the
14 counties which perform this function with their own staff. The CCSS
column in Table 9 is the cost of services provided by state employees in
the Continuing Care Services Section under contract with the remaining
counties who have not opted out.

These services are available pursuant to state law and Title XX federal
regulations under the Social Security Act. Section 10053.8 of the Welfare
and Institutions Code provides that the Department of Health or the
county may provide protective social services as follows:

1. To care for mentally disabled patients released from state hospitals.

" 2. To prevent the unnecessary admissions of mentally dlsordered per-
sons to hospitals at public expense, and.

3. To facilitate the release of mentally disabled patients for whom hospi-
tal care is no longer the appropriate treatment,

Services provided include individual, family and group counseling, case
management, preplacement planning, continuing care following place-
ment, recruitment of placement resources, and counseling of persons in
their own home or in out-of-home placement. The vast majority of clients

-served by this function are public assistance recipients such as Supplemen-

tal Security Income/State Supplementary Payment (SSI/SSP) recipients
or individuals whose annual income does not exceed 80 percent of the
California median income.

Continuing Care Services Section

There are two cost elements of the Continuing Care Services Section. -

The first part includes salaries and wages, staff benefits and operating
expenses for the section. The second part is the funding of placing persons
in facilities. Many of the persons are public assistance recipients. If a
person receives an SSI/SSP grant, the cost of the grant is not reflected in
this item. Rather the General Fund portion of grant cost is contained in
the Department of Benefit Payments budget. In instances where persons
do net qualify for a public assistance grant, the department may pay for
the cost of placement in an appropriate facility. The placement funds are

also used to supplement the basic assistance grant to purchase an enriched.

program. Table 10 identifies the number of personnel years and total
expendltures by staff and placement for the Contmumg Care Services
~ Section in 1976-77 and 1977-78 fiscal years. -
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Table 10
CQntinuing Care Services Section
Mentally Disabled
Staff and Placement Expenditures
1976-77 and 1977-78

) 1976-77 1977-78
Personnel-years . ) 456.4 - 4544
Staff . $12,262,657 $13,292,032
Placement 1,981,228 1,981,228
Total.......... $14,243,885 $15,273,260

Budget narrative indicates that the 454.4 staff are located in 47 field
offices and provide services to approximately 14,095 persons in the com-
munity. The location of the persons is as follows: 95 children are in residen-
tial treatment facilities, 2,000 persons live in small family homes, 5,700
persons live in other out-of-home residential care placements and 6,300
clients reside in their own homes.

“Opt-out” Moratorium Lifted

The general function of protective living services provided by the cur-
rent Continuing Care Services Section was established in 1946. At that
time, it was part of the former Department of Mental Hygiene and pro-
vided services to persons released from state hospitals. Since then, it has
been transferred to various departments and became part of the present
Department of Health on July 1, 1973. :

Starting July 1, 1969, counties were permitted to “‘opt-out” of purchasing
these services from the state and could instead provide them directly. -
Since that date, 14 counties opted-out and receive proportionate funds for
the provisions of services in their county. As a condition of receiving the
funds, the counties were required to employ the state employees who had
previously been providing the service. In July 1974, a moratorium on any
further opt-outs by counties was declared by the Department of Health.

On January 5, 1977, the Department of Health announced that the
moratorium on county operation of continuing care services was terminat-
ed. Guidelines and criteria to be met prior to opt-out were being devel-
oped at the time this analysis was written. The department has stated that
no opt-outs will be authorized prior to July 1, 1977.

~ Therefore, the amount of state, county and federal funds shown for the
opt-out counties in Table 9 should be considered the minimum expendi-
ture that can be projected for 1977-78. As counties opt-out, the CCSS
amount of funds and total personnel will decrease and the opt-out expend-
iture will increase.

STATE HOSPITALS FOR THE MENTALLY DISABLED :
The Department of Health operates six programs for the mentally disor-
dered (MD). The programs are available at Atascadero, Camarillo, Metro-
politan, Napa, Patton and Stockton State Hospitals. The budget proposes
total expenditures for state hospital services of $101,242,300 for the 1977-78
fiscal year which is $9,213,556, or 10 percent, more than is estimated to be
expended during the current year. Salary increase and TEC (Total
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Equivalent Compensation) funds for the 1977-78 fiscal year for state hospi-
tal employees are contained in Items 379-381.

" Implementation of 1973 Staffing Standards

At the start of the current year, the state hospitals were staffed at 105
percent of the 1968 staffing standards. The Legislature appropriated an
additional $10 million in Item 287.1 of the 1976 Budget Act to implement
the 1973 staffing standards or other standards designed to provide im-
proved levels of treatment and rehabilitation services to patients. The
Governor reduced the item by $4 million and subsequently used the $6
million to increase the staffing in the state hospitals from 105 percent to
110 percent of the 1968 standards. On December'8, 1976, a Section 28 letter
was submitted to the Legislature indicating that after 30 days the Depart-
ment of Health was authorized to implement the 1973 staffing standards.
- The first phase of the increased staffing was to be funded within salary
savings in the current year.

The actual and proposed position changes in the current and budget
years for the hospitals serving the mentally dlsordered and judicially-com-.
mitted are as follows:

1. 116 positions were added in the current year from the funds in Item
287.1.

2. 353.1 positions were added in the current year for the first phase of
the 1973 standards pursuant to the Section 28 letter submitted December
8, 1976 to the Legislature.

3. 114 positions have been reduced in the budget year to adjust for a
_ projected population reduction.

4. 88 positions are proposed to be added ‘in the budget year for the
second phase of the 1973 staffing standards. .

Populatuon Reductions

In March 1976, the Department of Finance submitted a budget amend-
ment request proposing that utilization of the state hospitals in 1976-77 be
reduced where feasible. As part of the améndment request, the Depart-
ment of Health prepared two year-end population projections for the
1976-77 fiscal year. The first projection was the estimated year-end popu-
lation on June 30, 1977 of 4,290 patients based on no management action
taken to reduce the population. The second projection was the target
year-end population on June 30, 1977 based on management action taken
to reduce the population by 500 patients to 3,790 patients. The Legislature -
agreed with the effort to reduce the population. The amount of $3,102,500 _
was shifted from state hospitals to the local programs to fund treatment -
of patients who otherwise would have been treated in the state hospitals.

According to the Governor’s Budget, it appears. that the target year-end
" population for the current year will be reached. There is also a further
reduction of 175 patients projected by the end of June 28, 1978. The
year-end populations for the 1975-76, 197677 and 1977-78 fiscal years are
shown in Table 11. :
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Table 11 .
Year-End Population Projections

State Hospitals for the Mentally Disordered
Excluding Judicially Committed Patients
1975-76 through 1977-784ctual Estimated  Projected
6/30/76 - . 6/29/77 6/28/78

Atascadero .. . 111 —_ 79
Camarillo . : 1,258 1,065 906
Metropolitan . 1,219 920 982
Napa ‘ 1,468 1,530 1,302
Patton 145 135 248
Stockton . e 9 95 73

Total i 4291 3,765 3,590
Change from Prior Year - 52 —-175

The turnover of MD patients is high. The length of stay ranges from a
72-hour admission to a 14-day or longer admission. The projected number
. of admissions is 21,574 for the current year and 18,982 for the budget year.
Thus, the figures in Table 11 represent a population that turns over many
times in one year.

New Approach Proposed for Reducing Populatioh

At the start of the current year, the counties were told the amount of
their local program allocation and their state hospital day allocation. The
state hospital day allocation and the state hospital budget were built on the
assumption that the counties would achieve the target year-end popula-
tion. .

For the 1977—78 fiscal year, the department has developed a new
method of budgeting funds to achieve a population reduction. The $101,-
242,300 proposed for the 1977-78 fiscal year is sufficient to treat the July
1, 1977 population of 3,765 for the entire fiscal year.

In a letter to the counties dated January 17, 1977, the Department of
Health restated its policy on county utilization of the state hospitals. Our
understanding of the letter as it relates to the proposed 1977-78 budget is
as follows:

Counties will be allocated a number of days that would correspond to
a daily population-of 3,765 for the year. If counties intend to divert patients
from the state hospitals, they may submit a plan for such a diversion to the
Department of Health. Upon approval of the plan, the county will be
reimbursed the full variable cost for the number of days reduced, up to
the maximum allowed in the plan. :

The budget projects a June 30, 1978 population of 3,590, which is 175 less
than the June 29, 1977 estimated population. of 3,765. The number of
positions associated with the gradual reduction of 175 patients over the
course of the year is 114. The variable cost related to the incremental
reduction over a 12-month period of 175 patients is $677,922.

The department’s proposed budget will permit counties to plan for
reduced utilization of the state hospitals. A county may have difficulty in
developing additional facilities or in locating sufficient appropriate facili-
ties for placements. In that situation, the county could utilize its entire
state hospital day allocation. To the extent counties have difficulty in
treating additional persons in the community, the projected June 28, 1978
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population will not be reached.

Proposed Positions—Food Service ] )

We recommend approval of the budget proposal to establish 37 new
positions at the state hospitals to provide increased supervision in congre-
gate dining facilities. Table 12 lists the proposed staffing by hospital.

Table 12

State Hospitals
Positions Requested for Increased Supervision
of Dining Facilities

Hospital . ' Positions Requested

Agnews ' : 24 Food Service Assistants I

Atascadero ... ‘ 5 Food Service Assistants I

Patton : 8 Food Service Assistants I
‘ 37

If these positions are not approved, level-of-care treatment staff will
have to be diverted to perform the function. The proposed positions are
justified on a workload basis and we recommend their approval.

ITEM 247—DEVELOPMENTAL DISABILITIES

The Department of Health is responsible for administering those pro-
grams which provide services to individuals who are developmentally
disabled (DD). State law defines a developmental disability as a disability
originating before the age of 18, which continues, or can be expected to
continue, indefinitely, and constitutes a substantial handicap for the indi-
vidual. Such disabilities may be attributable to mental retardation, cere-
bral palsy, epilepsy, or autism.

Three major components are funded by this item:

1. Regional centers located throughout the state which provide speci-
fied services, including diagnosis, evaluation, referral and placement of
developmentally disabled persons in appropriate public and private basic
living and care facilities.

2. Protective living and social services provided either by the state or
directly by those regional centers which have chosen not to participate in
the state-operated program.’

3. State hospital programs which provide state-managed care, treat-
ment and life maintenance services at the request of the regional centers.

The budget proposes an appropriation of $275,591,053 for support of the
Developmental Disabilities program for the 1977-78 fiscal year. In addi-
tion, $2,036,896 is included in Item 253 for provider rate increases for a
total proposed General Fund program expenditure of $277,627,949 which
is $40,272,069, or 17 percent, over the amount estimated to be expended
during the current fiscal year.

Total support for the Developmental Disabilities program for the cur-
rent and budget years is shown in Table 13. The total funding level is
proposed at $291,001,946 in the budget year which is an increase of
$32,614,893, or 12.6 percent over the amount estlmated to be expended
during the current fiscal year.
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Table 13

. Total Support for Developmental Disabilities Program
1976-77 and 1977-18

Estimated Proposed Percent
. 1976-77 1977-78 Difference Change
General Fund $237,355,880 $277,627,949*  $40,272,069 +17%
Federal Social Rehabilitation Service (SRS)

Funds 10,136,711 10,147,596 +10,885 0
Federal Public Law 94-103 Funds ................ 1,831,827 2,626,401 +794,574 +434
Federal Title II Funds 8,462,635 —  -8462635 100
Family Repayments 600,000 C - —600,000 100

"~ Program Development Fund ......rvunnveens : - 600,000 +-600,000 —

$258,387,053 $201,001,946  $32,614,893 +12.6%

# Includes $2,036,896 for provider rate increases in Item 253.

Table 14 shows the program elements by source of funding for the
current and budget years.

Table 14

Developmentally Disabled Program
Program Elements by Source of Funding
1976-77 and 1977-78

Estimated Proposed Percent
1976-77 1977-78 Difference Change
Regional Centers : .
General Fund $50,638,956 $80,578,246*  $29,939,290 +59.1%
Federal Title 11 7,802,664 — =7802664 100
Federal SRS (Social Rehabilitation Serv- ’
ices) 6,355,315 6,673,081 - +317,766 +5
Family Repayments ........cccummrmmscssens 600,000 - —600,000 100
Total $65,396,935  $87251,327  $21,854,392 - +334%
Protective Living Services
General Fund $3,696,519 $5,946,141 $2,249,622 +60.9%
Federal Title 11 659971 — —659971 —100
Federal SRS . 3,286,396 3,474,515 +188,119 +5.7
Total : $7,642,886 $9,420,656 81,777,770 +23.3%
Special Treatment Program
General Fund ....... $1,600,000 $1,600,000 — 0%
Total ; $1,600,000 $1,600,000 —_ 0%
Community Program Development :
General Fund $475,927 — $-475921 -—-100%
Federal Public Law 94-103.......cc....cccocommuenes 1,831,827 $1,007,981 —823,846 —-45
Federal SRS _ 495,000 — 495000 100
Program Development Fund .........cooovuenee — 600,000 + 600,000 —
Total $2,802,754 $1,607,981 $-—1,194773 —42.6%
State Hospitals _ - '
Total General Fund.............cccccermnnnnenns $180,944 478 $189,503,562  $+-8,559,084 +4.7%
State Council S
Federal Public Law 94-103..........coevnsivene - 8578007  $+578,007 —
Total — $578,007 $578,007 —
Area Boardson D. Disabilities
Federal Public Law 94-103.................... - $1,040,413 $1,040,413 C—
Total $1,040413  $1,040413

Total General Fund $237,355,880 $277,627.949*  $40,272,069 1%
Total Title 11 8,462,635 —  —8,462,635 ‘ 100
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Total SRS 10,136,711 10,147,596 +10,885 —
Total Public Law 94-103 1,831,827 2,626,401 +794,574 +43.4
Family Repayments...... 600,000 — —600,000 —100

Program Development — 600,000 + 600,000 -
Total Progralh - $258,387,053 $291,001,946* $32,614,893 +12.6%
a Includes $2,036,896 for provider rate increases in Item 253. .

Significant fiscal and programmatic changes have occurred in the cur-
rent year and are further reflected in the budget year proposal The
changes include the following:

1. Chapters 1364 to 1373, Statutes of 1976, (AB 3800 to AB 3809) which
substantially revised state law related to the provisions of services to the
- developmentally disabled.

2. Implementation of the 1973 staffing standards. The 1977-78 state
hospital proposal includes 499.5 positions for the second increment of the
standards.

3. Regional centers received $7.8 million in Title II, Public Works Em-
ployment Act funds to support 6,019 additional cases. The 1977-78 regional
center budget includes funds to support an additional 8,500 cases.

4. The Protective Living Services function, carried out by the Continu-
ing Care Services Section, received $659,971 in Title II funds in the current
year to establish 48.5 positions to handle increased caseload. The 1977-78
budget proposes the establishment of 105 positions at a cost of $2,104,403
to handle increased caseload, provide additional nursing consultation serv-
ices and develop community resources.

STATE HOSPITALS FOR THE DEVELOPMENTALLY DISABLED

The Department of Health operates programs for the developmentally

- disabled at nine state hospitals. Admission to a state hospital program is

obtained only by referral from one of 21 statewide regional centers and

is based on the determination that state hospital services are preferable
to all alternatives.

The budget proposes total expenditures for state hospital services of
$189,503,562, which is $8,559,084, or 4.7 percent, over the estimated current
year expenditure. Salary increases and TEC (Total Equivalent Compensa-
tion) funds for state hospital employees are contained in Items 379-381.

Implementation of 1973 Staffing Standards

The adoption of the 1973 staffing standards which we discussed earlier,
applied to the hospitals for the developmentally disabled as well as the .
hospitals for the mentally disabled.

The actual and proposed budget changes in the current and budget
years for hospitals serving the developmentally disabled are as follows:

1. 330 positions were added in the current year from funds in Item 287.1.

2. 244.8 positions were added for the first phase of the 1973 standards
pursuant to the Section 28 letter submitted December 8, 1976 to the
Legislature. '

3. 335 positions have been reduced in the budget year to adjust for a
projected population reduction. ’

4. 499.5 positions are proposed to be added in the budget year for the
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second increment of the 1973 staffing standards.

Population Reduction Projections_

In December 1975, the Superior Court of Los Angeles ordered that all
mentally retarded patients judicially committed to a state hospital prior -
to January 1, 1976 must have their cases reviewed by a regional center to
determine the propriety of continued commitment or placement in the
community. The ruling, known as the Bisagna decision, applied to 2,300
persons in state hospitals who had been committed from LA County.

Chapter 1364, Statutes of 1976, (AB 3800) extended the Bisagna decision
to an additional 3,300 persons who had been judicially committed to state
hospitals from the remainder of the state prior to January 1, 1976.

The budget indicates that the review of commitments will lead to some
community releases and a higher population of regional center registered
-clients. However, individuals unable to provide safely for their own food,
clothing and shelter will be retained in hospitals until approprlate shel-
tered placernent can be found.

The Governor’s Budget projects a reductlon of 505 patlents in the 1977—
78 fiscal year. Table 15 shows the year end populations for the 1974-75,
1975-76, 1976-77 and 1977-78 fiscal year.

Table 15

Year-End Population Projections
State Hospitals for the Developmentally Disabled
1974-75, 197576, 1976-77 and 1977-78

© Actual Actual = Estimated  Projected

Hospital 6/25/75 6/30/76 6/29/77 6/28/78
Agnews 888 936 997 1,030
Camarillo .- 620 587 562 451
Napa G 400 381 381 303
Patton ‘ 374 314 325 256
Fairview 1,696 1,685 1,689 1,620
Pacific . 1,774 1,726 1,657 1,589
Porterville . 1,755 1,741 1,720 1,663
Sonoma 1,961 1,942 1919 1,865
Stockton 629 630 636 604

Total ... I 10,007 9,942 9886 - 9381

Change from prior year fon - - 155 -56 —505

REGIONAL CENTERS

By law, regional centers are the point of contact in the community for
developmentally disabled persons and their families “to the end that such
persons may have access to the facilities and services best suited to them
throughout their lifetime.” Currently, there are 21 centers under contract
with the Department of Health. Reglonal centers must be operated by
private nonprofit community agencies. '

This proposed General Fund support in the 1977-78 fiscal year is
$80,578,246, which is $29,939,290, or 59.1 percent over the current year
estimated expendxture The $80,578,246 consists of $78,541,350 funded by
this item and $2,036,896 in Itern 253. Item 253 contains funds for provider
rate increases that would be transferred to identified programs upon the
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order of the Department of Finance. The $2,036,896 is the cost of a 6-
percent provider.rate increase. Total funding, all sources, as shown in
Table 14, is proposed to be $87,251,327 in the budget year, which is an
increase of $21,854,392, or 33.4 percent, over the estimated current year
expenditure.

" Public Works Employment Act—Current Year

On December 1; 1976, pursuant to the provisions of Section 28 of the
Budget Act of 1976, the Department of Finance notified the Legislature
of its approval of the Department of Health’s plan for expenditure in the
current year of $8,462,635 in funds available from Title II, Public Works
Employment Act of 1976. The $8,462,635 request consisted of $7,802,664 for
- regional centers and $659,971 for aftercare services.

The Finance letter stated that recent estimates of caseload growth
projects an additional 6,019 new clients to be served beyond the amount
budgeted. The Title II funds are being used by the centers to purchase
services including diagnosis, counseling, workshop activities, out-of-home
placement, physical and occupational therapy and day care.

The current year budget included funds for 37,238 cases (34,480 exxstlng
cases plus 2,758 new cases). The Title II funds for 6,019 additional cases
increased the estimated current year caseload to 43,257 (37,238 plus 6,019).

The budget indicates that the Department of Health projects a con-
tinuation of the trend of increased caseload and anticipates a net increase
of 8,500 cases for 1977-78. Table 16 shows actual, estimated and projected
cases for 1975-76, 1976-77 and 1977-78.

Table 16
Regional Centers Caseload
1975-76 to 1977-78
Actual Estimated  Projected
1975-76 1976-77 1977-78

- Cases 34,480 43,257 51,757
Change from prior year +8,777 +8,500

‘Budget narrative also states that the proposed $87 million budget in-
cludes $23.85 million from the General Fund to provide for the services
to 8,500 new clients and the increased costs of clients added this year.

Positions Requested for Increased Management
The budget proposes the establishment of six positions in the Regional
Centers Section consisting of two associate government program analysts,
two staff services analysts, one auditor I and one stenographer. The posi-
tions are justified for a number of reasons and we recommend their ap-
proval. The first reason is that newly enacted legislation, Chapter 1368,
Statutes of 1976, (AB 3804) substantially revised the portion of state law
‘related to contracting with regional centers. Chapter 1368 now requires
_that contracts between the governing boards of regional centers and the
state shall include specific performance and reporting requirements rela-
tive. to the responsibilities of regional centers. The provisions of Chapter
1368 will require additional state staff to review regional center activities

adequately.
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The second reason is that the use of funds by regional centers must be
more closely reviewed than in the past. At the time we received the
Section 28 letter related to funding 6,019 additional cases with $7.8 million
in Title IT funds, we questioned the Department of Health as to its specific
plans to allocate the funds. The department advised us that (1) priorities
were being developed for services to be purchased with the additional
funds and (2) steps were being initiated to insure that centers follow the
priorities and expend the funds on a uniform basis statewide.-

The current effort to develop priorities for the expenditure of funds
should have occurred years ago. We are aware that there is resistance on
the part of some regional centers to the establishment of priorities.
However, we believe it imperative that priorities be established and that
the regional centers be required to follow such priorities. The addition of
six positions, combined with other changes in the fiscal reporting system,
should provide the program managers of the regional centers with the
necessary staff to monitor the regional centers’ activities on a timely basis.

Transfer of Patients Delayed—Regional Centers Priorities

We recommend that the first priority of the regional centers should be
to serve: (1) persons who have been identified as appropriate for transfer
from the state hospital to the community and (2) persons in the commu-
nity who would be admitted to the state hospital without Ihtervenh'on of
the regional c¢enter.

During budget hearings this past spring, the Department of Fmance
indicated that there was a need to reduce dependence on state hospital
services when feasible in light of pending capital outlay decisions. The
Department of Health identified approximately 225 persons in the state
hospitals who were suitable for community placement. Necessary funding
was included in the 1976-77 regional center budget to serve those persons.

We were advised that movement of a number of those persons was
delayed pending resolution of the current year regional center funding
problem. State hospital services are generally more expensive than com-
munity services: The cost of treating a person in the state hospitals will
continue to increase as the 1973 staffing standards are phased in.

We believe that the department erred in not directing the centers to
provide necessary services to state hospital patients identified as appropri-
ate for community placement. Necessary funds were included in the 1976-
77 regional center budget to serve these persons. Therefore, we recom-
mend that the first priority of the regional centers should be to serve (1)
persons who have been identified as appropriate for transfer from the
state hospital to the community and (2) persons in the community who
would be admitted to the state hospital without intervention of the re-
gional center.

'PROTECTIVE LIVING SERVICES .
- The budget proposes the expenditure of 9,420,656 in state and federal
" funds for the provision of protective living services to the developmentally
disabled. These funds support the costs of staff of the Continuing Care
Services Section (CCSS). Table 17 shows the current and proposed level
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of funding by source of funds.
Table 17
Protective Living Services

Continuing Care Services Section
1976-77 and 1977-78

Estimated  Proposed . Percent
} . 1976-77 1977-78 - Difference . change
- General Fund . 83696519 - $5946,141 $2,249,622 +60.9%
Federal—Title II 659,971 —  —657,971 —1000
Federal--SRS 3,286,396 3474515 +188,119 +5.7

$7642886  $9420656 $1777.770  +233%

The Continuing Care Services Section serves DD clients in 36 field
offices located throughout the state. CCSS provides case management
services to clients in out-of-home care. Also, placement and follow-up
services are provided to persons who have been released from state hospi-
tals or ' who might require state hospital care without CCSS intervention.

Public Works Employment Act, Title II—Current Year
In December 1976, pursuant to the provisions of Section 28 of the

Budget Act of 1976, the Legislature was notified of the Department of
Finance’s approval of the Department of Health proposal for expenditure
of $8,462,635 in federal funds available from Title II, Public Works Employ-
~ment Act of 1976. Of the $8,462,635, $659,971 was to fund 48.5 new positions
consisting of five supervising psychiatric social workers, 31.5 psychiatric
social workers and 12 clerk-typist Ils:

 The positions were necessary to handle increased referrals of clients
from the regional centers and to handle increased referrals of clients ready
for discharge from the hospital and placement in the community.

Budget Year—105 Pfoposed New Positions
The proposed budget includes $2,104,403 for 105 new positions. The
request consists of three parts as shown in Table 18.

Table 18

Continuing Care Services Section
Proposed New Positions

1977-78
Personnel-

Element Years Cost
Increase CCSS Caseload:

Supervising Psychiatric Social Worker [ 10

Psychiatric Social Worker 62
- Clerk-Typist 11 . A 1

Total 9% $1,898,242

Nursing Consuitation:

* Public Health Nurse 84,961 .

3
Development Community Resources: ~ . .
Psychiatric Social Worker - 6 121,200

Total Proposed Positions.... 105 $2,104,403
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The Governor’s Budget indicates that during the current year, the pro-
jected caseload growth of the regional centers will be 8,777 cases. Of that
amount, 18 percent, or approximately 1,580 cases, will be provided out-of-
home care services by CCSS. In the budget year, regional center caseload
growth is expected to be 8,500 cases, of which 1,530 will be provided
services by CCSS. The actual and estimated caseload growth for CCSS is
shown in Table 19.

Table 19
CCSS—Caseload Projections
Actual  Estimated Projected
1975-76  1976-77  1977-78

Cases ‘ . 8,100 9680 11210
Change from prior year +1,580  +1,530

Of the 105 proposed new positions, 96 are requested for anticipated
increased caseload. Of the 96 positions, 48.5 positions are requested to
continue the 48.5 positions established in the current year with Title II
Public Works Employment Act funds, and 47.5 new positions are request-
-ed to handle the projected increase in CCSS caseload. The positions are
‘justified on the basis of the increased workload and we recommend ap-
proval.

Three public health nurse positions are proposed at'a cost of $84,961 in
1977-78 to provide nursing consultation services in three sparsely covered

areas of the state. Presently, services are provided by 15 nurse consultants - \

in all areas of the state except the North Coast and Los Angeles areas. The
establishment of the three positions will provide nursing consultation serv-
ices in the remaining areas of the state and we recommend approval of
the positions.

Lastly, the budget proposes the establishment of six noncase- carrying
- psychiatric social workers at a cost of $121,200 in the budget year. Budget

narrative states that the six proposed positions will provide a continuing
~ assessment of community facility needs in service areas and will serve as
resource people to local planners in the recruitment and development of
new resources and services within the service areas.

CCSS staff presently devote some of their time to development of com-
munity resources as part of their case-carrying responsibilities. None of the
staff, however, is assigned full-time to develop community resources. :

We 'are withholding recommendation on the six proposed positions
pending further review of the justification of the positions. From a policy
‘perspective, we are not yet convinced that establishing six psychiatric
social workers in the CCSS is the most effective utilization of resources to
develop community programs.’

SPECIAL TREATMENT “PATCH” PROGRAM

The budget proposes General Fund expenditures of $1,600,000 in the
budget year for the Special Treatment program. The amount proposed is
identical to the current year estimated expenditure. ’

The Special Treatment program, frequently called the “Patch” pro-
gram, provides for skilled nursing facilities to receive an additional $4.28
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per patient day for providing a special rehabilitative program for the
developmentally disabled. The $4.28 is paid in addition to the approximate
" $22 to.$25 per day the facility receives for the basic care of the patient
under the Medi-Cal program.

The $4.28 per patient day cost is shared evenly between the General
Fund and federal funds. The estimated current and budget year expendi-
tures are shown in Table 20. Only the General Fund money is reflected
in the funds budgeted in this item.

Table 20

Special Treatment Program
_Skilled Nursing Facilities
Developmentally Disabled

1975-76 through 1977-78

Actual Estimated ; Proposed
1975-76 1976-77 1977-78

General Fund ~ $726,758 $1,600,000  $1,600,000
Federal funds . 4726758  +1,600,000 +1,600,000
Total $1,453,516 $3,200,000  $3,200,000

There are approximately 27 facilities that have qualified for the supple-
mental funding. Approximately 2,000 clients are receiving this enriched
programming.

COMMUNITY PROGRAM DEVELOPMENT

We withhold recommendation on establishment of two positions
proposed for program development activities pending further review.

The budget proposes the expenditure of $1,607,981 for community pro-
gram development and. special projects in the budget year. The figure
consists of (1) $1,007,981 in federal Public Law 94-103 funds available to
develop programs as alternatives to institutionalization of the develop-
mentally disabled and (2) $600,000 from the newly established Program
Development Fund.

Table 14 shows the estimated current year expenditure to be $2,802,754
from all sources of funding. The current year and budget year data cannot
be compared because the current year data includes funds for the area
boards on developmental disabilities and the State Council on Develop-
mental Disabilities and the budget year data reflects their costs separately.

The Program Development Fund was established by Chapter 1369,
Statutes of 1976 (AB 3805). It provides that effective July 1, 1977, all
parental fees collected by the regional centers shall be deposited in a
newly created Program Development Fund. The purposes of the fund
“shall be to provide resources needed to initiate new programs, consistent
with approved priorities for program development in the state plan.” The
funds shall be allocated by the Department of Health upon approval of the
state council.

Examples of programs that might be funded by the Program Develop-
ment Fund include a small group home or an apartment living project.
_ The funds normally cover start-up costs of a program such as staff, operat-
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ing expenses and equipment and are not used to purchase land or a-
building.

The legislation also directed our office to review and comment on the
utilization and effectiveness of the Program Development Fund during
the annual budget hearings. The fund is not legally established until July
1, 1977. We have been advised by departmental staff that they are working
on developing procedures and guidelines for allocation of the funds.

Proposed New Positions for Program Development

The budget proposes the establishment of two social service consultant
II positions in the budget year at a cost of approximately $41,000 in Item
241, Department of Health support. The department indicates that the
positions are needed in order for the department to comply with legisla-
tion establishing the Program Development Fund and mandated program
evaluation activities. We are w1thhold1ng recommendation on the two
‘requested positions pending further review of the activities and assign-
ments of the existing Program Development Section.

STATE COUNCIL AND AREA BOARDS

The budget proposes the expenditure in 1977-78 of $1,618,420 to support
the area boards on developmental disabilities and the state council with
funds available from federal Public Law 94-103. The amount consists of
$578,007 for the State Developmental Disabilities Council and $1,040,413
for the area boards on developmental disabilities as shown in Table 14.

Recently enacted legislation substantially revised the law related to the
duties and reponsibilities of the state council and the area boards. :

Under the provisions of Chapter 1365, Statutes of 1976, (AB 3801), the
State Council on Developmental Disabilities shall be:

1. The official designated agency for the purpose of allocating all federal
funds under Public Law 94-103.

2. Responsible for developing the California Developmental Disabili-
ties State Plan established by Chapter 1366, Statutes of 1976, (AB 3802).

3. Responsible for monitoring and evaluating the implementation of
the state plan and for reviewing and commenting on. other plans and
programs in the state affecting persons with developmental disabilities. -

“Chapter 1365 also provides that no more than 25 percent of the Public
Law 94-103 funds received by the state in any one year shall be spent by
the state council for its operating costs.

Under the provisions of Chapter 1367, Statutes of 1976, (AB 3803) the
area. boards on developmental- disabilities are respons1ble for:

1. Protecting and advocating the rights of all persons in the area with
developmental disabilities. '

2. Conducting public information programs for professional groups and
the general public to eliminate barriers to social integration and employ-
ment, and participation of persons with developmental disabilities in all
community activities.

3. Reviewing the policies and practices of publicly funded agencies that
serve: persons with developmental disabilities to determine if such pro-
grams are meeting their obligations under local, state and federal statute.

Chapter 1367 stipulates that the state council shall allot no more than

19—75173
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45 percent of federal Public Law 94-103 funds in any one year to all area
boards.

Department of Health

DIVISION OF SUBSTANCE ABUSE
(Office of Narcotics and Drug Abuse)

Item 246 from the Ceneral

Fund. Budget p. 579
Requested 19TT-T8 ........orceveirrrricneninsnssssnsnersserssssssssssssssssnes $11,528,872
Estimated 1976-T7.......cccoorivrrinerinvinrivesrsesesessessenns ererseenirrierreas 12,939,697
ACtUal 1975-T6 ..ottt ssasesens 11,636,326

Requested decrease $1,410,825 (10.9 percent) o
Total recommended reduction ...........cceeviirceinieeerecereereressinnen None

GENERAL PROGRAM STATEMENT

The Governor’s Budget states that during 1977-78, the responsibilities

and staff of the State Office of Narcotics and Drug Abuse (SONDA) will

- be merged into the Department of Health, Division of Substance Abuse.
The proposed merger will be accomplished through a reorganization plan
which will be submitted to the Legislature. The budget narrative indicates
that, “This reorganization will integrate the staff and functions of SONDA
and the substance abuse division and reduce the duphcahon of effort and
overlapping responsibilities which now exist.”

The budget also proposes that 14.5 of the existing 16.5 positions budget-
ed for SONDA be transferred to the Department of Health. The director
and assistant director posmons presently i in SONDA are not proposed for
transfer.

For the past three years we have recommended that legislation be
enacted abolishing the State Office of Narcotics and Drug Abuse and that
its personnel and functions be transferred to the Department of Health.
The Little Hoover Commission has also recommended that the two units
be merged. Although we have not seen the reorganization plan, we rec-
ommend the merger of the two offices.

-Under the reorganization plan the Department of Health w1ll have
responsibility for the administration of the state’s Drug Treatment Act

(Chapt