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DEPARTMENT OF SOCIAL SERVICES 
SUMMARY 

The Department of Social Services (DSS) is the single state agency 
responsible for supervising the delivery of cash grants and social services 
to needy persons in California. Monthly grant payments are made to 
eligible recipients through two programs-Aid to Families with Depend­
ent Children (AFDC) and the Supplemental Security Income/State Sup­
plementary Payment (SSI/SSP) program. In addition, welfare recipients, 
low-income individuals, and persons in need of protection may receive a 
number of social services such as information and referral, domestic and 
personal care assistance, and child and adult protective services. 
. Table 1 identifies total expenditures from all funds for programs admin­

istered by DSS, for 1982-83 and 1983-84. Total expenditures for 1983-84 are 
proposed at $6,164,391,000, which is a decrease of$198,592,000, or 3.1 per­
cent, below estimated current-year expenditures. 

Table 1 
Department of Social Services 

Expenditures and Revenues by Program 
All Funds 

1982-33 and 1983-84 
(in thousands) 

Program. 
Department support .......................................... .. 
AFDC cash grants ........................ ; ...................... . 
SSI/SSP cash grants ............................................. . 
Special adult programs ....................................... . 
Refugee and entrant cash grants ......... ; .......... .. 
Low income home en~rgy assistance ............ .. 
County welfare department administration .. 

Emergency assistance employment pro-
grams ........................................................... . 

Social services programs ................................... . 
Community care licensing ................................ .. 

Totals .............................................................. .. 
General Fund ....................................................... . 
Federal Funds ....................................................... . 
Interstate Collections Incentive Fund ........... . 
County Funds ....................................................... . 
Reimbursements .................................................. .. 

1982-83 
Estimated 

$147,196 
2,946,983 
2,012,124 

1,748 
117,399 

583,977 

(336) 
545,240 

8,316 
$6,362,983 
2,763,446 
3,262,310 

330,315 
6,912 

1983--84 
Proposed 

$149,495 
2,723,190 
1,946,118 

1,748 
97,941 
54,145 

619,880 

(1,344) 
566,235 

5,639 
$6,164,391 
2,525,586 
3,235,397 

600 
394,115 

8,693 

ChanlI.e 
Amount Percent 

$2,299 1.6% 
-223,793 -7.6 
-66,006 -3.3 

-19,458 -16.6 
54,145 
35,903 6.2 

(1,008) (300.0) 
20,995 3.9 

-2,677 -32.2 
-$198,592 -3.1% 
-237,860 -8.6 
-26,913 -0.8 

600 
63,BOO 19.3 

1,781 25.8 

Table 2 shows the General Fund expenditures for cash grant and social 
services programs administered by DSS. The department requests a total 
of $2,525,586,000 from the General Fund for these programs in 1983-84. 
This is a decrease of $237,860,000, or 8.6 percent, below estimated current­
year expenditures. 

OVERVIEW OF ANALYST'S RECOMMENDATIONS 
The analysis of the proposed 1983-84 budget for DSS is divided into ten 

sections, as follows: (1) state operations, (2) aid to families with dependent 
children, (3) state supplementary payment program for the aged, blind, 
and disabled, (4) special adult programs, (5) refugee cash assistance pro­
grams, (6) low-income home energy assistance program, (7) county ad­
ministration of welfare programs, (8) social services, (9) community care 
licensing, and (lO) cost-of-living increases. 
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Table 2 
Department of Social Services 

General Fund Expenditures 
1982-83 and 1983-84 

(in thousands) 

1982-83 1983-84 
Program Estimated Proposed 

$44,344 $42,223 
1,327,672 1,174,669 

Department support .................................. .. 
AFDC cash grants ...................................... .. 
SSI/SSP cash grants .................................. .. 1,104,161 1,021,772 
Special adult programs .............................. .. 1,708 1,708 
County welfare department administra-

tion ......................................................... ; 99,268 109,153 
Emergency assistance employment 

programs ........................................... . (84) (336) 
Social Services programs .......................... .. 177/117 173,098 
Community care licensing ...................... .. 8,316 2,963 

Totals .................................................... .. $2,763,446 $2,525,586 

Item 5180 

Change 
Amount Percent 

-$2,121 -4.8% 
-153,003 -11.5 
-82,389 -7.5 

9,885 10.0 

(252) (300.0) 
-4,879 -2.7 
-5,353 -64.4 

-$237,860 -8.6% 

We are recommending reductions totaling $38,202,000 from proposed 
General Fund expenditures. Of this amount, $194,000 reflects recommen­
dations for programmatic change, $9,862,000 reflects technical budgeting 
recommendations, and $28,146,000 reflects recommendations that un­
budgeted federal funds be used in lieu of General Fund support. 

Table 3 
Department of Social Services 

Summary of Legislative Analyst's Recommendations 
General Fund 
(in thousands) 

Recommended Changes 
Program- Increase 

matic Technical Federal Recommendations 
Issues Issues Funds Total Pending 

State Operations ............................ -$194 -$1,055 -$1,249 
AFDC Cash Grants ...................... 72;1.67 -$940 -2,750 68,577 b 

SSI/SSP Cash Grants .................... -72;267 -6,387 -5,800 -84,454 $937,318 
Low-Income Home Energy As-

sistance Program .................... 54,145 
County Administration of Wel-

fare Programs .... , ................... -149 -2,349 2,498 
Social Services ................................ -2;219 -14,185 ~16,404 17,170 
Community Care Licensing ........ -167 -2,007 -2,174 ---

Totals ........................................ -$194 -$9,862 -$28,146 -$38;202 $1,008,633 

a In our analysis of the departmental support budget (Item 5180-001-(01), we withhold recommendation 
on a proposed General Fund reduction of $414,000 associated with the elimination of 14 legal positions. 

b In our analysis of the AFDC program (Item 5180-101-(01), we withhold recommendation on a proposed 
General Fund reduction of $18,309,000 related to the Welfare Fraud Early Detection Prevention 
Program. 
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In addition, we are recommending that $72,267,000 requested from the 
General Fund to provide for a cost-of-living adjustment under the SSI/SSP 
program be used instead to provide a cost-of-living adjustment for AFDC 
recipients. This recommendation is based on the considerable disparity 
that exists between SSI / SSP and AFDC grants, and the fact that maximum 
grant levels under the AFDC program are not adequate to provide for a 
standard-of-living at the federally designated poverty level. 

We withhold recommendation on $1,008,633 proposed in the Budget, 
pending receipt of additional information. Table 3 summarizes our recom­
mendations by program category. 

Health and Welfare Agency 

DEPARTMENT OF SOCIAL SERVICES-DEPARTMENTAL 
SUPPORT 

Item 5180 from the General 
Fund and Social Welfare Fed­
eral Fund Budget p. HW 139 

Requested 19~4 ......................................................................... . 
Estimated 1982-83 ......................................................... : ................. . 
Actual 1981-82 ................................................................................. . 

$42,223,000 
44,344,000 
51,540,000 

Requested decrease (excluding amount 
for salary increases) $2,121,000 (-4.8 percent) 

Total recommended reduction ................................................... . 1,249,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
5180-001-OO1-Department of Social Services, Sup-

Fund 
General 

Amount 
$42,223,000 

port 
5180-001-866-Department of Social Services, Sup­

port 
Federal (98,579,000) 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Placer and Nevada Counties' Data Processing Systems. 1058 
Reduce by $194~OOO. Recommend Placer and Nevada 
Counties pay for 25 percent of the costs of the data process-
ing systems operated by the Department of Social Services 
because the costs of services are part of the routine adminis­
trative costs in which all other counties are required to 
share, for an increase in reimbursements of $194,000 and a 
reduction in General Fund support of the same amount. 

2. Legal Positions. Withhold recommendation on proposed 1058 
elimination of 14 legal positions, pending identification of 
the positions to be eliminated and review of the depart­
ment's plan to absorb the workload currently assigned to 
those positions. 

3. Family Protection Act. Recommend elimination of re- 1059 
quirement for annual report on the Family Protection Act 
(FPA) Demonstration Project consistent with our recom­
mendation for approval of the proposed elimination of the 
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project. 
4. Unbudgeted Federal Funds. Reduce by $l~O~OOO. Rec­

ommend unbudgeted federal funds be used to replace Gen­
eral Fund support for foster family home and group home 
for children licensing in order to provide the Legislature 
with more fiscal flexibility. 

5. Community Care Licensing. Recommend implementa­
tion of the facility rating system. Further recommend that 
the Department of Social Services report to the fiscal com­
mittees prior to budget hearings on (a) the costs of using the 
Facility Information System (FIS) to generate management 
information reports based on the facility rating system and 
(b) a plan to develop performance standards for the com­
munity care licensing system based on the rating system. 

6. Community Care Licensing. Recommend adoption of 
Budget Bill language requiring the department to conduct 
a demonstration project to test the feasibility of eliminating 
or modifying the current requirement for annual visits to all 
community care facilities. Further recommend enactment 
of legislation in order to allow the department to conduct 
this project. . 

7. Community Care Licensing. Recommend enactment of 
legislation to require that all community care facilities be 
charged a license fee based on (a) the cost of licensing each 
facility type and (b) the proportion of each facility's clients 
which are private placements. 

GENERAL PROGRAM STATEMENT 

1060 

1062 

1064 

1065 

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

The department is authorized to have 3,502.6 positions in the current 
year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $42,223,000 from the General 

Fund for support of the DSS in 1983-84. This is a decrease of $2,121,000, 
or 4.8 percent below estimated current-year expenditures. The decrease, 
however, makes no allowance for the cost of any salary or staff benefit 
increases that may be approved for the budget year. 

The budget proposes total expenditures of $149,495,000, including ex­
penditures from reimbursements, for support of the department in 1983-
84. This is an increase of 2,299,000, or 1.6 percent, over estimated 198~ 
expenditures. Table 1 shows total expenditures and personnel-years for 
the department, by major program category.· .. 
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Table 1 
Summary of the DSS Support Budget 

1982-a3 and 1983-84 
(dollars in thousands) 

Estimated" Proposed Change 
Funding 1982-83 1983-84 Amount 
General Food .................................... $44,344 $42,223 -$2,121 
Federal Funds .................................... 95,940 98,579 2,639 
Reimbursements ......................... : ...... 6,912 8,693 1,781 

Totals ............................................ $147,196 $149,495 $2,299 

Program 
AFDC-FG/U: ...................................... $15,085 $13,057 -$2,028 

Personnel Years ............................ 233.0 226.6 -6.4 
AFDC-FC: .......................................... 3,210 4,121 911 

Personnel Years ............................ 89.4 131.9 42.5 
Child Support: .................................... 4,824 5,463 639 

Personnel Years ............................ 63.9 64.6 0.7 
SSI/SSP: .............................................. 1,096 1,103 7 

Personnel Years ............................ 24.0 24.1 0.1 
Special Adult Programs: .................. 393 326 -67 

Personnel Years ............................ 4.1 1.8 -2.3 
Food Stamps: ...................................... 10,055 10,343 288 

Personnel Years ............................ 269 271.6 2.6 
Refugee Programs: ............................ 2,666 2,842 176 

Personnel Years ............................ 47.5 45.2 -2.3 
Social Services Programs: ................ 17,136 17,268 132 

Personnel Years ............................ 405.0 369.5 -35.5 
In-Home Supportive Services: ...... (3,048) (3,398) (350) 

Personnel Years ............................ (78.8) (77.7) (-1.1) 
Other County Social Services: ...... (3,610) (3,566) (-44) 

Personnel Years ............................ (109.8) (93.0) (-16.8) 
Adoptions: .......................................... (5,267) (5,557) (290) 

Personnel Years ............................ (127.6) (127.9) (0.3) 
Other Social Services: ...................... (3,987) (3,855) (-132) 

Personnel Years ............................ (66.7) (62.7) (-4.0) 
Child Abuse Prevention Programs: (1,224) (892) (-332) 

Personnel Years ............................ (22.1) (8.2) (-13.9) 
Community Care Licensing: .......... 13,954 13,260 -694 

Personnel Years ............................ 379.0 311.2 -67.8 
Disability Evaluation: ...................... 72,669 76,122 3,453 

Personnel Years ............................ 1,581.3 1,551.3 -30.0 
Services to Other Agencies: .......... 4,811 5,014 203 

Personnel Years ............................ 93.8 85.8 -8.0 
County Data Systems .................. : ... 1,297 576 -721 

Personnel Years ............................ 5.0 5.0 

Totals .................................................... $147,196 $149,495 $2,299 
Personnel Years ............................ 3,195.0 3,088.6 -106.4 

Percent 
-4.8% 

2.8 
25.8 

1.6% 

-13.4% 
-2.7 
28.3 

47.5 
13.2 

1.1 
0.6 
0.4 

-17.0 
-56.1 

2.9 
1.0 
6.6 

-4.8 
0.8 

-8.8 
(11.5) 

(-1.4) 
(-1.2) 

(-15.3) 
(5.5) 
(0.2) 

(-3.3) 
(-6.0) 

( -27.1) 
(-62.9) 

-5.0 
-17.9 

4.8 
-1.9 

4.2 
-8.5 

-55.6 

1.6% 
-3.3 

"Estimated expenditures for 198Z-83 do not reflect the 2 percent unallotment directed by Executive 
Order D-l-83. 

Proposed General Fund Budget Changes 
Table 2 shows the changes in the department's proposed General Fund 

support expenditures for 1983-84. As the table shows, General Fund ex­
penditures are proposed to decrease by $2,121,000, or 4.8 percent. The 
decrease reflects proposed expenditure increases totaling $4,480,000 and 
reductions totaling $6,601,000. The major proposed increases consist of: (1) 
increased costs for existing personnel ($1,542,000), (2) the state share of 
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grants for disaster relief-Anaheim fire and Northern California Floods­
($1,079,000), and (3) program change proposals for foster care group 
home auditing and rate setting ($515,000). The major decreases consist of: 
(1) the elimination of the family day care licensing program ($1,206,000), 
(2) an adjustment for the one-time only 1982-83 costs of the' contract to 
revise the Statewide Public Assistance Network (SPAN) feasibility study 
report and other SPAN-related activities ($666,000), (3) savings to the 
General Fund anticipated from enactment of a provision in the compan­
ion bill to the Budget Bill which would require counties to pay for disabili­
ty evaluations of Medically Indigent Adults ($1,828,000), and (4) the 
availability of federal funds for the licensing of foster care homes and 
institutions ($1,407,000). 

Table 2 
DSS-Support Budget 

Proposed General Fun" Adjustments 
. (in thousands) 

Cost 
1. 1982-83 Estimated Current Year Expenditures, revised ................... . 
2. Baseline Adjustments 

A. Increase in existing personnel costs 
(1) Merit salary adjustment ............................................................... . 
(2) Retirement ........................ ; ............................................................ . 
(3) Other ................................................................................................. . 

Subtotal ............................................................................................... . 
B. Decrease in existing personnel costs 

(1) Limited-term positions 
(a) AFDC foster care position ................................................ .. 
(b) Child support program maintenance increase ............ .. 
(c) Information systems analysis bureau position .............. .. 
(d) Adoptions policy and program consultation ................... . 
(e) Continue limited-term adoptions caseworker position 
(f) IHSS payrolling system management unit .................... .. 
(g) Family Protection Act (AB 35) evaluation .................... .. 

Subtotal ............................................................................................... . 
(2) Other Reductions 

(a) Long~term care .................................................................... .. 
(b) Family day care home licensing ...................................... .. 
(c) Attorneys ................................................................................. . 
(d) SPAN ...................................................................................... .. 
(e) Disaster Relief-Chapter 955/82 ....................................... . 
(f) Disaster Relief-Chapter 994/80 ...................................... .. 

Subtotal ............................................................................................... . 
C. One-Time Expenditures 

(1) Equipment ..................................................................................... . 
(2) Disaster relief ................................................................................ .. 

Subtotal .............................................................................................. .. 
D. Operating Expenses and Equipment 

(1) Price increase ................................................................................ .. 
(2) Office of Administrative Law .................................................. .. 
(3) Health & Welfare Data Center contract ............................... . 

Subtotal ............................................................................................... . 
E. AdjUstments to fund sources 

$330 
1,207 

5 

-$34 
-32 
-77 
-40 
-64 
-65 

-106 

-$36 
-1,206 

-233 
-666 
-238 
-100 

$538 
-189 
-29 

Total 
$44,344 

$1,542 

-$418 

-$2,479 

$1,078 

$320 
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(1) Child support ............................................ : .................................... . $285 
(2) Disability evaluation ..................................................................... . -1,828 
(3) Federal funds for licensing of foster care homes and institu-

tions ................................................................................................... . -1,407 

Subtotal ............................................................................................... . 
F. Adjustments to full-year costs 

(1) Child support UI intercept-AB 2856 ................................... ... $68 
(2) Adoptions Attorney General costs-'--AB 2695 ......................... . 23 
(3) Returned county workload ......................................................... . 31 

Subtotal ............................................................................................... . 
Total Baseline Adjustments ................................................................. . 

3. Program Change. Proposals 
A. AFDC-foster care rate setting ......................................................... . $195 
B. Child al;mse and neglect prevention and intervention-AB 1733 -250 
C. AFDC-foster care audits and appeals ........................................... . 320 
D. Adoptions casewor.kers ....................................................................... . 69 
E. Child support maintenance increase ............................................... . 42 
F. Placer/Nevada case data system ....................................................... . 288 

Total Program Change Proposals ..................................................... . 
4. Total General Fund Change Proposed for 1983-84 ........................... . 
5. 1983-84 Proposed General Fund Expenditures ................................... . 

Table 3 
Department of Social Services 

Position Changes Proposed for 1983-84 

Workload 
and Requested 

-$2,950 

$122 
(-$2,785) 

$664 
(-$2,121) 

$42,223,000 

Existing Administrative New Total Net Change 
Positions Adjustments Positions Positions Number Percent 

AFDC-Foster Care ................ 111.0 
AFDC-Child Support En-

forcement .......................... 71.7 
AFDC-Other .......................... 253.3 
SSI/SSP ...................................... 26.7 
Special Adult Programs .......... 7.5 
Food Stamps .............................. 301.0 
Refugee Program .................... 50.1 
Social Services Programs ........ 420.6 
Community Care Licensing .. 383.9 
Disability Evaluation .............. 1,704.5 
Services to Other Agencies .. 95.2 
SPAN .......................................... 

Totals .................................. 3,425.5 

-8.1 

-0.6 
-7.6 

-5.5 
-12.0 
-0.1 

-22.5 
-49.1 
-13.7 
-1.3 

-120.5 

Requested 
New 

Positions 
AFDC-Foster Care .................................... 40.5 
AFDC-Child Support Enforcement ...... 4.5 
Social Services Programs ............................ 2.0 
Community Care Licensing........................ 3.5 
SPAN ................................................................ 5.0 

Totals ..... ................................................... 55.5 
Percent ................................................... . 

40.5 143.4 32.4 29.2% 

4.5 75.6 3.9 5.4 
245.7 -7.6 -3.0 
26.7 
2.0 -5.5 -73.3 

289.0 -12.0 -4.0 
50.0 -0.1 -0.2 

2.0 400.1 -20.5 -4.9 
3.5 338.3 -45.6 -11.9 

1,690.8 -13.7 -0.8 
93.9 -1.3 -1.4 

5.0 5.0 5.0 -- --
55.5 3,360.5 -65.0 -1.9% 

Fiscal Effect of Request for New Positions 
(in thousands) 

General 
Fund 

$749 
42 
69 
98 

288 
$1,246 

52.3% 

Federal Reim-
Funds bursements 

$749 
98 

184 
$1,031 

43.3% 

$104 

$104 
4.4% 

Totals 
$1,498 

140 
69 
98 

576 

$2,381 
100.0% 
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The department is proposing a net reduction of 65 positions for 1983-84, 
as shown in Table 3. This reflects 55.5 new positions and a reduction of 
120.5 positions. As a result of these changes, the budget proposes funding 
for 3,360.5 authorized positions in 1983-84. The largest single request is for 
40.5 positions for the Aid to Families with Dependent Children-Foster 
Care (AFDC-FC) program. These positions are requested to conduct 
audits of foster care group homes and to staff a new statewide rate-setting 
system for foster care group homes. Both the rate setting system and the 
requirement for group home audits were created by Ch 977/82 (AB 2695). 

The largest single reduction in staffing is the proposed elimination of 
49.1 positions from the community care licensing division in order to 
reflect the elimination of the Family Day Care Licensing Program. 

Current-Year Support Budget Augmentation 
On September 17, 1982, the Director of the Department of Finance 

notified the Chairman of the Joint Legislative Budget Committee, pursu­
ant to control Section 28 of the 1982 Budget Act, of her intent to approve 
an augmentation of $1,951,835 to the Department of Social Services' 
budget. The purpose of the augmentation was to fund a projected shortfall 
in the department's support budget. The requested augmentation consist­
ed of (1) a transfer of $1,753,835 in federal Title XX funds from social 
services programs to departmental support and (2) $198,000 in unbudget­
ed federal Title IV-B (child welfare services) funds. The department 
proposed to use these additional federal funds to support activities which 
were budgeted for support from the General Fund, thereby making $1,-
951,835 in General Fund money available to offset the projected General 
Fund shortfall in the department's support budget. 

The department stated that the General Fund shortfall was the result 
of four factors: 

1. FiYe Percent Legislatiye Reduction. In acting on the 1982 Budget 
Bill, the Legislature reduced the department's General Fund support 
appropriation by 5 percent, for a reduction of $2,296,000. The department 
took administrative actions to reduce total spending by $2,098,000, and 
proposed to fund the remaining $198,000 through the funding augmenta­
tion proposed in the Section 28 letter. 

2. Inab11ity to Meet Salary Sayings. The department estimated that it 
would fall short of its budgeted salary savings target by $1,200,000. The 
department took administrative actions to reduce total spending by $699,-
090, and proposed to fund the remaining $500,910 through the funding 
augmentation proposed in the Section 28 letter. 

3. Unfunded Actiyities. The department identified a shortfall of $594,-
925 attributable to several mandated activities for which no funding was 
available in the budget. The department proposed to seek a $250,000 
increase in reimbursements from other state departments for a portion of 
these activities, and to fund the remaining $344,925 through the funding 
augmentation proposed in the Section 28 letter. 

4. Statewide Public Assistance Network (SPAN) Phase-Out Costs. 
The department estimated that it would incur $980,000 in unbudgeted 
costs associated with the phase-out of the SPAN project. The department 
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pro.po.sed to. fund this sho.rtfall thro.ugh the funding augmentatio.n 
pro.po.sed in the Sectio.n 28 letter. 

On Octo.ber 15, 1982, the Chairman o.f the Jo.int Legislative Budget 
Co.mmittee no.tified the Directo.r o.f the Department of Finance. that he 
had no. objectio.n to. an augmentatio.n o.f $1,192,925 fo.r the department's 
suppo.rt budget. The chairman reco.mmended, ho.wever, that the directo.r 
not appro.ve: 

• The department's request to. use $198,000 in federal funds to. o.ffset a 
po.rtio.n o.f the Legislature's 5 percent reductio.n in the department's 
suppo.rt budget, because such an augmentatio.n wo.uld be co.ntrary to. 
the Legislature's intent in making the 5 percent reductio.n; 

, • The department's request to. use $500,910 in federal funds to. o.ffset 
reduced salary savings because: (1) the department's inability to. meet 
its salary savings target was largely due to. the department's inappro.­
priate use o.f anticipated savings fro.m its hiring freeze to. o.ffset the 
Legislature's 5 percent reductio.n, rather than to. meet its salary sav­
ings target, (2) the Legislature appro.ved the salary savings target 
pro.po.sed by the administratio.n, and the department never advised 
the fiscal co.mmittees during hearings o.n the 1982 Budget Bill o.f its 
pro.jected inability to. meet this target, and (3) the salary savings 
sho.rtfall resulted in part fro.m the department's o.wn actio.ns; and 

• The department's request to. use $60,000 o.f federal funds fo.r "unfund­
ed activities" ,because the activity fo.r which the $60,000 was request­
ed was being perfo.rmed by perso.nnel previo.usly assigned to. the 
SPAN pro.ject fo.r who.m funds were alSo. being requested under the 
SPAN phase-o.ut co.mpo.nent o.f the Sectio.n 28 letter. 

On Octo.ber 15, 1982, the Department o.f Finance appro.ved anaugmen­
tatio.n to. the department's suppo.rt budget o.f $1,192,925. 

Statewide Public Assistance Network 
The 1982 Budget Act did no.t include requested funds fo.r the co.ntinued 

develo.pment o.f the Statewide Public Assistance Netwo.rk. Instead, the 
budget directed t:l,.e Audito.r General to. request bids fo.r a revised feasibil­
ity study to. determine the appro.priate next step in the develo.pment o.f 
a statewide data pro.cessing system fo.r public assistance pro.grams. This 
study is under way and a repo.rt is expected by April 15, 1983. . 

The 1982 Budget Act alSo. included funds to. suppo.rt two. activities: (1) 
o.peratio.n o.f a data pro.cessing system fo.r the welfare departments in 
Placer and Nevada Co.unties (which had been started under the SPAN 
pro.ject) and (2) develo.pment o.f a central index o.fpublic assistance cases 
in Orange Co.unty using the Lo.s Angeles Co.unty Welfare Case Manage­
ment Info.rmatio.n System. Bo.th o.f these activities are pro.ceeding as 
planned. 

Federal Funding. Fo.llo.wing the terminatio.n o.f the SPAN pro.ject, the 
federal go.vernment withdrew its appro.val o.f enhanced federal funding 
fo.r the pro.ject (90 percent o.f to.tal pro.ject Co.sts) fo.r bo.th 1981-82 and 
1982-83, and requested DSS to. justify any federal participatio.n in the Co.st 
o.f the SPAN wo.rk co.mpleted to. date. At the time this Analysis was pre­
pared, federal o.fficials advised us that DSS had failed to. pro.vide this 
justificatio.n fo.r 1981-82. Until DSS justifies no.rmal federal funding levels 
(50 percent o.f to.talpro.ject Co.sts), the state will no.t receive any o.f the 
appro.ximately $6 millio.n expected to. be received fo.r the SPAN pro.ject in . 
1981-82. The DSS has info.rmed us that the 1982-83 SPAN-related activities 
have been appro.ved fo.r federal financial participatio.n at the usual rate o.f 
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50 percent (instead of the 90 percent sharing ratio). 
SPAN Phase-Out Costs. The DSS estimates that the 1982-83 costs to 

phase out the staff formerly assigned to the Statewide Public Assistance 
Network will total $2,359,887 ($1,030,922 from the General Fund, $1,233,-
528 in federal funds, and $95,437 in reimbursements). As of January 17, 
1983,44 of the original 146 employees were still employed by the depart­
ment. It is expected that by the end of the fiscal year these employees will 
have taken permanent positions, either in DSS or in other departments, 
or will have left state service. The department does not anticipate the 
need for layoffs. 

Placer and Nevada Counties' Data Processing Systems 
We recommend that Placer and Nevada Counties share in the costs of 

operating their welfare data processing systems because the costs of these 
services are part of the routine administrative costs in which all other 
counties are required to share, for a savings to the General Fund of $194,-
000. 

Since 1982, DSS has provided data processing to the welfare depart­
ments of Placer and Nevada Counties as part of the SPANlroject. Al­
though the Legislature halted the SPAN project, it approve continued 
state support for these counties' data processing functions. The budget 
proposes to fund five limited term positions to support this operation and 
to pay the data processing and contract costs associated with the systems 
in these counties. 

The data processing systems in Placer and Nevada Counties are no 
lon.ger operating as demonstration projects, and the state has no plans to 
use these counties as test sites for a statewide data system. 

Our analysis indicates that these counties should be treated like all other 
counties and required to pay for 25 percent of the costs of these data 
processing services. The . costs of the systems amount to $777,000, which 
includes $576,000 in direct costs and another $201,000 in DSS overhead 
costs allocated to this activity. The budget proposes that these costs be 
shared 50 percent by the federal government and 50 percent by the state. 
We recommend that the General Fund costs be reduced by $194,000, and 
that reimbursements from Placer and Nevada Counties be increased by 
the same amount. 

Reduction in Departmental Legal Staff 
We withhold recommendation on the proposed elimination of 14 legal 

positions, pending receipt of further information from the department 
identifying the positions to be eliminated and the department's plan for 
absorbing the workload now assigned to these positions. 

The Office of the Chief Counsel provides legal advice to departmental 
managers and support to the Attorney General in litigating cases affecting 
the department. The budget proposes a 30 percent reduction in the num­
ber of personnel assigned to Office of the Chief Counsel, for a savings of 
$414,000. This reduction in staff consists of nine attorneys and five related 
support personnel. The reduction is consistent with the administration's 
goal of centralizing state legal services within the Department of Justice. 
Such legal services include staff support to protect state fiscal interests in 
suits involving welfare programs, social services programs, and commu­
nity care licensing. 

- -------- ---------
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The office is divided into seven functional areas: (1) community care 
licensing, (2) government law, (3) social services, (4) fiscal, (5) legisla­
tion, adults, and special projects, (6) welfare programs and (7) legal sup­
port. The budget does not specify in which areas legal staff will be 
reduced. Thus, we have no means for determining the effect of such 
reductions on the completion of necessary legal work within the depart­
ment. In addition, the budget proposes neither additional staff nor addi­
tional funding to the Department ofJustice so that it can provide the legal 
services previously accomplished internally by the department. 

We believe that the manner in which the proposed staffing reductions 
are made could seriously affect the timely· completion of necessary legal 
work within the department. Moreover, these reductions could have a 
significant General Fund impact if they result in the department's inabili­
ty to prepare adequately for cases in which increased state expenditures 
could result from unfavorable court decisions. We therefore withhold 
recommendation on the proposed reductions in legal staffing, pending 

. receipt of information concerning (1) the manner in which such reduc­
tions will be made and (2) the effect of such reductions. 

Report on Legislatively Mandated Publications 
Chapter 1632, Statutes of 1982 (AB 2960), requires each state agency to 

identify in its 1983-84 budget request every state publication produced by 
the agency which is legislatively mandated and requires 100 or more 
employee hours to produce. The act also requires each agency to recom­
mend which of these publications, if any, should be discontinued. 

The department has identified six reports falling in this category. Of 
these, the department recommends that the following three be continued: 

• A quarterly report on child support collections for children.in foster 
care, required by Ch 1276/82. 

• An annual report on the Family Protection Act (FPA) demonstration 
project, required by Ch 104/81 (AB 35). 

• An annual report on the activities of the Office of Child Abuse Pre­
vention (OC4\,P), required by Ch 1334/78. 

We concur with the department's recommendation thatthe foster care 
child support collections and the OCAP reports be continued. 

FPA Report 
We recommend the elimination of the requirement for an annual report 

on the FPA demonstration project. 
The budget assumes the enactment of statutory changes to eliminate 

the FPAdemonstration project and deletes the funding for the prepara­
tion of the annual report on the project. Thus, the department's recom­
mendation to continue the annual report on the FPA is inconsistent with 
the budget. In our analysis of the Social Services item; we recommend 
approval of the proposal to eliminate the FP A based on our conclusion that 
the provisions of Ch 978/82 (SB 14) implement the FPA demonstration 
project on a statewide basis. We therefore recommend that the require­
ment for an annual report on the project also be eliminated. 

The department recommends elimination of the following three legisla­
tively mandated reports: 

• An annual report on the funding and allocation of the Social Services 
Block Grant (Title XX), required by Ch 1343/82(AB 2695). 



1060 / HEALTH AND WELFARE 

DEPARTMENT OF SOCIAL SERVICES-DEPARTMENTAL 
SUPPORT-Continued 

Item 5180 

• An annual calendar of rulemaking activity for the current year re-
quired by Ch 1211/82. . . 

• An annual report on child support, required by Ch 924/75. 
We concur with the department's recommendation to discontinue the 

annual report on child support because it duplicates other reports. 
Regardfug the department's recommendation to discontinue the annual 

report on the Social Services Block Grant (Title XX) required by Chapter 
1343, our analysis indicates that much of the information is contained in 
other statutorily-required reports. In addition, Chapter 1343 specifically 
allows the department to use other required reports to substitute for the 
reports required by Chapter 1343. 

The department's recommendation to eliminate the requirement that 
it provide the Legislature with a rulemaking calendar for current and 
prior years is based on the department's contention that this requirement 
duplicates the requirements of Ch 827/81. Our analysis indicates, howev­
er, that the annual 'Calendar of rulemaking required by Ch 1211/82 does 
not dUflicate the requirements of Ch827/81. This is because the provi­
sions 0 Ch 1211/82 require a broader circulation and a different format 
than those required by Ch 827/81. We are, however, unaware of the 
considerations which led the Legislature to enact legislation during the 
last session to require this report .and are consequently unable to advise 
the Legislature whether the report' is still needed. 

Unbudgeted Federal Funds 
We recommend that unbudgeted federal Title IV-E funds be used in 

lieu of General Fund support for the departmental support item in order 
to increase the Legislatures fiscal nexibilit~ for a General Fund savings 
of $1,055,(J()O .. 

Background. The Adoption Assistance and Child Welfare Act of 1980 
(P.L. 96-272) provided that qualifying states could receive federal Title 
IV-E funds for administrative activities on behalf of federally eligible 
foster care children, including licensing of foster family homes and group 
homes. In order to qualify for these federal funds, states are required to 
have an accepted Title IV-E plan. With the enactment of Ch 977/82 (AB 
2695) and Ch 978/82 (SB 14), California came into compliance with the 
requirements for an acceptable Title IV-E plan. The u.S. Department of 
Health and Human Services (DHHS) approved California's Title IV-E 
plan effective October 1, 1982. 

Title IV-E Funds Not Budgeted for 1982-83. The departmental sup­
port budget includes $1,407,000 in federal Title IV-E funds for foster family 
and group home licensing during 198~. The budget proposes to use 
these federal funds during 198~ to offset a portion of the General Fund 
costs of the Community Care Licensing program. 

Our analysis indicates that California is eligible to receive $1,055,000 of 
additional Title IV-E funds for 1982-83. These additional funds represent 
the federal share of the costs of licensing foster family and group homes 
during 1982-83. Although these funds will be available for use during 
1982-83 or 198~, the administration's budget does not include these 
funds for either fiscal year. If these funds are used to replace General Fund 
support for social services programs in 198~, the Legislature will have 
an additional $1,055,000 in General Fund resources to draw on and thus 
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more flexibility in funding its priorities in this or other program areas. We 
therefore recommend that the $1,055,000 in unbudgeted Title IV-E funds 
be used in 1983-84 to offset the General Fund cost of the Community Care 
Licensing program. 

COMMUNITY CARE LICENSiNG-PROGRAM REVIEW 
Community care facilities provide nonmedical residential care, day 

care, or home-finding services to children and adults. In general, clients 
of community care facilities require care ~d supervision be?atise they are 
unable to care for themselves due to theIr age and! or phYSICal or mental 
disabilities. The Department of Social Services licenses some community 
care facilities and contracts with the State Department of Education 
(SDE) and county governments to license other facilities. Table 4 displays 
the various types of facilities licensed by the Departments of Social Serv­
ices and Education and the counties. 

Table 4 
Community Care Facilities 

Projected Licensed Facilities 
. 1983-84 

1. Adoption and home-finding agencies ................... . 
2. Small family homes for children and foster family 

homes ............................................................................. . 
3. Other family homes (small and large family 

homes for adults and large family homes for chil-
dren) ............................................................................. . 

4. Group homes for children ....................................... . 
5. Group homes for adults ............................................. . 
6. Adult day care homes ............................................... . 
7. Family day care homes for children a .••••••••••••••••••• 

8. Day care centers for children ................................. . 

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

Facilities 
Licensed 
Directly 
ByDSS 

99 

1,412 

3,600 
1,198 
3,563 

193 
9,772 
5,017 

24,854 

Facilities 
Licensed 

by 
Counties 
Under 

Contract 
WithDSS 

12,400 

21,440 

33,840 

Facilities 
Licensed by 

SDE 
Through an 
Interagency 
Agreement 
WithDSS 

1,500 

1,500 

Total 
Facilities 

99 

13,812 

3,600 
1,198 
3,563 

193 
31,212 
6,517 

60,194 

a The budget assumes the enactment of a statutory change to eliminate the licensing of these facilities; 
We discuss the proposal to eliminate family day care licensing in our analysis of Item 5180-161, 
community care licensing, local assistance. 

The Department of Social Services estimates that the community care 
facilities shown in Table 4 provide residential (24-hour) care and day care 
to approximately 555,900 individuals. The department estimates that 404,-
700, or 75 percent, of the clients, are served by day care facilities and 
151,200 clients are served by residential facilities. Chart 1 shows the types 
of clients cared for by 24-hour residential facilities. The chart shows that 
40 percent of the clients are elderly, 34 percent are mentally disturbed or 
developmentally disabled adults and children, 20 percent are foster chil­
dren, and 6 percent are substance abusers. 
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Chart 1 
Types of Clients Served by Residential Facilities 
Department of Social Services 1982-83 

Elderly (40 % ) -

Developmentally 
Disabled Children 
and Adults (14%) 

I 
Mentally Disturbed 

Children and 
/ Adults (20%) 

Foster Care Children, 
~~#~~~ _Status Offenders (1 %) 

.......Foster Care Children, 
Delinquents (3 % ) 

" Foster Care Children, 
Voluntaries (3 %) 

\ Foster Care Children, 

t Abused and Neglected 
(13%) 

Substance Abusers (6 %) 

Lack of Data to Measure Effectiveness of the Licensing Program 
We recommend that the department report to the fiscal committees 

prior to budget hearings on (J) the departments progress in implementing 
the facilities rating system, (2) the cost of using the Facilities Information 
System (FIS) to generate management information reports based on facil­
ity ratings and (3) its pl(ln to develop performance standards based Or? the 
rating system. 

The purpose of the community care licensing program is to ensure that 
community care facilities provide a healthy and safe environment to their 
clients,· It is difficult to assess the success of the program in achieving this 
goal because the department lacks data which measures the degree to 
which community care facilities are operating in compliance with licens­
ing requirements. For example, the department does not collect data on 
the number and types of licensing violations by facilities. As a result, we 
are unable to advise the Legislature as to whether the program has been 
successful in achieving its· goals. 

Current law and regulation require the department to maintain a facili­
ties rating system which could readily be adapted to provide the data 
necessary to assess the extent to which facilities are in compliance with 
health and safety standards. The department, however, has never imple­
mented the required rating system. 

We believe that implementation of the rating system would result in 
negligible costs to the current evaluation process because licensing evalua­
tors currently record all violations of licensing standards. In order to im­
plement the rating system the department would merely have to require 
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evaluators to assign a letter grade to each facility based on the number and 
seriousness of violations. 

The department currently operates the computer-based Facilities In­
formation System (FIS). We believe that the FIS could be adapted to 
generate reports on facility ratings which could be used (1) to assess the 
effectiveness of the licensing program and (2) to set goals for the future 
performance of the program. 

In order to assist the Legislature in evaluating the effectiveness of the 
community care licensing program, we recommend that the department 
report to the fiscal committees, prior to the budget hearings, on (1) its 
progress in implementing the facility rating system, (2) the costs of using 
the FIS to generate management information reports based on the facility 
rating system, and (3) its plan to develop performance standards based on 
the rating system. 

The Effectiveness of the Annual Visit 
The primary tool of the department in ensuring compliance with licens­

ing standards is the inspection visit. The department's licensing evaluators 
conduct three types of inspection visits: 

1. Annual or Renewal Visits. During this type of visit, the licensing 
evaluator inspects the facility to determine whether it is in compliance 
with all licensing standards. Evaluators spend more of their time conduct­
ing annual visits than performing any other function. 

2. Complaint Visits. During this type of visit, the evaluator investi­
gates complaints and, in addition, may conduct a general inspection of the 
facility, at his discretion. 

3. Plan-oE-Correction Visits. During this type of visit, the· evaluator 
determines whether a deficiency cited during a prior visit has been cor­
rected. If the evaluator determines that the correction has not been made, 
the evaluator may assess a civil penalty. The evaluator may also cite the 
facility for any other violation detected during the plan-of-correction visit. 

Inspection visits are the core of the licensing program because they are 
the only way for the department to determine whether a particular facil­
ity is operating in compliance with minimum licensing standards. Our 
review of the licensing program indicates, however, that the current pol­
icy of requiring annual inspections of all community care facilities may not 
result in the most effective use of an evaluator's time because the annual 
visit seems to result in the identification of relatively few serious violations 
of licensing standards. 

Annual Visits Identify Relatively Few Serious Violations. We re­
viewed all of the "accusations", 23 in total, filed by the department against 
state-licensed facilities during the period July 1 through December 1,1982. 
An "accusation" is a legal document listing the reasons the department is 
initiating proceedings to revoke the license of a community care facility. 
The 23 accusations we reviewed contained 234 alleged violations of com­
munity care licensing standards. Table 5 identifies the original source of 
the information which eventually led to these allegations by the depart­
ment. 

Table 5 shows that 65 percent of the violations were first identified 
through complaints from sources other than a licensing visit. In addition, 
6 percent of the alleged violations were identified during complaint visits. 
Only 20 percent of the alleged violations were identified as a result of 
annual visits. Furthermore, of the 23 accusations we reviewed, only one 
was based primarily on alleged violations which were first identified dur­
ing an annual visit. 
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Table 5 

Source of Infor-mation Leading 
To an Allegation of a Violation 

Against a Community Care Facility 
July 1, 1982 through December 1, 1982 

Original Source of Information 
Number of 
Violations 

1. Complaints from: 
a. Placement agency .............................................................................................. . 
b. Local fire, health or police department ..................................................... . 
c. Friend/relative of client or anonymous ....................................................... . 
d. Client or former client.. ................................................................................. ... 
e. Employee of facility ......................................................................................... . 

Subtotal ............................................................................................................. . 
2. Various types of visits: 

a. Annual visit ......................................................................................................... . 
b. Plan-of-correction visit ..................................................................................... . 
c. Complaint visit ................................................................................................. ... 

60 
15 
57 
17 
4 

153 

47 
21 a 

13 a 

Subtotal.............................................................................................................. 81 
Total ......................................................................... ;........................................ 234 

Item 5180 

Percent 
of Total 

25.6% 
6.4 

24.4 
7.3 
1.7 

65.4% 

20.0% 
9.0 
5.6 

34.6% 
100% 

a Represents instances in which an alleged violation was first identified during the course of a plan-of­
correction visit, or a complaint visit. 

On this basis, we conclude that complaints and complaint visits are far 
more important than annual visits as a source of information leading to the 
decision to seek a revocation of a facility's license_ Yet, according to the 
department's estimate, the average evaluator spends two and one-half 
times as much time conducting annual visits as he does. responding to 
complaints_ 

The elimination of the requirement for annual visits to all facilities could 
result in either (1) substantial General Fund savings, to the extent that a 
reduction in the number of inspection visits would result in a reduced 
need for licensing evaluators, (2) increased program effectiveness, to the 
extent that evaluator time now spent on annual visits could be redirected 
to more frequent visits to problem facilities, or (3) some combination of 
decreased program costs and increased program effectiveness_ 

Demonstration Project Recommended 
We recommend the adoption of Budget Bill language requiring the 

department to undertake a demonstration project to test the feasibility of 
eliminating or modifying the current requirement for annual visits to all 
facilities. We further recommend enactment of legislation to allow the 
department to conduct the recommencled demonstration project. 

Our analysis indicates that a demonstration project testing the feasibility 
of eliminating or modifying the current requirement for annual visits 
would provide the Legislature with information which could potentially 
result in substantial General Fund savings, greater program effectiveness, 
or both. 

Under the demonstration project, one group of facilities would continue 
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to receive the required annual visits, another would receive no annual 
visits but would continue to be visited in response to complaints, and a 
third group would be visited at a frequency to be. determined by each 
facility's score as assigned by the facilities rating system. Thus, the lower­
rated facilities in the third group would be visited several times a year 
rather than annually, while the higher-rated facilities in this group might 
not be visited at all except in response to complaints. This deIllonstration 
project would not require the department to assign additional evaluators 
to the facilities in these three groups, but rather to change the way in 
which existing evaluators are assigned to visit the facilities. Thus, the 
demonstration project could be accomplished within the existing re­
sources of the department. 

In order to implement the demonstration project,we recommend adop­
tion of the following Budget· Bill language: 

"Not sooner than 30 days after submission of a detailed plan to the 
fiscal committees and the Joint Legislative Budget Committee, the com­
munity care licensing division of the department shall commence a 
demonstration project designed to determine whether the current stat­
utory requirement for annual visits of community care licensing facili­
ties should be (1) retained, (2) eliminated, or (3) replaced with a policy 
of more frequent visits to low-rated facilities and less' frequent visits to 
high-rated facilities. This project shall consist of a control gro,,!p and two 
experimental groups of licensed facilities, each of which shall be rated 
according to the facilities rating system defined in Article 7, Chapter 1 
of the California Administrative Code. These ratings shall be based on 
a review of the case files of each facility in each group. The facilities shall 
be rated both before and after the demonstration project. Facilities in 
the control group shall be evaluated according to the current practices 
of th~ department. Facilitie~ in one experimental ~oup shall be visited 
only mresponse to complamts and shall not recelve the currently re­
quired annual visit. Facilities in the other experimental group shall be 
visited by licensing evaluators with a frequency determined by their 
rating-higher rated facilities will be visited only in response to com­
plaints while lower rated facilities will be visited as frequently as possi­
ble given the number of evaluators assigned to' the experimental 
group." 
Because the current policy of annual visits of community care facilities 

is required by law, we recomIllend an amendment to the companion bill 
to suspend the current statutory requirement for annual visits with re­
spect to those facilities chosen to be included in the experimental groups 
in the demonstration project. 

Licensing Fees 
We recommend enactment of legislation requiring that community care 

facilities be charged a fee based on (a) the cost of licensing each facility 
type and (b) the' proportion of each facility's clients which are private 
placements. 

The Legislature has determined that many licensing programs should 
be supported entirely by fees collected from licensees because (1) licens­
ing is a service which should be paid for by the beneficiaries of the service 
and (2) licensees can either absorb the fee or pass it through to their 
clients. The community care licensing program, however, is unlike most 
other licensing programs in that community care facilities are not chMged 
for their licenses. '." 
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Reasons that Community Care Facilities are Exempted from License 
Fees. Our analysis indicates that there are two reasons community care 
facilities are exempt from license fees: 

1. Community care facilities often are unable to adjust the rates they 
charge their clients to reflect specific changes in their cost of doing 
business. This is because the rate of reimbursement is set by the 
government. 

2. Part of any increase in the cost of care resulting from the imposition 
of a license fee would be borne by the General Fund. 

Across-the-Board Exemption from LicensingFee is Not Justified. An 
unknown number of community care clients are private placements. Pri~ 
vate placements are those community care clients whose care is paid from 
nongovernmental sources. For example, nearly all of the children who 
receive day care from day care centers licensed by DSS are private place­
ments whose care is generally paid for by their parents. In addition, most 
children in family day care are private placements whose care is paid for 
by their parents. (The budget proposes to eliminate the licensing of family 
day care homes. We discuss this proposal in our analysis of the Community 
Care Licensing LocalAssistance item). Furthermore, many elderly clients 
. of group homes for adults pay for their own care; In fact, most community 
care facility types have some private . placements. 

Community care facilities are free to increase the rates they charge for 
private placements to the extent that the market will allow. Thus, the 
current. p. olicy of exempting co.mmunity care facilities from a lice.nsing fee 
results, in effect, in a subsidy of these private placements. We find no 
analytical basis for such a subsidy, since private placements, by definition, 
are those placements which do not qualify for any of the various programs 
which specifically subsidize community care. 

We conclude that there is some basis for excluding community licensing 
facilities from the normal requirement that the licensee pay for the costs 
of the program under which he is licensed. We also conclude, however, 
that such an exemption results in unjustified General Fund subsidies to 
privately placed clients of community care facilities. Therefore, we rec­
ommend enactment of legislation requiring that community care facilities 
be charged a fee based on (a) the cost of licensing each facility type and 
(b) the proportion of each facility's clients·which are private placements. 
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Department of Social Services 

AID TO FAMILIES WITH DEPENDENT CHILDREN 

Item 5180-101 from the General 
Fund and Social Welfare Fed­
eral Fund Budget p. HW 141 

Requested 1983-84 ......................................................................... $1,174,669,000 
Estimated 1982-83 ............................................................................ 1,327,672,000 
Actual 1981-82 .................................................................................. 1,349,088,000 

Requested decrease $153,003,000 
( -11.5 percent) 

Total recommended reduction from Item 5180-101-001 ...... .. 
Total recommended transfer from Item 5180-181-001 (a) .... .. 
Recommendation pending .......................................................... .. 

3,690,000 
(72,267,000) 
$18,309,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
5180-101-001-Payments for Children 
5180-101-866-Payments for Children 
5180-101-919-Incentives from other states 

General 
Federal 

Fund 

Interstate Incentive Collec-

Amount 
$1,174,669,000 
(1,379,107,000) 

(600,000) 
tions 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Welfare Fraud Early Detection/Prevention Program. 

Withhold recommendation on budgeted savings of $18,309,-
000 to the General Fund, pending receipt of additional de­
tails on how the program will be implemented. 

2. Transfer of Cost-of-Living Funds. Recommend that 
$72,267,000 in Item 5180-181-001 (a) be transferred to Item 
5180-101-001 and used to fund a cost-of-living increase for 
AFDC recipients, rather than for recipients of Supplemen­
tary Security Income/State Supplementary Payments (SSI/ 
SSP) program who now receive larger grant amounts. 

3. Improved Program Information. Recommend the Depart­
ment of Social Services (DSS) submit a plan for collecting 
information on those portions of the AFDC assistance popu­
lation that receive aid not required by federal law. 

4. Administrative Increases to the AFDC Appropriation. 
Recommend adoption of Budget Bill language requiring the 
Director of the Department of Finance to notify the fiscal 
committees 30 days before increasing the amounts appro­
priated for AFDC . 

5. Unallowable Federal Costs. Reduce Item 5180-101-001 by 
$1710~OOO. Recommend General Fund reduction and cor­
responding increase in federal funds because it is not clear 
that costs will be a state responsibility. 

6. Group Home Foster Care Costs. Recommend DSS report 
to the fiscal committees prior to budget hearings regarding 

Analysis 
page 
1073 

1075 

1086 

1102 

1102 

1103 
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the costs of group home foster care for federally eligible 
children. 

7. Anticipated Federal Reimbursements. Reduce Item 5180- 1104 
101-001 by $1~65~OOO. Recommend General Fund reduc-
tion and corresponding increase in federal funds to reflect . 
anticipated federal reimbursements for specified foster care 
costs in 1982-83. 

8. Audit Recoveries. Reduce Item 5180-101-001 by $94~OOO. 1104 
Recommend General Fund reduction to reflect a more real-
istic estimate of group home audit recoveries. 

GENERAL PROGRAM STATEMENT 
The Aid to Families with Dependent Children (AFDC) program pro­

vides cash grants to children and their parents or guardians whose income 
is not sufficient to provide for their basic needs. Eligibility is limited to 
families with children who are needy due to the death, incapacity, con­
tinued absence, or unemployment of a parent or guardian. 

In the past, the Welfare and Institutions Code provided a continuous 
appropriation to finance cash grants to AFDC families. Section 13340 of 
the Government Code (Ch 1284/78) sunsets the continuous apI>ropriation 
for the AFDC program and requires that, starting in 1983-84, these funds 
be appropriated in the Budget Act. The Budget Bill, however, contains a 
provision that allows the Director of the Department of Finance to in­
crease the. amount of funds available for the AFDC program if it is deter­
mined that expenditures will exceed the amount appropriated for the 
budget year. 

During the current year, 553,680 families (1,592,000 persons) are expect­
ed to receive AFDC grants: 

ANALYSIS AND RECOMMENDATIONS 

Current Year Deficiency 
The budget estimates that the AFDC program will incur a General 

Fund deficiency of $58,797,000 in the current year. This deficiency is the 
net result of several separate increases and decreases in funding require­
ments, relative to what was anticipated in the 1982 Budget Act for this 
program. 

Cost Increases. The major unanticipated cost increases are due to: (1) 
increased caseload in the AFDC-Family Group and Foster Care programs, 
due in part to unemployment exceeding pr~dicted levels ($9,350,000), (2) 
lower estimated savings from the provisions of Chapter 3, First Extraordi­
nary Session of 1981-82 ($3,703,000), (3) court rulings ($10,541,000), (4) 
smaller savings from the changes in the state Unemployed Parent pro­
gram ($29,982,000), and (5) reduced savings under the Emergency Assist­
ance program for unemployed parents ($9,263,000). 

Additional Savings. Partially offsetting savings during 1982-83 are an­
ticipated by the budget in two areas: (1) lower estimates of court-ordered 
retroactive payments ($3,321,000) and (2) greater estimated savings due 
to Chapter 1, First Extraordinary Session of 1981-82 ($2,583,000). 

The estimated deficiency is subject to change· in the May revision of 
expenditure estimates. 
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Court Rulings Increase State Costs 
On July 29,1982, the U.S. District Court ruled in the case of Turner v. 

Woods that California's treatment of mandatory payroll deductions vio­
lates federal law. Prior to the court ruling, the state considered the "stand­
ard work expense" deduction to include mandatory deductions such as 
federal and state taxes, social security taxes, and state disability insurance. 
The federal court ordered the state to subtract both the standard work 
expense deduction (a flat $75 for work-related expenses, which is reduced 
to $50 for part-time work) and mandatory payroll deductions from gross 
income, whert calculating a recipient's grant. The effect of this ruling is 
to reduce the amount of countable income earned by recipients, thereby 
increasing the number of families eligible for AFDC and the amount of 
grants paid to individual recipients with earned income. The budget esti~ 
mates that the General Fund cost of complying with the court's order will 
be $10,936,000 in 1982-83 and $13,292,000 in 1983-84. 

The department is appealing the Turner v. Woods decision. Until a final 
judicial decision in this case is made, the state will continue to incur 
additional costs. 

The effects of the Turner v. Woods case and other recent court rulings 
are summarized in Table 1. 

Table 1 
Impact of Recent Court Rulings on the General Fund a 

1982-83 and 1983-84 
(in thousands) 

Turner v. Woods ........................................................................................... . 

Lowry v. Woods 

~:~~:~~~·b·:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Seibert v. Woods ........................................................................................... . 

Greene v. Obledo b •••••••••••••••••.•••••••••••••••••••••••••.•••••••.•••.•••••••••••••••••••••.•••••••••• 

Farias v. Woods ........................................................................................... ... 
Totals ......................................................................................................... . 

Estimated 
1982-83 
$10,936 

1,018 
2,359 

155 
5,592 

424 
$20,484 

a Includes both grants and administrative costs. 
b Assumes all recipients entitled to retroactive relief will receive payments in 1982-83. 

Budget Year Proposal 

Proposed 
1983-84 
$13,292 

1,236 

374 

2,764 
$17,666 

The budget proposes expenditures of $1,174,669,000 from the General 
Fund for AFDC cash grants in 1983-84. This represents a decrease of 
$153,003,000, or 11.5 percent, from estimated 1982-83 expenditures. 

As shown in Table 2, total expenditures from all funds for AFDC cash 
grants are budgeted at $2,722,590,000 in 198:h'W, representing a $224,393,-
000, or 7.6 percent decrease from estimated expenditures in the current 
year. Included in this amount is $122,133,000 from all funds for cash grants 
to refugees. 

Chart 1 shows the sources of funding in 198:h'W for each of the three 
AFDC grant programs. The state and county contribute 44.6 percent and 
5.4 percent, respectively, toward the cost of grants provided to those 
recipients who are eligible under federal Family Group and Unemployed 
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Parerit programs. The federal government contributes 50 percent toward 
the cost ofthese grants. The federal share of total costs under the FG and 
U programs exceeds 50 percent bec::tuse the grant costs for refugee fami­
lies are 100 percent federally funded during the first 36 months that they 
are in the United States. 

For those"AFDC recipients who are not eligible under federal law, the 
state pays 89.2 percent of grant costs and the county pays 10.8 percent. 
These sharing ratios apply to the State Only AFDC-U program. 

Chart 1 also shows that the AFDC-Family Group program accounts for 
$2,006 million, or 74 percent, of all estimated grant costs in the three major 
AFDC programs. The Unemployed Parent program accounts for another 
18 percent, and the Foster Care program accountsfor 8 percent. (Child 
support incentives and Adoptions Assistance are not included in this 
chart.) 

o 
o 
L 
L 1 

A 
R 
S 

Chart 1 
Total AFDC Grant Costsa 

By Program and Fond Source 
1983-84 (in millions) 

0'----
Family Group Unemployed Parent 

Federal 
Funds 

General Fund 

rtttt@Wikilnl 
County Funds 

215 

Foster Care 



Table 2 
Expenditures for AFDC Grants by Category of Recipient' 

(in millions) 

Estimated 1982-83 PrOl22.sed 1983-84 
Recipient Category . Total Federal State County Total Federal State County 
Family group .............................. $2,314.4 $1,174.6 $1,016.7 $123.1 $2,166.7 $1,094.8 $956.1 $115.8 
Unemployed parent .................. 541.1 317.8 199.1 24.1 498.0 292.7 183.2 22.2 
Foster care .................................. 214.9 50.5 156.2 8.2 219.2 52.1 92.7 74.4 
Aid for adoption of children .. 5.4 0.1 5.3 6.5 0.5 6.0 
Child support incentive pay-

ments to counties .............. 1.7 22.6 10.9 -31.7 0.4 21.0 12.3 -32.9 
Child support collections.......... -148.0 - 72.1 -68.2 -7.8 -168.3 -82.0 ~75.7 -10.6 

-- -- --
Subtotals .............................. $2,929.4 $1,493.6 $1,319.9 $115.9 $2,722.6 $1,379.1 $1,174.7 $168.8 

Court-Ordered retroactive 
payments .............................. $17.6 $8.9 $7.8 $0.9 

AFDC cash grants to refugees (160.3)~) (75.4) ~) (122.2) _~!.:!) (54.5) ~) 
Totals .................................... $2,947:0 $1,502.5 $1,327.7 $116.9 $2,722.6 $1,379.1 $1,174.7 $168.8 

• Columns may not sum due to rounding. 

Percent Chanl!e 
Total Federal State County 

-6.4% -6.8% -6.0% -6.0% 
-8.0 -7.9 -8.0 -8.0 

2.0 3.2 -40.6 805.1 
20.7 .358.9 13.5 

-76.8 
13.7 

-7.0 
13.7 

13.8 
ILl 

. 3.8 
36.5 

-7;1% -7.7% -11.0% 45.6% 

-100.0% -100:0% -100.0% -100.0% 
(-23.8) (-19.4) (-27.7) (-27.5) 

-7.6% -8.2% -11.5% 44.5% 

-~ 
CJl ..... 
~ 

= 
~ 
S! o 

~ 
....... .... 
S ... 
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Proposed General Fund Budget Changes 
Table 3 shows the factors resulting in the $153 million decrease in Gen­

eral Fund support for the AFDC program in 1983-84. The change reflects 
$38,743,000 in increased costs which are more than offset by $191,746,000 
in proposed reductions. 

Table 3 
Proposed General Fund Budget Changes 

for AFDC Grants 
198344 

(in thousands) 
1982-83 Current Year Revised ................................................................. . 
A. Baseline Adjustments 

1. Basic caseload ................................................................................. . 
2. Court cases 

a. Turner v. Woods ....................................................................... . 
b. Lowry v. Woods ....................................................................... . 
c. Seibert v. Woods ....................................................................... . 
d. Farias v. Woods ......................................................................... . 

Subtotal ................................................................................... . 
3. State legislation 

a. Ch 327/82 (SB 1326) ................................................................. . 
b. Ch 703/81 (SB 620) ................................................................. . 
c. Ch 325/82 (AB 2315) ............................................................. ... 
d. Ch !J17/82 (AB 2695) ............................................................... . 
e. Ch 1166/80 (AB 2749) ............................................................. . 

Subtotal ................................................................................... . 
4. Adjusted estimates of federal program changes in Omnibus 

Budget Reconciliation Act of 1981 (P.L.97-35) 
a. Implemented in Ch 1/81 (SB Ix) ......................................... . 
b. Included in AB 2x ..................................................................... . 

Subtotal ................................................................................... . 
5. One-time costs during 1982-83 

a. Retroactive payments in court suits 
(1) Lowry v. Woods ................................................................. . 
(2) Green v. Ob/edo ............................................................... . 
(3) Farias v. Woods ............................................................... ... 

Subtotal ................................................................................... . 
6. Reduced grant costs due to increases in retirement, survi-

vors, disability, and health insurance ....................................... . 
7. End to extended and supplemental federal unemployment 

insurance benefits ......................................................................... . 
8. Payment verification systems ..................................................... . 
9. Fixed WIN sanction period ......................................................... . 

10. Emergency Assistance Program ................................................. . 
11. Adjustnients in. Child Support Collections and Incentives .. 
12. Change in Foster Care sharing ratio 

a. Decreased grant cost share ................................................. ... 
b. Decreased state share of child support collections ......... . 

Subtotal .................. ; .............................................. : ................. . 
13. Foster Care Audit Recoveries ..................................................... . 
14. Special Adjustments . 

a. Welfare fraud early detection ...................... ; ........................ . 
b. Prorated shelter costs ................. ; ........................................... . 
c. Change beginning date of aid ............................................... . 
d. Reduce State-Only AFDC-U program to 2 months ......... . 

Subtotal ................................................................................... . 

B. Total Budget Increase ......................................................................... . 
C .. Pf(i)Fl@s.ea. 1~ 'ElqJeildit1;lres ....................................................... . 

Cost 

$2,193 
218 
219 

2,753 

-$7,828 
-4 

-1,488 
649 

-447 

-$740 
160 

-$2,331 
-5,033 

-423 

-$66,487 
1,774 

-$18,309 
-37,418 
-35,629 

-810 

Total 
$1,327,672 

$21,092 

$5,383 

-$9,118 

-$580 

-$7,787 

-$880 

$8,193 
-$3,958 

-$20 
-$258 

-$7,836 

-$64,713 
-$355 

-$92,166 
-$153,003 

$1,174,669 
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Program Changes Proposed by the Administration 
The budget proposes three significant program changes in the AFDC 

program during 1983-84 that are estimated to reduce General Fund costs 
by $90,276,000. This savings includes $91,356,000 in grant savings, partially 
offset by $1,080,000 in added administrative costs. Table 3 shows the es­
timated grant savings associated with each of the proposals. 

The budget proposes to implement a Welfare Fraud Early Detection/ 
Prevention Program that is expected to result in General Fund savings of 
$18,309,000 in 1983-84. The administration also proposes two changes af­
fecting grants to AFDC recipients: (1) require a prorated reduction in the 
need standard and grant amount for families living with another individ­
ual(s), which is estimated to reduce General Fund costs by $36,338,000 
(grant savings of $37,418,000, partially offset by additional administrative 
costs of $1,080,000) and (2) require that aid begin on the first day of the 
month following the date of application, which would result in estimated 
General Fund savings of $35,629,000. 

Fraud Early Detection and Prevention Program 
The administration proposes to implement a program to increase the 

chances of detecting fraudulent applications before such applicants are 
approved for aid. The proposed program is patterned after a pilot pro­ro:m implemented in Orange County in March 1981. The program calls 

• Improved training of eligibility staff to detect fraud. 
• Establishment of a Welfare Fraud Early Detection Unit that: 

-Makes daily. visits to assigned welfare offices. 
-Receives case referrals through simple, streamlined procedures. 
-Provides eligibility workers with immediate feedback regarding 

the cases referred. 
• Cases flagged with fraud histories to be automatically referred for 

investigation if reopened. 
• Criminal prosecution for attempted fraud in cases where aid was 

denied. 

Savings From the Fraud Early Detection and Prevention Program are Difficult 
to Estimate . 

We withhold recommendation on the amount of savings that will result 
from the Welfare Fraud Early Detection/Prevention Program~ pending 
receipt of additional detail on the program's implementation. 

The pilot program in Orange County has contributed to increases in the 
number of fraud referrals and may have resulted in decreases in grant 
expenditures. A report prepared by Orange County on the pilot experi­
ence states that fraud was detected in about 49 percent of the 1,596 fraud 
referrals during the first year of operation. Assuming that the detected 
cases which were kept off the rolls would have drawn benefits for the same 
period as the average AFDC case, the savings in Orange County could 
reach $6 million. The savings from this program, however, are likely to be 
lower. Some of these fraudulent cases, had they received aid, probably 
would have been detected through other ongoing fraud detection proce­
dures, resulting in collection of the fraudulent overpayments. Reliable 
estimates of the actual savings attributable to the early detection program 
cannot be made. 

It is unclear whether the Fraud Early Detection and Prevention Pro-
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gram proposed in the budget can be counted upon to achieve a savings 
of $18.3 million, as the administration assumes, for the following reasons: 

1. It is uncertain how the proposal differs from existing welfare detec­
tion practices in several counties. Current state and federal regulations 
require that intake cases be given the highest priority in fraud investiga­
tions. Several large counties (Los Angeles, Fresno, San Diego). give special 
attention to intake cases using either special staff that are allocated to 
intake precessing or more experienced eligibility workers. 

2. There is no implementation plan for the statewide program. A 
schedule for implementing this program has not been prepared. The 
specific features of the plan and the timing of its implementation may lead 
to different savings estimates. 

3. The budget estimate includes savings attributable to prevention of 
fraudulent issuance of food stamp coupons. The administration's esti­
mate of savings to the General Fund from this program includes $3,112,000 
in savings due to reduced food stamp benefits. Because the federal govern­
ment pays the full cost of food stamp benefits, reductions in the value of 
food stamps issued would not save any state or county funds. 

4. The budget assumes that implementation of the program will not 
increase administrative costs. It is our understanding that the program 
calls for transferring existing personnel to the new fraud prevention activi­
ties, and would not increase the total number of fraud investigative staff. 
This, however, may lead to reduced savings from current anti-fraud activi­
ties. The District Attorney's office in Orange County found it necessary 
to add six new investigators to handle continuing case investigations that 
previously were neglected on account of the early fraud detection/pre­
vention program. Other counties may experience similar needs for added 
personnel. 

Without knowing details of the plan for implementing this program, we 
cannot determine whether the savings attributed to the program are 
likely to occur, or whether additional administrtive costs need to be 
budgeted. Therefore, we withhold recommendation, pending receipt of 
additional detail on the program's implementation. 

Proration of Shelter Costs 
The budget also includes savings due to the expected passage of legisla­

tion which would require a prorated reduction in the need standard and 
grant amount for AFDC families living with another individual(s). Under 
this proposal, the need standard and grant amounts would be reduced to 
reflect the lower level of shelter and utility expenses incurred by an AFDC 
family residing in a shared living arrangement. 

This option is available to California as a result of recent changes made 
in federal law by the Tax Equity and Fiscal Responsibility Act of 1982. 
Currently, the only AFDC families whose grants are affected by sharing 
quarters with others are those for whom the whole amount of shelter is 
paid by the non-AFDC tenant. Current rules require that in the case of 
these AFDC families, the entire amoun:t of their shelter costs be counted 
as in-kind income, thereby reducing the size of the grant to which they 
are entitled. 

The budget estimates that, as a result of the proposed policy change, 
total costs for AFDC grants and administration will be reduced by nearly 
$81 million ($36 million General Fund, $41 million in federal funds, and 

~.-------------~------
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$3 million in county funds). This estimate assumes that the maximum 
grants would be reduced by 25 percent for families sharing living quarters, 
except those who share with SSI/SSP recipients. The companion bills to 
the Budget Bill, however, do not specify the amount of the grant reduc­
tion. Instead, the bills leave this determination to the Director of the 
Department of Social Services (DSS). 

Beginning Date of Aid 
The budget also proposes to change the date when an AFDC applicant's 

aid payments begin. Under the proposal, aid would begin on the first day 
of the month following the month in which the application was filed. 
Currently, individuals whose applications are completed within a calendar 
month receive benefits from the day they applied. TheDSS estimates that 
about 70 percent of AFDC applicants (22,000 monthly) are now receiving 
grants prorated to the date of application. The budget proposes that these 
families not receive this first payment, which currently averages $321.52. 

To achieve the budgeted savings, a statutory change will have to be 
made. The budget companion bills, however, do not contain provisions 
effecting the required changes. 

Eligibility· Criteria 
Table 4 lists the eligibility criteria for the AFDCand food stamp pro­

grams (most AFDC recipients receive food stamps). 

Cost-of-Living Increase 
. State law requires that recipients of assistance under the AFDC pro­

gram receive an annual cost-of-living increase to their grants, effective 
July 1 of each year. Under existing law, the cost-of-living adjustment 
(COLA) required on July 1, 1983 is oased on the change in the California 
Necessities Index (CNI) from December 1981 to December 1982. 

The Department of Finance estimated in December 1982 that the July 
1,1983 COLA required by existing law is 6.8 percent, and would increase 
costs to the Fund. by $98,780,000. The budget, however, proposes to sus­
pend the statutOry provision requiring COLAonJuly 1, and proposes that 
no COLA be given to AFDC recipients in 1983-:84. The budget companion 
bills would repeal the statutory requirement that a COLA be given in 
1983-84 and subsequent years, and would make cost-of-living adjustments 
subject to determination in the annual budget act. 

Transfer of Cost-of-Living Funds from SSI/SSP to AFDC Recipients 
We reco~mend that $72~67,OOO in General Fund support for cost-of­

living increases budgeted in Item 5180-181-001 (a) for SSIISSP recipients 
instead be transferred to Item 5180-101-001 and used to fund a COLA for 
AFDC recipients~ since the standard of Jiving achieved by these recipients 
is considerably lower than that of SSIISSP recipients. 

While the budget proposes no COLA for AFDC recipients, it requests 
$72,267,000 from the General Fund for a 2.1 percent COLA for recipients 
of assistance under the Supplemental Security Income/State Supplemen­
tary Payment (SSI/SSP) program. These funds are subject to the federal 
government granting a 1983 cost-of-living increase for SSI/SSP recipients. 
Our analysis indicates that, on a need basis, these funds should be used 
instead to provide a COLA for AFDC recipients. As discussed below, the 



I. Categorical Requirements 
A. AFDC-Family Group ............ .. 
B. AFDC-Unemployed Parent.. .. 

C. AFDC-Foster Care ................ .. 

D. Food Stamps .............................. .. 

II. Income and Resource Require­
ments 

Table 4 
Basic Eligibility Requirements 

For the AFDC and Food Stamp Programs 

~ a 
-I o 
; 

Child with one parent absent, deceased, or physically or mentally incapacitated. , ~ 
"Principal Wage Earner" unemployed. Federal eligibility available if principal wage earner is unemployed for 30 days iii 
and has recent work experience. Otherwise, family is eligible for 4 months of Emergency Assistance and State-Only tit 
AFDC." ., :e 
Child placed in foster care. Federal eligibility is for a child removed by the court from an AFDC-eligible home; the ~ 
state supportS court-placed children not linked to AFDC, and, for 6 months, voluntarily placed children. :z: 
Any family or individual qualifies who meets federally determined income and resource requirements. 0 

m .,. 

AFDe Food Stamps 

m 
Z 
~ 

A. Real and Personal Property .... $1,000 limit; home exempt $1,500 limit ($3,000 for household with one member 
over 60) 

Z 
-I 

B. Household Goods/Personal 
Effects ........................................ .. 

C. Motor Vehicle .......................... .. 
D. Gross Income Limit ................ .. 

E. Allowable Income Deductions 

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

1. Standard work expenses ($75 full time; $50 part time) 
2. Child care expenses (up to $160 per child) 
3. If the family has received AFDC within past 4 
months, $30 and Va of remaining income; not applied to 
families not previously on AFDC b 

F. Net Income Limit...................... AFDC maximum aid payment (see Table 5) 

Exempt 
Limit of $4,500 on fair m!!I'ket value 
Limit $507 for an individual; each additional household 
member mcreaseslimit by $167 (family of 3 limit of 
$841) 
1. 18% of earned income 
2. Standard deduction ($85) 
3. ' $115 limit on the sum of excess shelter costs and de­
pendent care expenses 
4. Excess medical expenses (actual amount less $35) for 
households with member over 60 or receiving Title II 
disability payments. 
Limit of $390 for individual; each additional household 
member adds about $129 (family of 3 limit is $647) 

" The'budget proposes to reduce the combined Emergency Assistance and State-Only Program eligibility to a total of three months. 
b Once a family qualifies for aid, during the first four months, it is entitled to the $30 and one-third earned income exemption in calculating the AFDC grant 
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maximum grant paid AFDC recipients is not enough to raise their incomes 
above the poverty level. In contrast, SSIISSP maximum grants are already 
above the poverty level, even without the proposed 2.1 percent COLA. 

AFDC maximum grants have been below the federally designatedpov­
erty level since the welfare reform measures were enacted in 1971. In 
1982-83, AFDC maximum grants are equal to about 77 percent of the 
poverty level. Meanwhile, SSIISSP grants exceed the poverty level by 8 
percent for aged or disabled individuals and by 53 percent for aged or 
disabled couples. The SSIISSP grants have received partial or full cost-of­
living increases in every year since 1974, including a 2.8 percent increase 
for the current year. AFDC grant levels, however, have remained un­
changed since July 1981. Given this disparity in grant amounts relative to 
the poverty level, we recommend that funds which the budget proposes 
to use for cost-of-living increases for SSIISSP recipients be used instead to 
increase AFDC grant levels. Approval of this recomendation would nar­
row the gap between AFDC and SSIISSP grant levels. Approval of the 
budget proposal would cause this already wide gap to widen further. 

The basis for our recommendation is discussed in greater detail under 
Item 5180-181-001. 

To be consistent with this recommendation, we make related recom­
mendations in our analyses of two other budgets. In the Department of 
Developmental Services (Item 4300), we recommend a General Fund 
augmentation of $1.5 million to replace lost SSIISSP reimbursements. In 
Medi-Cal (Item 4260), increased General Fund costs of $7.2 million would 
be offset partially or wholly by savings. Therefore, we recommend that the 
department submit estimates of the net effect of our AFDC and SSIISSP 
COLA recommendations on Medi-Cal costs. 

Maximum Payment Levels. Table 5 shows the maximum payment lev­
els for the unemployed parent and family group caseloads, for selected 
family sizes, assuming (1) no COLA, as proposed by the administration 
and (2) a 6.8 percent increase, as required by current law. As the table 
shows, under current law, the maximum grant for a family of three in 
1983-84 would increase by $34 to $531 per month. If no COLA is provided, 
the maximum aid payment will be the same in 1983-84 as it is 1982-83. 

Table 5 
Maximum AFDC Grant Levels 

1982-83 and 1983-a4 

Family Size 
1 ................................................................................... ... 
2 ..................................................................................... . 
3 ..................................................................................... . 
4 ..................................................................................... . 
5 ..................................................................................... . 

1982-83 
$248 
408 
506 
601 
686 

Budget 
Proposal 

$248 
408 
506 
601 
686 

1983-84 
Current Law 

Amount Change 

$265 $17 
436 28 
540 34 
642 41 
733 47 

Previous Increases to AFDC Grants. The Welfare Reform Act of 1971 
(Ch 578/71) requires that AFDC grants be increased annually, based on 
changes in the CN!. Chart2 shows the increases in the grant since July 
1973, and the value of the today's grant level in "real" 1973 dollars-that 
is, the actual amount, adjusted for inflation as measured by the CN!. The 
chart shows that, in 1982-83, the "real" value of the three-person grant 
($241) fell below the 1973-74 value ($243) for the first time since 1974-75. 
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The budget proposal to maintain grants at the current-year level would 
result in a "real" grant level of $225, 7.4 percent less than the "real" grant 
value in 1973-74. 
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Chart 2 

AFDC Maximum Aid Payment for Family of Three 
Actual and Constant Dollar Value a 

Actual Dollars 

..r:.----~ .r--_r-'L- ...... ----1- 269 270 L___ 265 271 265 260-" 
-242- 248 254 250 -241~225;-

1973-74 Constant Dollars 

73-74 74-75 75--76 76-77 77-78 78--79 79-'80 8Q-81 81-82 82-83 83-84 

Fiscal Year 

Impact of Recent Legislation 
Four recent legislative enactments have combined to make substantial 

changes in the eligibility requirements that apply to the AFDC unem­
ployed parent and family group programs. The net result of the changes 
has been a 41,170 reduction in the number of cases receiving aid (41,455 
cases terminated and 285 added); a reduction in grant amounts for 82,148 
cases and an increase in grant amounts for 28,276 cases. The effects of these 
changes are summarized in Tables 6 and 7, which show the effects on 
caseload and costs, respectively. 

Table 6 
AFDC Caseload Effects from Recent Legislation 

1982-83 

Cases· with 
Changed Grant 

Legislation Increases Decreases 
Ch 69/81 (SB 633) ................................................. 3,432 
PL97-35 (OBRA) a . 

Ch lx/81 (SB Ix) ............................................. ~ 6,715 
Ch 3x/82 (AB 2x) .............................................. 28,276 
Ch 327/82 (SB 1326) ...................................... .. 

Totals ............................................................. 28,276 

a Omnibus Budget Reconciliation Act of 1981. 

43,956 
34,574 

186 
82,148 

Changes in 
Average 

Monthly CaseJoad 
Increases Decreases 

7,356 

28,775 
285 3;509 

1,815 
285 41,455 



Item 5180 HEALTH AND WELFARE / 1079 

In total, these four :pleasures reduced General Fund costs for the AFDC 
prograIIl by $260 million in 1982-83. Budget savings in 1983-84 will be 
somewhat different due to proposed changes in the State-Only AFDC-U 
Program. 

Table 7 

Fiscal Impact 1rom Recent Legislation 
AFDC·FG and U Grants and Administrative Costs 

1982-a 
(in thousands) 

Legislation All Funds Federal 
Ch 69/81 (SB 633) ............................ .. -$104,122 -$61,076 

Eligibility changes ., ...................... .. (-48,414) (-32,587) 
In·Lieu COLA ................................ .. (-55,708) (-28,489) 

PL 97·35 (OBBA) ' ............................. . -$203,946 -$108,511 
Ch 1x/81 (SB Ix) .......................... .. (-161,824) (-82,252) 
Ch 3x/82 (AB 2x) .......................... .. (-42,122) (-26,259) 

Ch 327/82 (SB 1326) ........................ .. -$273,714 -$112,515 
COLA suspension .......................... .. (-259,658) (-132,790) 
Eligibility changes ........................ .. (-14,056) (-128) 
Transfers to Federal·U ................ .. (0) (19,577) 
Emergency Assistance .................. .. (0) (826) 
Other changes ................................ .. __ ...:....(0) (0) 

Totals ............................................ .. -$581,782 -$282,102 

• Omnibus Budget Reconciliation Act of 1981. 

State 
-$34,481 
( -10,202) 
(-24,279) 
-$81,616 
(-67,744) 
(-13,872) 

-$143,530 
( -113,166) 
(-12,092) 
(-16,690) 

(-737) 
(-845) 

-$259,627 

County 
-$8,565 
(-5,625) 
(-2,940) 

-$13,819 
(-11,828) 
(-1,991) 

-$17,669 
( -13,702) 
(-1,836) 
( -21387) 

(-89) 
(845) 

-$40,053 

Chapter ~Statutes of 1981 (SB 633)-$34 million General Fund sav­
ings in 1982-83. This law temporarily suspended cost-of-living adjust­
ments in AFDC, SSI/SSP, and In-Home Supportive Services (IHSS), and 
made several changes in eligibility rules. It provided for a cost-of-living 
adjustment of 9.2 percent in lieu of the 11.1 percent which the previous 
law required. Eligibility changes had the greatest effect on 18 to 20 year 
olds who could no longer receive aid unless they were full-time high school 
students. The courts later interpreted "high school students" to include 
students attending vocational or technical schools. 

Chapter 1~ Statutes of the 1981-82 First Extraordinary Session (SB 1x)­
$68 million General Fund savings in 1982-83. The first in a pair of meas­
ures implementing federal law changes enacted by P.L. 97-35, Chapter 1 
made the following major changes in the AFDC program: 

• Established a maximum gross income limit at 150 percent of the 
maximum aid payment; . 

• Established a limit on the size of and eligibility for earned income 
disregards; 

• Limited AFDC-U eligibility to families where the "principal earner", 
rather than either parent, is unemployed; and 

.• Eliminated supplemental payments. 
Chapter~· Statutes of the 1981-82 First Extraordinary Session (AB 2x)­

$14 million General Fund savings in 1982-83. This statute enacted most 
of the remaining changes required by P .L. 97-35, including the following: 

35-76610 
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• Changed benefits provided to pregnant women. An expectant 
mother with no other children receives aid for a family of one plus a 
$70 special need allowance, beginning when the pregnancy is veri­
fied. Expecting mothers with other children receive the $70 allow­
ance only in the last four months of pregnancy; 

• Required inclusion of stepparent income in the family's total income 
when calculating grants; 

• Required that lump sum payments received by the family be counted 
as income in the month received and in following months; 

• Reduced personal property limit, from $1,600 to $1,000; 
• Exempted the home from consideration as property; 
• Made those unemployed because of a strike ineligible for AFDC-U 

aid. 
• Allowed children to be eligible under the program only until their 

19th birthday, and limited aid to only those 18 year olds attending 
school; . 

• Required that aliens prove permanent resident status before being 
approved for aid; and 

• Increased to 10 percent the portion of the grant that can be withheld 
in order to collect past overpayments caused by client error. (5 per­
cent if the overpayment was due to agency error). 

Chapter 32~ Statutes of 1982 (SB 1326)-$144 million General Fund 
savings in 1982-83. This statute implemented several changes in the 
AFDC program, the savings from which were incorporated in the 1982 
Budget Act. It: 

• Suspended cost-of-living increases for the AFDC program for one 
year (until July 1, 1983); 

• Established 30 days of Emergency Assistance for nonfederally eligible 
unemployed parents; and 

• Placed a three month limit on eligibility for the State-Only Unem­
ployed Parent program following termination of eligibility for Emer­
gency Assistance. 

The limit on State-Only AFDC-U eligibility has led to the reclassification 
of many State-Only AFDC-U families as eligible for the federal AFDC-U 
and AFDC-FG programs, resulting in a savings to the state and the coun­
ties, and added costs to the federal government. The Emergency Assist­
ance program accomplished a similar, though smaller, shift in funding. 

Actual Caseload Changes 
Chart 3 shows the caseloads under the AFDC program since 1978-79. 

Average monthly caseload in the AFDC-FG and AFDC-U programs has 
increased at an annual average rate of 3.7 percent during the past five 
fiscal years. The AFDC-FG and AFDC-U caseloads are expected to in­
crease by 0.7 percent in the budget year. The budget estimates that the 
Foster Care caseload will remain stable at around 28,000 during 1983-84. 

Caseloads Continue to Rise. Despite the major changes in federal and 
state laws whjch have reduced the number of families qualifying for 
AFDC benefits, average monthly caseloads have risen every year since 
1979-80. Two factors have caused these increases. First,unemployment 
has risen since the beginning of 1980, except during a six-month period in 
early 1981. Higher unemployment traditionally has meant higher case­
loads in both the Family Group and Unemployed programs. Second, the 
1979 Westcott v. Califano decision allowed unemployed mothers to qualify 
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Chart 3 

AFDC Caseload History 
Average Monthly Case load 
1978-79 to 1983-84 (in thousands) 
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for AFDC-U, causing as much as a 50 percent increase in the unemployed 
caseload. 

CaseJoad Likely to Exceed Budget Projections. The DSS estimates 
that the total number of AFDC recipients will increase by 0.6 percent 
between 1982--83 and 1983-84. Most of this increase is expected in the 
Family Croup l'rogram, where increases are expected to more than offset 
the projected decrease in unemployed parent cases. Table 8 shows the 
projected AFDC caseload in persons for each of the four major AFDC 
programs. 

Table 8 
AFDC Average Monthly Persons Receiving Assistance 

1982~ and 1983-84 

Program 
AFDC·Family Group ..................................... . 
AFDC·Unemployed ....................................... . 
AFDC-Foster Care ......................................... . 
Aid for Adoption of Children .................... .. 
Refugees· 

Time-eligible .............................................. .. 
Time-expired ............................................... . 

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

Estimated 
1982-83 
1,204,430 

359,360 
28,234 

2,519 

(96,549) 
(32,375) 

1,594,543 

Proposed 
1~ 

1,218,600 
354,020 
28,269 
2,775 

(73,407) 
(68,592) 

1,603,664 

Change 
Number Percent 

14,170 1.2% 
.:...5,340 -1.5 

35 0.1 
256 10.2 

(-23,142) 
(36,217) 

9,121 

(-24.0) 
(lll.9) 

0.6% 

• Grants to refugees who have been in the United States less than 36 months (time-eligible) are supported 
entirely by federal funds. During that period, refugees who qualify are enrolled iii. AFDC or other 
welfare programs, and the state and counties receive reimbursement for nonfederal costs. Time­
expired refugees, those in the United States longer than 36 months, may qualify for and receive AFDC 
grants supported by the usual share of federal (50 percent), state (44.6 percent), and county (5.4 
percent) funds. 
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Our analysis suggests that the department's caseload estimates for 1983-
84 may be low, for the following reasons: 

1. The Employment Development Department (EDD) now projects 
that unemployment will peak somewhat later than the departments esti­
mates assumed. The EDD's most recent projections assume that unem­
ployment will peak in the second quarter of 1983, after the April 1983 date 
that DSS assumed in constructing its caseload estimates. In the past, AFDC 
caseloads have risen with increasing unemployment, with the rate of in­
crease slowing when the peak in unemployment is reached. This suggests 
that the growth in the AFDC caseload will begin to slow later in the year 
than DSS projects, causing higher average caseloads during the year. 

2. The growth rate projected for AFDC-FG caseload growth was based 
on the actual rate of growth between July and December 1981, which may 
be abnormally low when compared to rates that usually occur during 
periods of rising unemployment. During the first four months of this 
base period, unemployment grew relatively little, only increasing in the 
last two months of the period at a .rate typical of the 1980 and 1982 reces­
sions; 

3. AFDC-U caseloads are based on actual case load growth rates 
between May 1981 and July 1982, without adjusting for the effect of P.L. 
97-35. The department estimates that enactment of P.L. 97-35 reduced 
AFDC-Ucaseloads by 3,068 cases. By disregarding this reduction, the 
department may have underestimated AFDC-U caseload growth rates. 

STATE-ONLY AFDC UNEMPLOYED PARENT PROGRAM 
Most families whose principal wage earner is unemployed and meet 

income and resource requirements qualify for assistance under the federal 
AFDC Unemployed Parent program. Some needy families, however, are 
excluded by federal eligibility criteria. For example, to be federally eligi­
ble, the unemployed parent must be out of work for at least 30 days, and 
have an established connection with the workforce. This connection is 
established by (1) earning at least $50 in each of 6 quarters over 13 quar­
ters prior to seeking aid, (2) having participated in at least 5 days of job 
training during the quarter, or (3) receiving unemployment benefits in 
the past year. 

In the past, families who did not qualify for federal AFDC-U, either 
because they lack a sufficient connection to the workforce (91 percent of 
State-Only AFDC-U cases) or because they were not unemployed for 
more than 30 days (4 percent), were entitled to benefits financed entirely 
by state and county funds, without federal participation. (The remaining 
5 percent were pregnant women with no other children.) Chart 4 shows 
AFDC-U nonfederal caseloads for the past nine years. Nonfederally-eligi­
ble cases averaged 17 percent of the total AFDC-U caseload during this 
period. Under the provisions of Ch 327/82 (SB 1326), these families now 
receive aid from two programs established by the measure'-the State­
Only AFDC-U program and the Emergency Assistance program. 

".; (,:::..,. 
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Chart 4 

Average Monthly Caseloads for State Only AFDC-U 
and Emergency Assistance Programs 
1973-74 to 1983-84 (estimated) 
(in thousands of persons) 

State Only 
Program 

thf\}\{\f\f\:t{A 
Emergency 
Assistance 

73-74 74-75 75-76 76-77 77-78 76-79 79-80 80-81 81-82 82-83 83-84 
(est.) (est.) 

Emergency Assistance and State-Only AFDC-U Programs. The Emer­
gency Assistance program, first authorized by Ch 1193/80 (AB 2980), and 
approved by the U.S. Department of Health and Human Services in June 
1982, began granting aid in July 1982 to unemployed families who do not 
meet federal eligibility requirements. Most counties, however, did not 
implement the, program until October 1982. The program provides fed­
eral funds for 50 percent of the costs of supporting families during the first 
30 days of the parent's unemployment. Eligibility is limited to one 30-day 
period per year. After 30 days, some families will qualify for the federal 
AFDC-U program. Those with sufficient work experience who do not 
meet federal requirements can enroll in the State-Only AFDC-U program 
and receive aid for an additional three months each year. 

The intent of Chapter 327 was to provide a total of three months in aid 
(one month of Emergency Assistance and two months of State-Only 
AFDC-U) to unemployed parents. As enacted, however, Chapter 327 
made these persons eligible for a total of four months of aid. As a result, 
the State-Only AFDC-U program now provides three months of aid after 
the first 30 days of emergency· assistance. The 1983 Budget Bill assumes 
enactment of legislation which will provide aid for a total of three months 
(one month under Emergency Assistance and two months under the 
State-Only AFDC-U program). 

Savings Lower Than Anticipated. Table 9 shows the amount of savings 
reflected in the 1982-83 budget as a result of the changes made to the 
State-Only AFDC-Uprogram. As the table indicates, the savings originally 
expected have not materialized. This has happened for several reasons. 
First, the budget assumed a three-month program, instead of a four-month 
program as provided by Chapter 327. Second, the budget anticipated 
savings of $10 million in the Emergency Assistance program. Current 
estimates of savings are much lower because the number of families actu-
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ally enrolling in the program each month has been much lower. Third, the 
budget now estimates that a large number of recipients who in the past 
would have been found to be ineligible for federal benefits· will now be 
found to be eligible for these benefits. This reduces the anticipated savings 
from $.89 to $.45 per State-Only AFDC-U dollar because persons assumed 
to be off aid at the end of the three month period are instead being aided 
under the federal program, with state support. While this still reduces 
General Fund costs, it does not reduce them by as much as it would have 
if these families received no aid at all. 

Table 9 
Comparison of Budgeted and Estimated General Fund 

Savings from Three-Month State-Only Limit and 
The Emergency Assistance Program 

Grant and Administrative Savings 
1982-83 

(in thousands) 

Emergency Assistance ..................................................................... . 
Three-Month State-Only Limit ..................................................... . 
Federalization of State-Only AFDC-U Families a .................... .. 

Transfers to AFDC-FG b ................................................................ .. 

Total Savings .............................................................................. .. 

Budget Act 
$10,000 
59,200 

$69,200 

November 
Estimate 

$737 
11,362 
16,690 

703 

$29,492 

Difference 
-$9,263 
-47,838 
+16,690 

+703 
-$39,708 

a Federalization due to (1) new information about connection with labor force and (2) expiration of 30 
. day ub.employment requirement. 

b Transfers to FG due to (1) one parent leaving home, (2) pregnant women with no other children in 
the last 4 months of pregnancy, and (3) reclassification of family members in combined federal and 
nonfederal case. 

Table 10 
Result of Implementation of Three-Month 

Limit for the. State-Only AFDC-U Program· 
Selected Counties 

October 1!J82 
Average Outcome for Cases OfT Aid 
Monthly CaseJoad Due to Three-Month limit 
Caseload October FederalizedTo General 

County fan.-/une 1!J82 1!J82 Total FC&U ReUel Terminat!ld 
Alameda ........................ 338 17. 376 254 1 121 
Contra Costa ................ 220 54 151 60 12 79 
Los Angeles .................. 2,101 864 2,220 1,305 286 
Sacramento ....... : .......... 753 44 699 623 12 64 
San Bernardino ............ 706 79 689 359 330 
San Joaquin .................. 713 184 679 546 11 109 
Shasta ............................ 119 35 92 69 2 15 
Stanislaus ...................... 285 65 211 125 4 82 
Tulare ............................ 173 31 134 70 4 60 
Ventura ........................ 117 31 89 42 1 45 ---

Totals ...................... 5,525 1,404 5,340 3,453 47 1,191 
(100%) (25%) (100%) (65%) (1%) (22%) 

a SOURCE: County Welfare Directors Association. 

Other 
Outcome 

629 

13 
6 

1 --
649 
(12%) 
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Actual County Experiences 
Table 10 shows the results of a survey of the counties conducted by the 

County Welfare Directors' Association to determine the effects of the SB 
1326 changes in the State-Only AFDC-U program. In counties surveyed 
from which results are complete and which account for about 40 percent 
of statewide nonfederal cases, the number of nonfederal cases in October 
was 75 percent lower than the average number of cases reported during 
the period January to June 1982. The table also shows what happened to 
the cases no longer classed as nonfederall}' eligible. About 65 percent of 
these cases were transferred to the federally supported Family Group or 
Unemployed Parent programs. Twenty-two percent of the cases were 
terminated, 1 percent were enrolled in General Assistance, and 12 percent 
were enrolled in employment and training programs or had other out­
comes. 

Federalization of State-Only AFDC-U Families. Several reasons ex­
plain the federalization of what previously were considered to be nonfed­
erally eligible cases. Most importantly, a substantial portion of the refugee 
families enrolled in the State-Only program were reinterviewed and 
found to qualify for federal aid. Faced with the prospect of having to 
provide general relief payments to these families after their eligibility for 
state aid lapsed, counties chose to reevaluate their employment histories 
to determine whether federal eligibility could, after all, be established. In 
the process, counties uncovered evidence of a workforce connection. In 
part, this resulted from a clarification of federal regulations concerning 
the definition of in-kind income that allowed refugees to establish eligibili­
ty for the federal AFDC-U and FG program, based on earnings from 
nonwage work. Most counties also deemed participation in English classes 
to qualify as job training experience. . 

Many nonrefugee families in the State-Only AFDC-Uprogramalso 
were transferred to federally eligible programs on the same basis. Again 
faced with the prospect of having to provide general relief payments to 
these families, the counties were able to establish the workforce connec­
tion needed to qualify these families for the federal program. In addition, 
a small number of these families were federalized based on changes in the 
family's status since first enrolling in the state-only program. Such 
changes reflected passage of the 30-day waiting period, or sufficient part­
time work to meet the $50-in-13-quarters eligibility criterion. In some 
instances, counties report that cases were reclassified as family group cases 
because qne parent left home. 

General Assistance Impact. Based on data collected in November 1982, 
in no county have general assistance rolls been significantly affected by 
the three-month limit on the State-Only AFDC-U program. As of Novem­
ber, 1982, a total of 90 families formerly on State-Only rolls in 47 counties 
have applied and received general assistance from the counties .. This num­
ber may increase in the future as additional applications are processed or 
as the number of unemployed families needing aid increases. To date, 
however, the three-month limit on State-Only AFDC-U apparently has 
not caused large increases in county-supported welfare caseloads. 

It should be noted that Los Angeles County transferred over 600 State­
Only AFDC-U recipients to job training activities under the CETA Pro­
gram. Had this program not been available, more recipients might have 
applied for and been granted general assistance. 



1086 / HEALTH AND WELFARE Item 5180 

AID TO FAMILIES WITH DEPENDENT CHILDREN-Continued 

The Size of the County Share Affects the Way Counties Administer 
State-Funded Programs. As noted above, a large proportion of the cases 
previously found to be ineligible for federal AFDC benefits and assigned 
to the State-Only AFDC-U program were later found by the counties to 
be federally eligible. Many of these cases were time-eligible refugee fami­
lies whose assistance payments are fully supported by federal funds. Other 
cases, however, were either time-expired refugees or nonrefugee families 
who previously were incorrectly classified by the counties as nonfederally 
eligible cases. 

The counties' failure to correctly classify these cases resulted in consid­
erable costs to the state that could have been-and should have been­
avoided. Because the state pays 89.2 percent of the cost of nonfederally 
eligible cases, but only 44.6 percent of the costs of federally eligible cases, 
misclassification caused state payments in these instances to be twice as 
high as they should have been. Misclassification also doubled the counties' 
costs, but the additional costs per case were much smaller-only about 12 
percent of the added costs to the state. The extra cost to the counties was 
$0.054 per grant dollar. Apparently, however, this extra nickel did not 
provide sufficient motivation for the counties to seek out the lowest cost 
classification for these cases. Counties were not motivated to reevaluate 
these cases and reclassify them into the federal AFDC-U program until 
they faced the prospect of these families being without assistance or en­
rolling in the 100 percent county-funded general assistance program. The 
difference between a county paying an extra five cents on the dollar and 
paying an extra 95 cents on the dollar has made a substantial difference 
in the behavior of the· counties. . 

Information on the Assistance Population 
We recommend that DSS submit a plan to the Legislature for collecting 

data concerning those portions of the population that receive aid not 
required by federal law. 

The consequences of limiting eligibility for the State-Only AFDC-U 
program, described above, reflect a more basic problem facing the Legis­
laturein attempting to set policy under the AFDC program: inadequate 
information about those drawing benefits under the program. Until re­
cently, little was known about the characteristics of those persons who 
receive State-Only AFDC-U benefits. Although DSS conducted a survey 
of the State-Only AFDC-U population in June, 1982, the results were not 
reported in time to assist the Legislature in accurately gauging the effects 
of program changes considered in the 1982 budget process. 

In the future, benefit changes may be considered for other segments of 
the welfare population. In the event that legislative proposals are made 
to either increase or reduce benefits or eligibility for sub-groups of this 
population, the Legislature will need accurate information about these 
groups in order to evaluate the merits of the proposals. We recommend 
that the DSS develop and present to the Legislature a plan for conducting 
characteristic surveys of these special recipient groups to provide the 
Legislature with accurate program information. . 
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BENEFITS AVAILABLE TO AFDC RECIPIENTS 
In addition to the monthly cash grant, AFDC recipients may qualify for 

and receive a variety of other benefits. Some of these additional benefits, 
such as Medi-Cal and child care services, are available to AFDC recipients 
because they are categorical public assistance recipients. Other benefits, 
such as public housing and social security benefits, are available to AFDC 
recipients to the extent that they meet specific eligibility criteria and, in 
the case of public housing, are accepted into the program. 

This section discusses the major benefits available to AFDC recipients, 
in addition to their monthly cash grants. The discussion focuses on the 
benefits as they were in 1981-82, the latest year for which data is available 
on actual utilization. For the most part, data presented here was collected 
as part of the April 1982 AFDC characteristics survey conducted by DSS. 
It reflects changes made by the Omnibus Budget Reconciliation Act of 
1981 (P .L. 97-35). Generally, statistics collected on other benefits received 
by AFDC participants are collected on the basis of cases, not the number 
of individual recipients. To estimate benefits per individual, as opposed to 
benefits per case, requires that the value of benefits per case be divided 
by 3.0, the average number of individuals in each AFDC family. 

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

1. Utilize a variety of social services, including family planning, pro­
vided by local agencies; 

2. Participate in the Work Incentive (WIN) program, which provided 
employment services for 35,415 recipients in 1981-82, or about 2.3 
percent of the monthly AFDG caseload, and social services intended 
to improve employability to another 188,510 recipients; and 

3. Participate in the Women, Infants, and Children Nutrition program 
if the parent is pregnant or if the family has children under five years 
of age. 

In addition, approximately 31,081 AFDC families shared their household 
with an SSI!SSP grant recipient during 1981-82. 

Medi-Cal. The Medi-Cal program, administered under Title XIX of 
the federal Social Security Act, provides funds to health care providers for 
the cost of care delivered to public assistance recipients, and other medi­
cally-needy individuals whose medical costs exceed their ability to pay. All 
AFDC reCipients are eligible for Medi-Cal health care. During 1981-82, 
575,500 persons, or 38 percent of all AFDC recipients, utilized Medi-Cal 
reimbursed fee-for-services care. An undetermined number of additional 
AFDC recipients utilized other Medi-Cal services provided through pre­
paid health plans, dental plans, and other categories of service paid for on 
a per-capita basis. The average monthly cost of fee-for-service Medi-Cal 
services utilized by AFDC recipients during 1981-82 was $133.29. 

Unemployment Insurance. UnemFloyment Insurance (UI), support­
ed by employer contributions, provides weekly cash payments to unem­
ployed persons who are actively seeking work. Approximately 57,501 
AFDC reCipients also received UI benefits in 1981-82. 

The amount of weekly UI benefits depends upon the amount of earn­
ings received during a base period of employment. The average UI benefit 
received by AFDC cases in 1981-82 was $275.02 per month. Assuming the 
average case size of three, the average value per family member was 
$91.67. 

Food Stamps. The purpose of the food stamp program is to ensure 
low-income households are able to obtain an adequate level of nutrition 
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by providing food stamps at no cost to eligible households. For most 
households eligibility for food stamps is based on gross income and re­
sources available. For households with a member age 60 or over or receiv­
ing Title II disability payments, eligibility is based on net income and 
resources available to the household after allowable deductions. The 
amount of food stamps awarded is based on net monthly income and 
household size. Because their income is low, most AFDC households quali­
fy for food stamps. In 1981--82, 1,143,687 persons receiving AFDC grants 
also participated in the food stamp program. According to D~S, the aver­
age cash value of food stamps used was $26.44 per individual AFDC recipi­
ent. 

AFDC Special Needs. This program provided average allowances of 
$10.57 to 8,288 AFDC families, during 1981-82 for special needs such as 
prenatal nutrition. The average benefit value was $3.52 per individual. 

Social Security. The retirement, survivors, disability, and health insur­
ance (RSDHI) program provides benefits to retired and disabled workers 
and their dependents and to survivors ofinsuredworkers. It also provides 
health insurance benefits for persons age 65 and over and for the disabled 
under age 65. According to statistics compiled by the Department of Social 
Services, 40,407 AFDC recipients also received RSDHI payments averag­
ing $60.60 per month during 1981-82. RSDHI payments are counted as 
income for AFDC grant purposes. As a result, individual AFDC grants are 
reduced by the amount of the RSDHI payment, less specified deductions. 

Child Care Dun.ng Working Hours. Several d. ifferent child care pro­
grams may be available to AFDG recipients, depending on where they 
live. The Office of Child Development (OCD) in the State Department 
of Education provides subsidies on behalf of children from AFDC families 
to a network of child care centers throughout the state. In 1981-82, an 
estimated 42,719 AFDC children received subsidized child care in OCD­
supported centers, at an average cost of $128.50 per child per month. 

Another child care resource available to AFDC families in 1981-82 was 
the "income disregard" mechanism. Under this arrangement, individual 
AFDC families select and pay for child care, and are then allowed to 
deduct the cost of the care from net countable income for purposes of 
AFDC grant calculation. 

In 1981-82, approximately 11,235 families received child care through 
this indirect subsidy. These families reduced their countable income an 
average of $103 per month as a result. The federal Omnibus Reconciliation 
Act of 1981 limited these child care deductions to a maximum of $160 per 
child. 

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

Housing Programs. Several housing assistance programs are available 
to low- and moderate-income households. These households may receive 
(1) subsidized shelter as tenants in public housing or (2) rental assistance 
to help them afford to live in new or rehabilitated units owned by public 
or private agencies. The availability of housing assistance, and the income 
thresholds for eligibility, vary among the counties. It is estimated that in 
1981-82, approximately 25,077 AFDC recipients resided in public housing, 
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and an additional 143,970 received rental assistance. 
Low-Income Energy Assistance Program. During 1981-82, $76 million 

was made available in California to provide cash assistance to low-income 
households to help them pay the cost of the energy they used. Categorical 
public assistance recipients, such as AFDC households, are automatically 
eligible for this assistance, which is not considered in calculating the 
amount of a household's cash grant. During 1981-82, approximately 621,-
636 AFDC recipients received a cash grant under this program. The aver­
age annual benefit provided under the Home Energy Assistance Program 
in 1981-82 was $98.92 per household, or $32.97 per individual. These fed­
eral funds also provided an undetermined number of AFDC recipients 
with (1) up to $300 in emergency help in paying energy bills and (2) 
grants of up to $1,000 to weatherproof their homes. 

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

Calculation of A verage Benefits. Table 11 shows the average value of 
benefits and other income received by individual in 1981-82, based on the 
average of three \members per AFDC household. The averages are cal­
culated in two ways. The "Average Cash Value of Benefits Received" 
shows the average benefit value per individual in those AFDC households 
that received the particular benefit. For example, among those AFDC 
households that received food stamps, the average value of the coupons 
per individual was $26.44. The "Value of Benefits Averaged Over All 
AFDC Recipients" gives the average benefit value for all individuals in 
the AFDC program, including both those who received the particular 
benefit and those who did not. As a result, this measure of benefits per 
~FI?C ~n.dividualis less than the average 1;>enefit ~eceived per participat­
mg mdlvldual. The average value of benefits provIded to a famIly of three 
was calculated by multiplying the individual average benefit value by 
three. 

Difficulties in Calculating Benefits Received by AFDC Families. The 
average benefit value provides the best available picture of the total bene­
fits received by AFDC families. Like all averages, of course, it masks what 
can be large differences among recipient families. Some families may do 
much better than the average; others receive less than the average. The 
average, however, provides a meariingful measure of benefits provided to 
the hypothetical "average" AFDC household. 

Several points must be kept in mind when reviewing the information 
on average benefit values provided in Table 11. 

• Not all recipients receive each of these benefits. Some programs are 
geographically limited; others have long waiting lists; still others have 
distinct eligibility criteria that some AFDC recipients do not meet. 

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

• The average number of persons receiving a benefit understates the 
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number of persons who use the program over the year. Because some 
recipients enroll for only a few months at a time, the program pro­
vides aid to more· individuals in the state than the monthly average 
figure would imply . 

• Finally, not all AFDC cases contain three members. Under some 
benefits programs, (Unemployment Insurance, Social Security, LI­
HEAP), larger families get the same benefit as smaller families. 

Table 11 
Monthly Benefits Available to AFDC Recipients a 

1981-82 

Average Value of 
Cash Value Benefit 

Recipients Percent of Averaged Over 
Using ofAFDC Benefits ADAFDC 

Benefit Benefits Recipientsb Received Recipients 
AFDC Cash Grant .................................. 1,532,818 100.0% 147.20 $147.20 
Medi.Cal C ................................................ 575,500 37.6 133.29 50.04 
Unemployment Insurance .................... 57,501 3.8 91.67 3.44 
Food Stamps ............................................ 1,143,687 74.6 26.44 19.73 
AFDC Special Needs ............................ 24,864 1.6 3.52 0.06 
Social Security ........................................ 40,407 2.6 60.60 1.60 
Child Care d ............................................ 42,719 2.8 128.50 3.58 
Child Nutrition e .................................... 539,401 35.2 19.69 6.93 
Public Housing f ...................................... 25,077 1.6 41.34 0.68 
Rental Subsidies f.g .................................. 143,970 9.4 81.97 7.70 
Other Income h ...................................... 208,116 13.4 93.87 12.75 

Average Total Monthly Benefits ........ $253.71 
Average Total Annual Benefits .......... $3,044.52 
LIHEAP' .................................................. 621,636 40.6% $32.97 $13.37 
Average Total Annual Benefits with 

LIHEAP ............................................ $3,057.89 

Overall 
Average 

Times 
Three 

(Family of 
Three) 
$441.60 
150.12 

10.32 
59.19 
0.18 
4.80 

10.74 
20.79 
2.04 

23.10 
38.25 

$761.13 
$9,133.56 

$40.11 

$9,173.67 

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

b Percentage figures do not total 100 percent because some recipients utilized more than one benefit. 
C Fee-foNervice users only. Other Medi-Cal service. categories, such as prepaid health plan, are paid for 

on a per capita basis. Data on the utilization of these fee-for-service categories by public assistance 
recipients is not available at this time. 

d Includes only subsidized child care provided through the Office of Child Development in the State 
Department of Education. 

e Based on $1.35 average meal value, one meal per 175 school days per year. 
f Housing assistance caseloads are based on a two-bedroom household with three members with monthly 

income of $473. Housing authorities and state and federal departments do not maintain specific data 
on the number of public assistance recipients who reside in subsidized housing. 

g Includes assistance under Sec.tions 8 and 23 of the federal Housing and Urban Development Act and the 
Farmer's Home Administration's Rental Assistance program. 

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

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

The Importance of the AFDC Grant. Table 11 demonstrates the im­
portance of the basic AFDC grant in maintaining the income of recipients. 
The majority of AFDC recipients rely solely on the grant plus food stamp 
coupons for their support. Although there is a wide variety of bther benefit 
programs available, only a relatively small number of AFDC recipients are 
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served by these programs. 

Changes in Treatment of Earned Income 
P.L. 97-35-the federal Omnibus Budget Reconciliation Act of 1981-as 

implemep.ted by Chapters Ix and 3x, First Extraordinary Session of 1981-
82, changed significantly the method used to calculate grant payments 
under the AFDC program. These changes increase the amount by which 
a recipient's grant is decreased for families with earned income. Table 12 
illustrates the effects of these federal changes. 

Table 12 
Monthly Disposable Income for a 

Working and Nonworking Family of Three 
Before and After Changes Enacted 

in the Omnibus Budget Reconciliation Act of 1981 

After Changes 
Before Changes After Four 

Nonworking Working Nonworking Working Months 
Income: 

Earnings ..................................................... . 
AFDC Grant a............................................ $506 
Food Stamp Value •.................................. 60 
Renter's Credit .......................................... 11 

Gross Income ........................................ $577 
Expenses: 

Child Care b .............................................. .. 

Work Related Exenses C ........................ .. 

Taxes d 
........................................................ .. 

Total Expenses ..................................... . 

Disposable Income........................................ $577 

$600 
410 

11 
$1,021 

$200 
70 
14 

$284 

$737 

$506 
93 
11 

$610 

$610 

•. SOURCE: Department of Social Services. 
b. Child care costs were assumed not to exceed one· third of gross income. 

$600 $600 
319 195 

55 
11 11 

- -
$930 $861 

$200 $200 
70 70 
14 14 

- -
$284 $284 

$646 $577 

c. Includes transportation costs and other miscellaneous expenses. 
d. Federal income tax (including Earned Income Credit), state income tax, Social Security tax, and state 

disability insurance tax. 

The table shows the disposable income for a family of three with earned 
income of$O and $600per month. "Disposable income" includes the sum 
of all income (earned income, welfare payment, food stamp value, and tax 
credits) less expenses directly related to earning the income (child care, 
transportation, other work-related expenses, and taxes). (Table 12 as­
sumes that the family has no income from sources such as in-kind income, 
contributions from the absent parent, or other benefit programs.) 

Before the federal changes in the treatment of earned income, the 
nonworking family used in this example would have received an AFDC 
grant of $506, food stamps amounting to $60, and the renter's credit of $11, 
for a total gross income of $577, as shown in Table 12. Work-related ex­
penses and taxes for this family would have been zero, resulting in a 
"disposable income" of $577. If the parent in this family took ajob paying 
$600 a month (shown in the second column of Table 12) the parent's 
earning would have resulted in a lower AFDC grant ($410) and the loss 
of eligibility for food stamps. Expenses would have included $200 for child 
care (assumed not to exceed one-third of gross income), $70 in direct 
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work-related expenses, and $14 per month in taxes (federal and state 
income taxes, social security, and state disability). The resulting disposable 
income would have been $737 per month. 

After the federal changes, the disposable income for the nonworking 
fam,ily increased because the value of the food stamps increased to $93 (as 
a result of the 1982 inflation adjustments), giving the family a disposable 
income of $610. The working family's AFDC grant now starts at $319 for 
the first four months on aid. This is less than the grant before the federal 
changes took effect because the one-third earned income disregard is now 
calculated after other deductions are subtracted. Here again, the working 
family has too much income to qualify for food stamps, leaving it with 
disposable income of $646. Mter four months of aid, the family is no longer 
eligible for the $30 and one-third deduction, causing the AFDC grant to 
drop by another $124, to $195. As a result, the family now qualifies for food 
stamps and receives $55 in coupons. Its disposable income drops to $577. 
(The family will again qualify for an additional four months of the $30 and 
one-third deduction after twelve more months of aid.) 

We have made similar calculations to show how taking jobs paying $200, 
$400, $800, $1,000, arid $1,200 monthly affects a family of three's disposable 
income. The results of these calculations are shown in Charts 5 and 6, 
Chart· 5 compares disposable income before the federal changes with 
disposable income under current law during the first four months of aid. 
Chart 6 compares disposable income under existing law both before and 
after the fourth month of aid. 

$1000 

Dooo 
I 
S 800 
P 
0700 
S 
A 600 

B 500 
L 
E 400 

I 300 

N 200 
C 
0 100 

ChartS 
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Before After Changes 
Changes First 4 Mos. 
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Monthly Earned Income 
a Disposable income IS earned income, AFDC grant. and Food Stamp value less taxes and work expenses. AFDC cash 

grant and Food Stamp values calculated by Depar~ment of Social Services. 
b Ineligible for AFDC because earnings exceed 150 percent of Maximum Aid Payment. 
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ChartS 

Monthly Disposable Income a
: Family of Three Under 

Current Law; First Four Months and After Four 
Months of Aid 
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Monthly Earned Income 
a DI::>posablt~ Income IS l!arnt!d Income, J\F-OC gran!. and Food Stamp value less taxes and work expenses. AFDC cash 

H¥ nlll and 1- ood Stalllp values calculated by Department of Social Services 

Comparing AFDC eligibility rules before the implementation of recent 
federal law changes to the rules that apply under current law disclose the 
following: . 

• During the first four months of aid (Chart 5): 
-A family of three with earned income of $800 or more is no longer 

eligible for AFDC. 
-A family of three capable of earning between $800 and $1,000 a 

month would be better off not working and applying for AFDC and 
food stamps. This is because the family's disposable income would 
range from $482 to $522 if the head of the family worked, compared 
to $610 if family head did not work. 

-A nonworking family of three could increase its disposable income 
slightly by getting ajob paying $600 or less per month . 

• After the first four months of aid (Chart 6): 
-'-The benefits·' from employment disappear for all AFDC families 

over the next twelve months (until they again qualify for the $30 
and one-third deduction.) 

-After the first four months of aid, these families have a larger dispos­
able income if they do not work: $610 per month, compared with 
$577, assuming the job pays $600. . 

DSS's Report on the Effects of the Recent Federal Law Changes. 
Chapter 3x directed DSS to report to the Legislature on the effects of P.L. 
97-35. The department's report, which was submitted on December 29, 
1982 discusses the effects of P.L. 97-35 during its first four months of 
operation. The report states that, through June 1982,31,320 AFDC-FC and 
3,068 AFDC-U cases had been discontinued, due to the federal changes. 
The report, however, does not identify how many terminations can be 
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attributed to individual changes in the program. . 
The report. compared selected characteristics of the AFDC caseload 

before October 1981 and after implementation of P.L. 97-35. It found that 
a smaller share of the AFDC-FG population had earned income after the 
federal law changes than before. Specifically, the report points out that 
before implementation of P.L. 97-35, 15 percent of the AFDC-FG popula­
tion had earned income, but only 9.3 percent had earned income after­
wards. In addition, the average amount of the earned income had dropped 
from $536 prior to the law changes to $313 after. The share of AFDC-U 
families with earned income fell from 11 percent in October 1981 to 10 
percent in April 1982. The average earned income for those AFDC-U 
families with earned income fell from $469 in October to $418 in April 
1982. 

These results reflect the initial effects of the recent changes in federal 
law resulting from changes in the composition of the AFDC population 
due to the new eligibility criteria. It remains to be seen how individual 
families will adapt to the new eligibility rules. The department has initiat­
ed a longitudinal study of AFDC families to provide data on the response 
of individual families to the law changes over time. The study calls for 
collecting data on recipients surveyed in the past at three additional points 
in time, with the last point being April 1983. 
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AFDC FOSTER CARE PROGRAM 
The AFDC-Foster Care (AFDC-FC) program provides cash grants to 

eligible children residing in fo~ter family homes and institutions. Prior to 
1978-79, the counties paid the major share of the nonfederal costs of this 
program-approximately 77 percent. During 1978-79, the state, through 
the enactment of Ch 297/78 (SB 154) assumed 95 percent of the nonfeder­
al costs. This change in the AFDC-FC sharing ratio was extended through 
December 31, 1983, by Ch 282/79 (AB 8). Under the provisions of AB 8, 
the foster care sharing ratios will revert to their pre-1978-79 levels on 
January 1, 1984. 

Chart 7 displays the expenditures for the foster care program by funding 
source for fiscal years 1977-78 through 1982-83. In addition, Chart 7 shows 
expenditures for the Foster Care program for 1983-84 and 1984-85 under 
three different assumptions regarding the sharing ratios under this pro­
gram. Specifically, Chart 7 shows Foster Care expenditures for 1983-84 
assuming: 

• The funding relationships proposed in the budget. The budget as­
sumes that the AB 8 sharing ratio for the Foster Care program will 
sunset on December 31, 1983, as c~ed for by current law, and pro­
poses General Fund expenditures of $89,988,000 under the program. 
This represents a reduction of $66,157,000, or 42 percent, from the 
level of General Fund expenditures in 1982-83. This reduction is due 
primarily to the change in the sharing ratio. 

• The funding relationships which would exist in 1983-84 if the AB 8 
sharing ratio were continued throughout 1983-84. Such an extension 
of the AB 8 sharing ratio would result in General Fund expenditures 
of $156,475,000, or 73 percent of total foster <;are costs. This is $66,487,-
000 more than the amount proposed in the budget. 

• The funding relationships which will exist under current law in 1984-
85. This ref).ects the full~year effect of sunsetting the· AB 8 sharing 
ratio on December 31, 1983, and approximates the funding relation­
ships which will exist under current law in 1984-85. The amounts 
shown assume no caseload changes for 1984-85. The full year effect of 
sunsetting the AB 8 sharing ratio would be to decrease the General 
Fund share of Foster Care program costs by $133,075,000, or 85 per­
cent, compared with General Fund expenditures for the program in 
1982--83. 

Fiscal Relief 
The foster care sharing ratio established by AB 8 (and SB 154) provided 

counties with approximately $600 million in fiscal relief over a five and 
one-half year period. The scheduled sunset of the AB 8 sharing ratio raises 
the basic policy questions of whether the state should continue to provide 
this fiscal relief to counties, and if so, whether it should provide such relief 
in this, or sbme other, form. 

We recommend that the Legislature address the question of the appro­
priate state/county sharing ratio for the Foster Care program separately 
from the question of how much fiscal relief should be provided to the 
counties. The sharing ratio should be determined on a programmatic basis, 
and once determined, the effects can be compensated for in the amount 
of fiscal relief provided to the counties under other programs (such as the 
property tax traIl§feror VehicleI::;icense Fees subverttidils). 
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Factors the Legislature Should Consider in Determining Foster Care Sharing 
Ratios 

As a general rule, we believe that the appropriate sharing ratio for any 
program is the one which gives the greatest share of program costs to that 
level of government which has the greatest control over the level of these 
costs. This is because to the extent a unit of government has a substantial 
share in the costs of the program it will work more diligently to control 
expenditures. Without a substantial share in program costs there is little 
if any incentive to achieve cost savings. 

Our analysis indicates that three factors determine the costs of the foster 
care program-the rates paid to foster care providers, the number of 
children in foster care (caseloads), and decisions affecting the kinds of 
placements in foster care. Currently, these three factors are influenced by 
decisions made at both the state and local levels. 

Foster Care Rates. Historically, each county determined the rate it 
paid to foster parents. With the enactment of Chapter 977, Statutes of 1982 
(AB 2695), the state assumed complete control over foster care rates. 
Chapter 977 established a statewide basic rate for children residing in 
Foster Family homes. In addition, it transferred the authority for setting 
foster care rates for group homes from the counties to the Department of 
Social Services (DSS). 

Caseload. In general, the number of foster care cases is determined by 
(1) general demographic trends, such as increased child abuse and ne­
glect, (2) the effectiveness of services provided to children and their 
families by county welfare departments, (3) decisions by juvenile courts 
in individual dependency proceedings, and (4) changes in eligibility crite­
ria. 

Neither state nor county government exerts much control over the 
general demographic trends which affect the foster care caseload. As 
regards eligibility criteria, the Legislature has enacted various changes 
which have affected the number of children in foster care. For example, 
Ch1166/80 (AB 2749) limited the availability of state General Fund sup­
port for children placed m foster care voluntarily (that is, not pursuant to 
a court order) to six months. This resulted in significant reductions in 
foster care caseloads during 1981--82 and 1982--83. 

As regards services provided to children in Foster Care, the Legislature 
recently created several new service programs which may give the coun­
ties an increased ability to control foster care. caseloads. Specifically, Chap­
ter 978, Statutes of 1982 (SB 14), created the emergency response, family 
reunification, family maintenance, and permanent placement service pro­
grams. These new service programs are intended, in part, to: 

• Reduce the number of new placements in foster care by providing 
services to safely keep abused and neglected children in their homes 
(emergency response and family maintenance); 

• Increase the number of discontinued cases by providing services to 
reunite children in foster care with their parents (family reunifica­
tion); and 

• Increase the number of discontinued cases by providing for the early 
development of a permanent plan for children who cannot be safely 
reunited with their families, with first consideration being given to 
adoption (permanent planning). 
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The extent to which these programs will reduce foster carecaseloads is 
unknown. Because services will be provided by county social workers, the 
success or failure of the program will be determined, to a large extent,. by 
county welfare departments. It is qllite possible, however, that even the 
best managed service programs will fail to reduce foster care caseloads 
due to factors beyond the control of the counties, such as demographic 
changes and court decisions. 

Placement Decisions. The type of home in which a child is placed can 
significantly affect the costs of the Foster Care program. For example, the 
average monthly cost of a child in a foster family home during 1982-83 is 
$376, whereas the cost of a child in a group home is $1,485. If a child is 
placed in a group home, the choice of the particular home can dramatical­
ly affect the costs of placement because grouP home rates vary widely. In 
addition, other placement decisions, including whether to place the child 
outside a county or to provide specialized care, carry with them significant 
cost implications. . 

These kinds of decisions are made by county social workers and, to a 
lesser extent, by county probation officers. As a result, this determinant of 
costs is susceptible to the control of the counties. Because these decisions 
are often based on the social worker or probation officer's professional 
assessment of the placement needs ofa particular child, however, the 
county's ability to use its authority to make placement decisions to control 
foster care costs may be limited. . 

Relative Importance oE Rates, Caseload, and Placement Decision in 
Determining the Costs oEthe Foster Care Program. In 1977-78, the total 
cost of the foster care program was $131.2 million. At that time, there were 
26,687 children in foster care, at an average yearly cost of $4,916. For 
1983-84, the budget proposes total foster care spending of $214.4 million, 
based on a projected caseload of 28,269 children at an average annual cost 
of $7,584 per child. The $214.4 million proposed in the budget represents 
an increase of $83,2 million, or 63 percent, over the 1977-78 level. 

Our analysis indicates that this increase is attributable to three factors: 
J. Rates. Approximately 75 percent of the increase is due to cost-of­

living increases in foster care rates. 
2. Caseload. Ten percent of the increase is attributable to the in­

creased caseload (from 26,689 children to 28,269 children). 
3. Placement Decisions and Other Factors. Fifteen percent of the in­

crease is due to a variety of factors, including placement decisions which 
result in more costly placements. ' 

Thus, we conclude that rate setting is by far the most important deter­
minant of foster care costs. Caseload growth and placement decision, 
however, also have a significant effect on foster care costs. 

Conclusion. We conclude that under current law, the state exerts the 
preponderance of control over foster care costs by virtue of its rate setting 
authority. This does not necessarily imply, however, that the state should 
pay the bulk of the costs of the program because:' 

• Changes in caseloads and in placements-both of which can be in­
fluenced by county decisions-have the potential to actually reduce 
costs below current levels, whereas rate setting, as a practical matter, 
serves only to slow cost increases. To the extent that such reductions 
are feasible, they are more likely if the counties have a major share 
in the costs of foster care . 

• It would be administratively difficult to transfer the responsibili~yfor 
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providing services to foster care children and their parents from the 
counties to the state. Thus, the ability to control caseload and the 
ability to make placement decisions must remain with the counties. 

If the Legislature decides to return to the pre-AB 8 foster care sharing 
ratios, as proposed by the Governor, it may wish to consider tranferring 
the rate setting function back to the counties. Such a transfer would place 
most of the control over the costs of the Foster Care program in the hands 
of the counties, where primary responsibility for funding the program will 
rest. 

CHILD SUPPORT ENFORCEMENt: 
The Child Support Enforcement Program is a revenue-producing pro­

gram adxninistered by the county district attorneys' offices. Through this 
program, the district attorneys locate absent parents, establish paternity, 
and obtain and enforce court-ordered child support payments. This serv­
ice is available to welfare recipients and nonwelfare families. Child sup­
port payments collected on behalf of AFDC recipients are used to reduce 
state, county, and federal welfare costs. Collections made on behalf of 
nonwelfare clients are distributed directly to the client. Chart 8 shows 
collections from variol,ls sources over an eight-year period ending with the 
budget year. 
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Recent Program Changes 
Several recent changes in state and federal law have affected all three 

fiscal components of the child support program: (1) welfare recoupments, 
(2) administrative costs, and (3) incentive payments to counties. 

UI/DI intercept. Chapter 1072, Statutes of 1982 (AB 2856), imple­
ments a federal mandate to intercept the unemployment or disability 
insurance payments going to absent parents with child support payments 
in arrears. This method of collecting overdue child support payments is 
similar to the ongoing system to intercept state and federal income tax 
returns. The DSS estimates that this UI/DI intercept system will increase 
collections by $8,715,000. Of this amount, the net revenue to the state is 
$3,732,000 (the state's total share of collections is $4,035,000 less the 7.5 
percent in incentive payments). . 

IRS Intercept. Collections from the Internal Revenue Service (IRS) 
refund intercepts have significantly exceeded estimates for the current 
year. Total collections are now estimated to reach $39,582,000 in 1982-83 
(up from the $29,895,000 assumed in the 1982 Budget Act), and in 1983-84 
are expected to reach $45,920,000. An additional $13.4 million is expected 
from the Franchise Tax Board (FTB) intercepts. Chart 8 shows that in­
come tax intercepts are responsible for the major growth in child support 
collections during the current and budget years. Some of these added 
collections are offset by lower than expected base collections in 1982--83. 
The department's current-year estimate of base collections ($92 million) 
is 11 percent lower than the $103 million planned for in the 1982 Budget 
Act. The department explains that lower level collections can be expected 
because (1) administrative resources are being drawn away from base 
collection activities and redirected to the more productive intercept sys­
tems and (2) some of the intercept collections would have otherwise been 
collected through base collection actions. Collections also decline as 
unemployment in the state increases. . 

Federal Changes. Recent federal legislation makes two significant 
ch:mges in federal funding of Child Support activities. Neither change, 
however, directly affects General Fund costs. Effective October 1, 1982, 
the federal share of administrative costs declined from 75 percent to 70 
percent. As a result, the county share of administrative costs increased 
from 25 to 30 percent. Effective October 1, 1983, federal incentives paid 
to counties for AFDC-related collections will be reduced to 12 percent 
from the current 15 percent level. 

State Changes. Chapter 981, Statutes of 1982 (AB 3000) , fixes the state's 
incentive payments to the counties at 7.5 percent, regardless of the 
amount paid by the federal government. As a result, the state will not be 
required to maintain the 22.5 percent combined state-federal incentive, 
as was previously required. The total incentive rate will decrease to 19.5 
percent when the federal decrease takes effect. 

Chapter 1276, Statutes of 1982 (SB 1337), provides for the payment of 
child support incentives equal to 7.5 percent of the amounts received for 
nonfederally funded foster care cases. Incentives are already paid on col­
lections in cases with federal fund participation. These new incentives 
apply only to statewide collections that exceed the 1982-83 budget 
projects ($3,750,000). The budget anticipates that collections in 1983-84 
will not exceed this amount. 
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Los Angeles County Performance 
For manYJears, Los Angeles County has lagged behind the rest of the 

state in Chil Support collections. From 1978 to 1980, Los Angeles ranked 
58th out of 58 counties in terms of the share ur AFDC grants costs re­
couped in child support collections. During this period Los Angeles re­
couped only 3.5 percent of its grant costs through child support collections, 
compared with 5.1 percent for the 57th ranked county and a 5.8 percent 
average recoupment rate for all counties except Los Angeles. 

The poor and deteriorating performance by Los Angeles County stimu­
lated a complete overhaul of its Child Support operation. In June 1981, 
new management in the Bureau of Child Support Operations retrained 
bureau personnel and extensively reorganized the bureau along lines 
found to be successful in other county child support operations. New 
teams were formed, consisting of lawyers, family support representatives, 
and clerical personnel, to undertake enforcement actions. All 18 enforce­
ment teams were in place by June 1982. Other teams, 5 intake teams 
trained to open child support cases and 11 establishment teams trained to 
acquire child support orders, were in place by July 1982. 

The potential success of this reorganization is reflected in the monthly 
statistics reported to DSS. Los Angeles County has shown a dramatic 
increase in the nUIIiber of major enforcement actions, the kind of actions. 
that can be expected to increase child support collections. Chart 9 shows 
an increase of over 400 percent in major enforcement actions in Los 
Angeles since the first quarter of 1980. The total of all major actions 
increased from 1601 in the first quarter of1980 to 8,844 in the first quarter 
of 1982, in spite of a 26 position decrease in child support staff over the 
same period. 
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The goal of this increased activity-increased collection-has not shown 
up in the data as yet. While total collections in Los Angeles have increased, 
the increase is due entirely to increases in the IRS and FfB intercept 
programs. Base collections are unchanged. To some extent the reorganiza­
tion has contributed to increases in intercept collections because, before 
the reorganization, many cases were not up to date and had inaccurate 
information about the size of support arrears. the reorganization has in­
creased the number of cases with arrears that could be submitted for IRS 
or FTB matching. It probably is too early to expect increases in the child 
support collections resulting from the county's recent reorganization. 

State Child Support Enforcement Staff 
The budget proposes to continue 4.5 limited-term positions in the Bu­

reau of Child Support Enforcement within the Department of Social Serv­
ices. Over the past two years, these positions have conducted in-depth 
evaluations of six counties' child support operations, including an evalua­
tion of Los Angeles County's child support activities and an Orange 
County cost study. The staff have also worked to develop performance 
measures that can help identify counties where collections can be in­
creased. 

We recommend approval. 
These positions fulfill an important state function-to collect and share 

the experiences of individual counties in administering child support op­
erations. 

Different counties will from time to time experience drops in perform­
ance that must be corrected. For example, San Diego, Orange, and Sacra­
mento Counties have recently shown marked decreases inactions to 
enforce child support orders (Chart 9). Uncorrected, decreases in these 
actions will lead to decreases in collections, and a resulting increase in net 
AFDC grant costs. 

Performance Measures 
The department has an ongoing effort to develop useful performance 

measures of child support collection activities. One measure compares the 
actual rate at which AFDC grant payments are recouped in each county 
with a predicted recoupment rate. The department's model adjusts for 
differences among the counties in terms of social and economic character­
istics, such as median income and AFDC caseload, and predicts the ex­
pected child support recoupment percentage for individual counties. 
Some of the characteristics included in the model have a logical connec­
tion with child support activities. For example, counties with a high rate 
of births out of wedlock have, on average, lower recoupment rates. Other 
characteristics used to estimate recoupments have no obvious, direct con­
nection with child support recoupment. (For example, one of the factors 
used to predict the recoupment rate is the percent of all deaths between 
the age of 10 and 14.) 

The department intends to refine its predictive model for estimating 
child support recoupment rates, and to incorporate predictive variables 
that relate to the specific characteristics of each county's AFDC popula­
tion, in addition to variables that relate to the entire county population. 
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Refinement of the model could provide a means to enhance the child 
support incentive payments for counties that perform above their predict­
ed level. Refinements must increase the reliability of the model and de­
crease the statistical error in the estimates of the counties' recoupment 
rates. 

BUDGET ISSUES 

Increases in the AFDC Appropriation 
We recommend that Budget Bill language be adopted requiring the 

Director of the Department of Finance to notify the fiscal committees at 
least 30 days before increasing the amount appropriated for AFDG. 

The Welfare and Institutions Code provides a continuous appropriation 
to finance cash grants to AFDC families. Chapter 1284, Statutes of 1978, 
sunsets the continuous appropriation for· the AFDC program starting in 
1983-84. 

In the past few years, this continuing appropriation has been supersed­
ed by an in lieu appropriation established in the Budget Act. Nevertheless, 
other provisions of the act authorized the administration to increase the 
amount of this appropriation to meet expected program costs, provided 
the Director of the Department of Finance informed the Legislature of 
the increase. 

The 1983 Budget Bill contains a similar provision which, in effect, 
removes the limit on the AFDC appropriation established by Item 5180-
101-001. Under this provision, however, the expenditure limit could be 
increased without prior review by the Legislature of either the necessity 
for. the increase or the availability of funds to pay for the increase. To 
rectify this problem, we recommend the adoption of the following budget 
bill language which would provide for legislative review of proposed in­
creases in the appropriation for the AFDC program: 

"If the Director of the Department of Finance determines that the 
estimate of expenditures will exceed the expenditures authorized for 
program 10.04, Payments for Children, the Director shall so report to 
the chairperson of the committee in each house which considers appro­
priations and the chairperson of the Joint Legislative budget committee. 
The Director shall not increase the amount of the limitation until 30 
days· after written notification to the same chairpersons of the necessity 
for the increase and the availability of funds." 

Unallowable Group Home Costs 
We recommend a General Fund reduction of $l~l~OOO. from the 

amount budgeted for "unallowable" federal costs in the foster care pro­
gram because it has not been established that the General Fund's share of 
program costs will actually increase. 

Background. The Adoption Assistance and Child Welfare Act of 1980 
(P.L.96-272) created Title IV-E of the federal Social Security Act which 
provides federal funds for foster care beginning October 1, 1982. Title 
IV-E, however, limits federal funds for children in group homes to speci­
fied "allowable costs." Among the unallowable costs are expenditures for 
counseling, therapy, and psychological and educational testing provided 
by social workers employed by group homes. Chapter 977, Statutes of 1982 
(AB 2695), provides that the state will continue to share in these unallowa-
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ble costs to the extent that funds are available. 
The budget proposes a General Fund increase of $1,100,000 to cover 

these unallowable costs. 
Our . analysis indicates· that the department has failed to demonstrate 

that the requested funds are needed. Specifically, we find that the depart­
ment's request fails to take into account two factors which would decrease 
or even eliminate the need for additional General Fund support for chil­
dren in group homes. 

Estimate Is Based on Group Home Staff Hours. The department's 
estimate. is based on a survey of group home operators which revealed that 
10 percent of all group home staff time is devoted to counseling, therapy 
and psychological and educational testing. Based on the percentage of 
staff time devoted to unallowable cost activities, the department estimates 
that 10 percent of the rate paid to group homes for federally eligible 
children is unallowable. This method of estimating costs, however, over­
looks the fact that a substantial portion of a group home's rate is attributa­
ble to non-stafF-related costs such as supplies, food, and rent which are 
allowable under Title IV-E. Thus, the department overestimates the per­
cent of the rates paid to group homes which would not be allowable for 
federal funding under Title IV-E. . 

According to the California Association of Services for Children (CSS) , 
a private organization which represents approximately 60 group homes 
throughout the state, 30 to 40 percent ofitsmembers' costs are non-staff­
related. By applying the percent of staff time which is devoted to unallow­
able cost activities to the entire group home rate rather than to the 60 to 
70 percent of the rate which represents staff costs, the department over­
estimates the amount of the rate which is attributable to unallowable costs. 

Estimate Does Not Account for Costs Not Included in the Rates Paid 
to Group Homes. The department's estimate also overlooks the fact that 
the total costs of many group homes exceed the rate at which the homes 
have been reimbursed from government sources. The CSS estimates that 
25 percent of their costs of care are funded from a variety of charitable 
sources and are not reflected in the rate paid by any governmental entity. 
To the extent that a group home subsidizes a substantial share of the costs 
of the care it provides, it maybe able to use a portion of the subsidized 
costs to offset the reduction to its rate attributable to unallowable social 
worker costs. The department's estimate does not account for this possibil­
ity. 

For these reasons, we conclude that the budget has failed to clearly 
establish that the unallowable cost rule will result in increased General 
Fund costs. We therefore recommend a General Fund reduction of 
$1,100,000 to eliminate the proposed increase. 

Reporting Requirements Inadequate to Capture All Available Federal Funds 
We recommend that the department issue an all-county letter requiring 

the counties to document the total costs of any group home providing 
foster care to federally eligible children. We further recommend that the 
department report to the fiscal committees during budget hearings on the 
counties' progress in complying with this requirement. 

The department notified counties of the unallowable cost rule (dis­
cussed above) through an all-county letter dated October 4, 1982. In that 
letter, the department informed counties that they would be required to 
collect information reflecting the components of the rates paid to each 
group hODle.The letter, however, does not require the counties to collect 
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information on the total costs of care provided by group homes. 
As we noted in the preceding section the state may be able to avoid 

additional General Fund costs resulting from implementation of the fed­
eral unallowable cost rule to the extent that sufficient privately subsidized 
costs (that are allowable for federal reimbursement) can be used as an 
offset to the unallowable costs now covered by the government reim­
bursement rate. Such an offset, however, could only occur if the total costs 
of group bomes, including the portion of the costs which are not covered 
by the rate, are documented. Until this documentation is obtained, the 
General Fund will have to pay for any unallowable costs included in each 
facility's rate, as determined by the counties' response to the all-county 
letter. 

To obtain the information needed to minimize state costs, we recom­
mend that the department issue an all-county letter requiring the counties 
to document the total costs of any group home providing foster care to 
federally eUgible children. We further recommend that the d~partment 
report to the fiscal committees during budget hearings on the counties' 
progress in complying with this requirement. 

Current YeCir Estimate of Unallowable Costs Is Not Justified. 
We recommend a General Fund reduction of $1~650~OOO to reflect the 

anticipated increase in the amount of federal foster care funds available 
to the state. 

The department's estimate of General Fund spending for unallowable 
costs during 1982-83 is based on the same method used to estimate these 
costs for 1983-84. The department estimates that the unallowable cost rule 
will result in General Fund costs of $1,650,000 in 1982-83. As we have 
shown above, the state may be able to avoid these costs to the extent that 
privately subsidized costs can be used to offset unallowable costs included 
in a group home's rate. 
. For 1982-83, the department will submit claims to the federal govern­
ment based on the information collected by counties pursuant to the 
all-county letter dated October 4,1982. Assuming that the new all-c0unty 
letter whichwe recommend be issued produces the documentation need­
ed to claim higher federal reimbursements for 1982-83, as we expect that 
it will, the state should receive during the budget year an additional $1.65 
million in federal reimbursement for General Fund costs incurred during 
1982-83. 

We therefore recommend that these increased federal funds be budget­
ed under the AFDC federal fund item, and that the General Fund budget 
for foster care for 1983-84 be reduced by $1,650,000 to reflect the anticipat­
ed increase in federal foster care funds. 

Audit Recoveries Underbudgeted 
We recommend a General Fund reduction. of $94~OOO to reflect a more 

realistic estimate of group home audit recoveries. 
Chapter 977, Statutes of 1982 (AB 2695), requires the department to 

conduct audits of all foster care group homes at least once every three 
years. The budget anticipates that these audits will result in the recovery 
of overpayments to group homes totaling $598,000 in 1983-84. These recov­
eries will be shared by the Federal' ($117,000), State ($457,000) and 

. County ($24,000) governments. The total cost of conducting these audits 
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is estimated at $914,000 ($457,000 General Fund and $457,000 in federal 
funds). 

Budget Estimate of Recoveries is Arbitrary. The department's method 
of estirrl.ating audit recoveries is arbitrary. It simply assumes that recover­
ies will be equal to the General Fund cost of conducting these audits. Since 
the General Fund cost of the audits is $457,000, the department assumes 
that General Fund recoveries will be $457,000. 

Estin:zate of Recoveries Should Be Based on Actual Experience. The 
estimate of audit recoveries should be based on actual experience with 
similar audit programs, instead of being based simply on the General Fund 
cost of the audit program. The department currently audits payments to 
In-Hom.e Support Services (IHSS) providers and refugee social services 
providers. Table 13 displays the costs and recoveries experienced in these 
audit programs during 1981-82. The table shows that the recovery-to-cost 
ratio was $1.74 in recoveries for every $1.00 in costs for IHSS audits and 
$3.68 in recoveries for every $1.00 in audit costs for Refugee Social Serv­
ices. 

Table 13 
Audit Costs and Recoveries 

IHSS and Refugee Social Service Providers 
1981~ 

Audit Program 
IHSS Providers ......................................................................... . 
Refugee Social Services Providers .................................... .. 

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

Costs 
$70,108 
169,456 

$239,564 

Recoveries 
$121,714 

623,247 
$744,961 

Recovery to 
Cost Ratio 

1.74:1 
3.68:1 
3.11:1 

In the budget change proposal submitted as justification for the posi­
tions requested to conduct the group home audit program, the depart­
ment stated that it expected a recovery to cost ratio of two-to-one. 

Based on the department's estimate of audit recoveries for group 
homes, and on the department's experience in auditing IHSS and refugee 
contracts, we recommend that audit recoveries be budgeted based on a 
two-to-one recovery ratio. Because total costs are estimated at $914,000, a 
two-to-one recovery ratio would result in total recoveries of $1,828,000, of 
which $1,397,000; or 76 percent, would accrue to the General Fund. This 
is $940,000 more than the recoveries proposed in the bud~et. We therefore 
recommend a General Fund reduction of $940,000 to reflect a more realis­
tic estimate of audit recoveries. 
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Department of Social Services 

STATE SUPPLEMENTARY PAYMENT PROGRAM FOR 
THE AGED, BLIND, AND DISABLED 

Items 5180-111 from the Gen-
eral Fund and Social Welfare 
Federal Fund Budget p. HW 143 

Requested 1983-84 ....................................................................... $1,021,772,000 a 

Estimated 1982--83 ........................................................................... 1,104,161,000 
Actual 1981-82 ................................................................................. 1,220,333,000 

Requested decrease $82,389,000 (-7.5 percent) 
Total recommended reduction .................................................... 12,187,000 
Recommendation pending ....................................... , .................... $937,318,000 

"This amount includes $72,267,000 proposed in Item 5180·181.()()1(a) for cost·of·living increases. 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
518().111'()()I-Payments to Aged, Blind, and Dis-

abled 
518().111~Payments to Aged, Blind, and Dis­

abled-Refugees 
5180-181.()()l(a)-Payments to Aged, Blind, and 

Disabled COLA 
518().181-866 (a)-Payment to Aged, Blind, and Dis­

abled COLA-Refugees 

Fund 
General 

Federal 

General 

Federal 

Amount 
$949,505,000 

(12,121,000) 

72,267,000 

(305,000) 

Total $1,021,772,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Transfer Cost-of-Living Funds. Recommend that $72,267,-

000 proposed for cost-of-living increases for SSI/SSP recipi­
ents, be used instead to provide cost-of-living adjustments 
for AFDC recipients, because AFDC grants are significantly 
below the poverty level as compared to SSIlSSP grants. 

2. Caseload Projections. Withhold recommendation on $937,-
318,000 for projected caseload, pending receipt of the May 
revision of expenditures, because actual caseload data shows 
a continuing decline in the number of persons receiving 
SSIlSSP. 

3. Elimination of Medi-Cal Special Income Deduction. 
Reduce by $~38~OOO. Recommend reduction of funds re­
quested for additional caseload expected to result from Ch 
328/82 (AB 799) in order to reflect actual caseload, for a 
General Fund savings of $6,387,000. 

4. Federal Fiscal Liability (FFL) and Uncashed State Checks. 
Reduce by $~8~OOO. Recommend General Fund reduc­
tion to reflect funds anticipated from the federal govern­
ment for uncashed SSIl SSP checks and FFL for a General 
Fund reduction of $5,800,000. 

5. Linking FFL to State AFDC and Medi-Cal Error Rates. Rec-

Analysis 
page 

1114 

1118 

1120 

1121 

1123 
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ommend adoption of Budget Bill language requiring the 
department to report to the fiscal. committees before 
amending the SSI/SSP contract to limit FFL. 

6. Refugees. Recommend adoption of Budget Bill language 1125 
requiring that Refugee Resettlement Program (RRP) and 
Cuban/Haitian Entrant Program (CHEP) funds be ad­
vanced to the Social Security Administration only when suf­
ficient federal furtds exist to cover advances. 

GENERAL PROGRAM STATEMENT 
The Supplemental Security Income/State Supplementary Payment 

(SSI/SSP) program provides cash assistance to eligible aged, blind, and 
disabled persons. Eligibility for the. SSI/SSP program is determined on the 
basis of the income and resources available to each elderly, blind, or 
disabled applicant. The federal government pays the cost of the SSI grant. 
California has chosen to supplement the federal payment by providing an 
SSP grant. The SSP grant is funded entirely from the state's General Fund 
monies. In California, the SSI/SSP program is administered by the federal 
government through local Social Security Administration (SSA) offices. 
During the current year, an estimated 669,500 persons will receive assist­
ance under this program. 

ANALYSIS AND RECOMMENDATIONS 
Current-Year Surpl",s 

The budget estimates that General Fund expenditures for the SSI/ SSP 
program will be $68,380,000 less than the amount budgeted in the current 
year, due to (1) lower-than-anticipated caseloads and (2) lower average 
monthly grant costs. 

Lower Case/oads. The 1982 Budget Act assumed a recipient caseload 
averaging 687,925 persons per month. The department's most recent esti­
mate of the 1982-83 monthly caseload is 669,500 persons, or 2.7 percent less 
than the caseload projected for the current year in the 1982 Budget Act. 

Lower A ver/ige Grants. The 1982 Budget Act anticipated average 
monthly grant costs of $262 during 1982-83. The department's most recent 
estimate, however, is that the average monthly grant will be $250, or 4.6 
percent, lower than originally anticipated. This decrease is attributable to 
higher-than-expected unearned income, which reduces the amount of the 
cash grant dollar-for-dollar. In addition, a new federal requirement to 
prorate a recipient's first month of benefits from the date of eligibility has 
resulted in lower monthly grant costs. 

The estimate of the current-year expenditure shortfall is subject to 
change during the May revision of expenditures. 

Budget Year Proposal 
The budget proposes an appropriation of $1,021,772,000 from the Gen­

eral Fund for the state's share of the SSI/SSP program in 1983-84. This is 
a decrease of $82,389,000, or 7.5 percent, from estimated current-year 
expenditures. Federal expenditures of $924,041;000 are proposed for 1983-
84, an increase of $16,078,000, or 1.8 percent, over estimated current-year 
expenditures. . 

Table 1 shows 1982-83 and 1983-84 total expenditures, by funding 
source, for each of the three categories of recipients. While the SSI/SSP 
program is often thought of as primarily supporting aged individuals, the 
disabled are· in fact the largest category of recipients, accounting for 55 
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percent of the estimated average monthly caseload in 1983-84 and 64 
percent of total grant costs. 

Included within the amounts identified in Table 1 are SSI/SSP payments 
to refugees totaling $55.8 million in 1982-83, and $62.4 million in 1983-84. 
Of the latter amount, $12.2 million repr0sents the state's share of aid to 
refugees who will no longer be eligible for 100 percent federal assistance 
in 1983-84. Funding for this aid comes from the General Fund. The level 
of General Fund expenditures for SSI/SSP payments to refugees in the 
budget year is $6.3 million, or 107 percent, above the 1982-83 level. 

Table 1 
Total Expenditures for SSI/SSP Program 

By Category of Recipient 
1982~ and 1983-84 

(in millions) 

Category of Estimated lfJ82..83 Proposed lfJ83-84a 

Recipient Total Federal State Total Federal State 
Aged ...................................... $651.5 $235.6 $415.9 $600.1 $230.5 $369.6 
Blind ...................................... 65.4 26.7 38.7 64.9 27.4 37.5 
Disabled................................ 1,295.2 645.6 649.6 1,281.1 666.4 ·614.7 
Refugees .............................. ~) (49.9)~)~) (50.2) (12.2) 

Totals ................................ $2,012.1 $907.9 $1,104.2 $1,946.1 $924.3 $1,021.8 

a Includes 2.1 percent CO.LA. 

Proposed General Fund Expenditures 

Percent Change 
Total Federal State 
-7.9% -2.2% -11.1% 
-0.8 2.6 -3.1 
-1.1 3.2 -5.4 
~) ~) (106.8) 
-3.3% 1.8% -7.5% 

Table 2 identifies the components of the $82,389,000 net decrease in 
General Fund expenditures proposed for the SSP program in 1983-84. This 
amount reflects $154,656,000 in decreased expenditures, partially offset by 
$72,267,000 in increases. The increase of $72,267,000 is requested in order 
to provide a 2.1 percent COLA for SSI/SSP. grants. The major decreases 
result from: 

• an increase in federal funds available to support SSI/SSP grants ($72,-
267,000) ; 

• antiCipated increases in recipients' unearned income ($52,043,000), 
due primarily to increases in social security payments; 

• a modification made by the federal government in retrospective 
budgeting requirements ($11,361,000); and 

• a projected decrease in caseload ($14,237,000). 

Eligibility 
The Department of Social Services (DSS) estimates that approximately 

666,054 individuals will receive cash assistance under the SSI/SSP program 
in 1983-84. These individuals fall into one of three categories: aged; blind, 
or disabled. In order to be eligible for the SSI/ SSP program, individuals 
must meet certain income and resource criteria in addition to meeting the 
categorical requirements for eligibility. Table 3 summarizes the eligibility 
requirements Jor the SSI/SSP program. 
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Table 2 

Proposed General Fund Budget Changes 1983-84 
(in thousands) 

1982-83 Current Year Revised .................................................................... .. 
A. Baseline Adjustments 

1. Basic caseload decrease ...................................................................... .. 
2. Cost-of-living increase (2.1 percent) 

a. Federal funds available for cost of living ................................ .. 
b. Total Ceneral Fund cost .............................................................. .. 

3. Reduced grant costs due to increased recipient unearned in­
come 
a. 1981--82 increased adjusted for caseload .................................... .. 
b. 1982-83 increase .............................................................................. .. 

Subtotai ............................................................................................... . 
B. Prograrn Changes 

1. Retrospective budgeting .................................................................... .. 
2. Eliminate Medi-Cal income deduction .......................................... .. 
3. Proration of first month benefits .................................................... .. 
4. Other ...................................................................................................... .. 

Total Budget Changes .................................................................................. .. 
Proposed General Fund Expenditures ....................................................... . 

Table 3 

Basic Eligibility Requirements 
For the SSI/SSP Program 

Amount 

-$14,237 

-72$1 
72$1 

1,057 
-53,100 

-$52,043 

-$11,361 
-3,014 
-1,463 

-271 

I. Categorical Requirements 
Category 

1. Aged .......................................................... .. 
Criteria 

a. 65 years of age or older. 

Total 
$1,104,161 

-$82,389 

$1,021,772 

2. Blind .......................................................... .. a. Vision correctable to no better than 20/200 in 
the better eye. 

3. Disabled .................................................... .. 

II. Income and Resource Limits 

b. Diagnosis by physician or optometrist. 
a. Mental or physical impairment which precludes 

"substantial gainful employment." 

Type Limit 
1. Real Property/Home................................ Entire value exempt. 
2. Personal Property .................................... $1,500 for individual, $2,250 for couple. 
3. Household Goods/Personal Effects ...... $2,000 equity value. 
4. Motor Vehicle ............................................ $4,500 market value. 
5. Gross Income Limit.................................. None. 
6. General Income Exclusion...................... $20/month general exclusion. 
7. Earned Income Exclusion 

a. All categories .......................................... a. First $65/month of earned income plus one-half 
of remaining earned income. 

b. Blind and Disabled.............................. b. Any income used towards gaining self-suffi­
ciency. 

8. Net Income Limit .................................... Maximum SSI/SSP grant (see Table 4). 

Case load Trends 
The Department of Social Services projects that an average of 666,054 

persons will receive assistance under the SSI/SSP program each month in 
198~4. This is 3,446 persons, or 0.5 percent, less than the monthly case­
load estimated for 1982-83. This decline in caseload is indicative of a trend 
evidenced since 1980-81, when the average monthly caseload reached 
709,574. In that year, both the aged and disabled caseloads began to de-
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cline. The blind caseload, which accounts for less than 3 percent of the 
total, peaked a year later in 1981-82. 

Chart 1 illustrates the caseload trend for the SSI/ SSP program from 
1978-79 to 1983-84. While the numbers of recipients in all categories cur­
rently are declining, the disabled category is declining at the slowest rate. 
As a result, disabled persons as a proportion of the total caseload continues 
to grow. In 1978-79, individuals receiving SSI/SSP grants due to disability 
accounted for 52 percent of the total caseload. The department estimates 
that in the current and budget years, disabled recipients Will account for 
approximately 55 percent of the SSI/ SSP monthly caseload. In contrast, 
the aged caseload has declined from 46 percent of the total caseload in 
1978-79 to 43 perc;ent in 1983-84. 

Chart 1 

SSI/SSPAverage Monthly Case load 
Aged, Blind, and Disabled 
1978-79 to 1983-84 

P 
E <,oU,UUU'-1 

R 
S «uU,UUU'-1 

o 
N 
S 

78-79 

Cost-of-Living Increase 

79-80 80-81 81-82 

Fiscal Year 

82-83 
(est.) 

Caseload 
Blind 

Aged 
wm:::::==t:??:=??l 
Disabled 
I I 

83-84 
(proj.) 

State Law Requires 6.8 Percent COLA. Current state law requires that 
the total SSI/SSP maximum payment levels be increased each July 1, based 
on the change in the California Necessities Index (CNI) during the 12-
month period ending the previous December. The Department of Fi­
nance (DOF) estimates that the CNI increased by 6.8 percent during this 
12-month period. (This estimate is subject to change as part of the May 
revision of expenditures.) 

Federal law requires that theSSI payment provided to aged, blind, and 
. disabled recipients be adjusted annually by the percentage change in the 

Consumer Price Index (CPI) from the first quarter of the prior year to the 
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first quarter of the calendar year in which the cost-of-living adjustment 
(COLA) is provided. Thus,a portion of the total increase to the combined 
SSI!SSP·payment is supported by increased federal funds. The DOF esti­
mates that the CPI will increase by 5.3 percent between the period Janu­
ary-March 1982 to January-March 1983. (This estimate also is subject to 
ch~ge during the May revision of expenditures.) 

Budget Proposes a 2.1 Percent COLA. The budget assumes that legis­
lation will be enacted which suspends the statutory requirement to pro­
vide a cost-of-living increase based on the change in the CN!. Under 
provisions of -the budget companion bill, the amount of any COLAs for 
SSI! SSP recipients would be determined as part of the annual budget 
process, subject to the availability of funds. 

The budget proposes a 2.1 percent increase in the maximum payment 
levels for SSI/SSP recipients in 19~ at a cost of $72.3 million to the 
Geheral Fund. The cost to the General Fund of the adjustments would be 
matched by an increase in federal funds totaling $72;1.67,000. The federal 
funds are estimated to be made available to provide a 5.3 percent COLA 
to the SSI portion of the grant. The .actual amount of federal funds to be 
provided will depend on the change in the CPI between January-March 
1982 and January-March 1983. 

The federal government does not reguire that the additional funds 
which it provides to California be passed through to SSI!SSP recipients. 
The state could use the funds: 

1. To provide a COLA on the total SSI!SSP grant, as proposed by the 
administration; 

. 2. To replace General Fund· support for the SSP program; 'or 
3. For any other purpose. 

Table 4 
Maximum Monthly SSI/SSP Grant Levels 

1982-83 and 1983-84 

Administration 
Proposal 

2.1 Percent 
Category of Recipient 1982-83 Amount Change 

Aged/Disabled Individual 
Total Grant u.u"'u ..... u ... "'u ........... $451.00 $460.00 $9.00 
SSI uu ..... i ••••••••• uu .......... u.u .... u .. u .... 284.30 299.00 14.70 
SSP ..... uu ....................... u .... u .... u ..... 166.70 161.00 -5.70 

Aged/Disabled Couple 
Total Grant .. u .............. uu .... uu ...... 838.00 856.00 18.00 
SSI.u .... uu ...................... uu .... uu ........ 426.40 449.00 22.60 
SSP ...... uu .... uu .............. uu .. u ........ u 411.60 407.00 -4.60 

Blind Individual 
. Total Grant ............... u .... u .. u .... uu. 506.00 517.00 11.00 
SSI .:u ... u .................. u ...... u ...... uu ..... 284.30 299.00 14.70 

. SSP uuu ................... u ...... u ............... 221.70 218.00 -3.70 
Blind Couple 

Total Grant .u ...... u ........ u .. UUuu ..... 985;00 1,006.00 21.00 
5SI uu;uu ......... uuu ........ uu .. uuu ...... u 426.40 449.00 22.60 
SSP .................................................. 558.60 557.00 -1.60 

36-76610 

Current Law 
6,8Percent 

Amount Change 

$482.00 $31.00 
299.00 14.70 
183.00 16.30 

895.00 57.00 
449.00· 22.60 
446.00 34.40 

540.00 34.00 
299.00 14.70 
241.00 19.30 

1,052.00 67.00 
449.00 22.60 
603.00 44.40 
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Maximum Payment Levels. Table 4 compares the maximum SSI/ SSP 
payment levels for selected categories of recipients in independent living 
ar:rangements assuniing that recipients are granted (1) a 2.1 percent 
COLA, as proposed by the administration and (2) a 6.8 percent increase, 
as required by current law. Under existing law, the maximum grant for an 
aged individual would increase by $31 to $482 in 1983-{84. Under the ad­
ministration's proposal, the grant for an aged individual will increase by 
$9 to $460. 

Fiscal Effect of COLA. Table 5 shows the cost of providing either a 2.1 
percent or a 6.8 percent COLA to SSI/SSP maximum payment levels in 
1983--84, assuming that the federal SSI increase will' be 5.3 percent. As 
shown by Table 5, the federal government is expected to provide a 5.3 
percent increase to SSI payments. This increased federal assistance is 
equal to the General Fund cost of providing a 2.1 perc~t increase to the 
combined SSI/SSP grant level. To fund the statUtory cost-of-living in­
crease of 6.8 percent would cost the General Fund $231,529,000, or an 
additional $l59,262,000 over the amount proposed in the budget. 

Table 5 
Fiscal Effect of Proposed Cost-of-Living Adjustments 

In SSI/SSP Maximum Payment Levels 

Base ................................................................... . 
Cost-of-living adjustments 

Increased federal funds, to provide a 5.3 
percent CPI increase ........................ .. 

Savings to the state .................................. .. 
Subtotals .................................................. .. 

Cos~ of 2.1 percent COLA ...................... .. 
Cost of 6.8 percent COLA ...................... .. 

Totals: 

1983-84 . 
General Fund Federal Funds 
$1,021,772,00Q $851,774,009 

-72,267,000 
$949,505,000 
$72,267,000 

$231,529,000 

72,267,000 

$924,041,000 

Totals 
$1,873,546,000 

72,267,000 
-72,267,000 

$1,873,546,000 
$72,267,000 

$231,529,000 

Assuming 2.1 percent COLA .......... $1,021,772,000 $924,041,000. $1,945,813,000 
Assuming 6.8 percent COLA .......... $1;181,034,000 $924,041,0IYS $2,105,075,000 

Consequences of Limiting COLAs. In order to receive federal 'Title 
XIX Medicaid funds (Medi-Cal)" California must either (1) maintain pri­
or-year spending levels for the SSP program or (2) maintain the Decem­
ber 1976 SS:p payment standards for all categories of eligible individuals. 
Under the administration's proposal, the state will fail to meet the prior 
year spending test, because the budget proposes to spend $82.4 million less 
in 1983--84 than was spent for the SSP program in 1982-83. Thus, in order 
to avoid the loss of federal Title XIX funds, the state will have to provide 
cost-of-living increases to the Mandatory State Supplementation Payment 
(MSSP) cases in order to bring their grants up to the December 1976 
levels. The cost of these increases is estimated at $350,000 in 1983-84, and 
the budget contains sufficient funds for this purpose. 

It is possible that other groqps would fall below the applicable 1976 
payment standards. The pSS informs us that it does not have a reliable 
estimate of the number of individuals that would be in this category if the 
state does not pass through the additional federal funds. Costs for raising 
the payment standards for these individuals, however, would not be in­
curred until 1984-85. 

Previous Increases to SSIISSP Grants. Chart 2 shows the increases in 
the SSI/SSP grant since January 1974, and the value of the grant in "real" 

.-------~------------------
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1974 dollars-that is, the amount of the grant adjusted toreflect the impact 
of inflation on purchasing power, as measured by the CN!. The chart 
shows that, in 1982-83, the "real" value of the grant to an aged or disabled 
individual was $214 compared to a "real" grant value in 1973-74 of $235. 
If a 2.1 percent COLA is granted to SSI/SSP recipients, as the budget 
proposes, tlle "real" grant . level will fall to $205 in 1983-84, 12.8 percent 
less than the actUal grant amount in 1973-74. 

Chari 2 
SSI/SSP Maximum Grant Level for an Aged or 
Disabled Individual 
Actual and Constant Dollar Value 8 
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a Aid payments we,re adjus!ed tor inflation measured by the California Necessities Index in the preceding calendar year. This 
simulates the current statutory adjustm~nt. 

~ 19~3-84 maximum grant level as proposed by the Governor's Budget. 
Adjustment tor inflation based on the estimated 6.8 percent eNI increase. 

Table 6 
State Comparison· . 

Maximum Monthly SSI/SSP Grant Levels 
Ten Largest States 

July 1. 1982 

Aged or Disabled 
Individual BUnd Individual 

State Total Grant" State SSP Total GrantS State SSP 
California .............................................................. $451.00 $166.70 
New York C ............................................................ 347.51 63.21 
Texas ..................... ;;.,............................................. 284.30 
Pennsylvania ........................................................ 316.70 
Illinois cd ......................... :...................................... 284.30 
Ohio d .............................. ~: ......................... :.......... 284.30 
Michigan c .. ;:.......................................................... 308.60 
Florida' ...................................... ; ..................... ;....... 335.00 
New Jersey............................................................. 309.00 
Massachusetts, .... : ............. : .......................... ,........ 421.52 

a In descending order by state population. 

32.40 

24.30 
50.70 
24.70 

137.22 

$506.00 $221.70 
347.51 63.21 
284.30 
316.70 
284.30 
284.30 
308.60 
335.00' 
309.00 
442.44 

32.40 

24.30 
50.30 
24.70 

158.14 

b Includes federal SSI grant of $284.30 for all states. 
C Grant levels vary by region within the state. 
d State supplementary programs do not provide grants to individuals living in their oWn homes. 
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CaJifomiil5 SSIISSP Grants Compared to Other States. The federal 
government allows states, at their option, to supplement the federal SSI 
benefits. California supplements these benefits through the SSP program. 
Table 6 shows the SSI/ SSP benefits provided tom aged or disabled indi­
vidual and to a blind individual by the 10 most populous states, as of July 
1, 1982. Of the 10 states, 7 chose to supplement the basic grant. California 
provided the largest gr~ts to both categories of individu~s: $451 to the 
aged and $506 to the blmd. Compared to the grants prOVIded by Massa­
chusetts, the state with the next largest supplement, California's grants to 
the aged and blind are 7 percent and 14 percent higher, respectively. 

Table 7 shows the maximum SSI/SSP grant levels for aged or disabled 
couples and blind couples as ofJuly 1, 1982. Of the 10 most populous states, 
California again provided the largest supplemental payments to all cou­
ples. Florida provided the next highest payment to aged and disabled 
couples, while Massachusetts provided the next highest payments to blind 
couples. The grant provided to aged and disabled couples in California was 
$838, or 25 percent more than the grant provided by Florida. California's 
grant to blind couples exceeds the Massachusetts grant by 11 percent. The 
other seven states making supplemental payments provided less than$600 
in total SSI/ SSP funds per month for the aged and disabled couples .. 

Table 7 

State Comparison 
Maximum Monthly SSI/SSP Grant Levels 

Ten Largest States 
July 1. 1982 

Aged or Disabled 
Couple 

State Total Granta State SSP 
California .............................................................. $838.00 $411.60 
New York .............................................................. 505.88 79.48 
Texas ...................................................................... 426.40 
Pennsylvania ................... ;..................................... 475.10 
lllinois .................................................................... 426.40 
Ohio ........................................................................ 426.40 
Michigan ............................................................ \... 462.80. 
F1orida.................................................................... 670.00 
New Jersey ............................................................ 446.00 
Massachusetts ...................................................... 640.72 

• Includes federal SSI grant of $426.40 for all states: 

48.70 

36.40 
243.60 
19.60 

214.32 

Blind Couple 
Total Granta State SSP 

$9/is.00 $558.60 
505.88 79.48 
426.40 
475.10 
426.40 
426.40 
462.80 
670.00 
446.00 
884.88 

48.70 

36.40 
243.60 

19.60 
458.48 

Transfer Cost;.of-Living Funds from SSI/SSP toAFDC Recipients 
We recommend that $72~~OOO in General Fund support for cost-oE­

Jiving increases budgeted in Item 5180-181-001 {aj for SSIISSP recipients 
(Item 5180-111-(01) be transferredto Item 5180-101-00Tand used instead 
to provide increases for AFDC recipients~ because the latter have a signifi­
cantly lower standard-oE-Jiving than the former. 
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The budget proposes no cost"of-living adjustment for AFDC recipients, 
and a 2.1 percent COLA for SSI/SSP recipients,at a General Fund cost of 
$72,267,000. Our analysis indicates that theLegislature's objective of allow­
ing needy persons to achieve at least a minimum standard-of-living can be 
achieved more effectively if the $72.3 million is used instead to provide a 
COLA for AFDC recipients. This is because AFDC grants are significantly 
below the poverty level, while SSI/SSP grants are above (insome cases, 
considerably above) the poverty level. 

AFDC maximum grants have been below the poverty level since the 
welfare reform measures of 1971 were enacted. In 1982-83, AFDC max­
imum grants were equal to about 77 percent of the poverty level income. 
At the same time, SSI/SSP grants exceeded the poverty level incomes by 
8 percent for aged and disabled individuals and by 53 percent for aged and 
disabled couples. SSI/SSP grantshave receI.·ved p.artial or f.ull cost-of-l.iving 
increases every year since 1974. In contrast, AFDC grants have remained 
unchanged since July 1981. 

We recommend that funds proposed for cost-of-living increases under 
the SSI / SSP program instead be transferred to the AFDC program, so as 
to prevent a further widening of the disparity between AFDC and SSI/ 
SSP grant levels. This recommendation is discussed in greater detail under 
Item 5180-181-001. 

To be consistent with this recommendation, we make related recom­
mendations in our analyses of two other budgets. In the Department of 
Developmental Services (Item 4300), we recommend a General Fund 
augmentation of $1.5 million to replace lost SSI/SSP reimbursements. In 
Medi-Cal (Item 4260), increased General Fund costs of $7.2 million would 
be offset partially or wholly by savings. Therefore, we recommend that the 
department submit estimates of the net effect of our AFDC and SSI/ SSP 
COLA recommendations on Medi-Cal costs. 

BENEFITS AVAILABLE TO SSI/SSP RECIPIENTS 
In addition to the monthly cash grant, SSI/SSP recipients may qualify 

for and receive a variety of other benefits from federal, state, and local 
governments. Some of these additional benefits, such as health care serv­
ices under Medi-Cal, are available to SSI/SSP recipients because they are 
categoricaljublic assistance recipients. Other benefits, such as public 
housing an . social security benefits, are available to SSI/SSP recipients 
only to the extent that they meet specific eligibility criteria and, in the 
case of public housing, are accepted into the program. 

This section discusses six major benefits available to SSI/SSP recipients 
in addition to their monthly cash grants. The discussion focuses on the 
benefits as they were in 1981-82, the latest yearJor which data is available 
on aCtual utilization. 

It should be noted that, in addition to the benefits discussed in this 
section: 

1. SSI/ SSP recipients are eligible for adult social services from county 
welfare departments; 

2. Some SSHSSP recipients (more than 31,000 in 1981-82) reside in 
households which also receive cash assistance through AFDC; and 

3. About 4,700 applicants eligible for SSI/SSP received interim assist­
ance grants averaging $1,279.26 while they awaited final eligibility 
determination for SSI/SSP. 

Because the combined monthly income of SSI/ SSP recipients exceeds 
the monthly income limits for the food stamp program, SSI/SSP recipients 



1116 / HEALTH AND WELFARE 

STATE SUPPLEMENTARY PAYMENT PROGRAM FOR 
THE AGED, BLIND, AND DISABLED-Continued 

. Item 5180 

are not eligible for food stamps. 
SocialSecurity; The Retirement, Survivors, Disability, and Health In­

surance (RSDHI) program provides benefits to retired and disabled work­
ersand their dependents, and to the survivors of insured workers. It also 
provides health insurance benefits for persons age 65 and over and for the 
disabled under age 65. According to statistics compiled by the federal 
Social Security Administration, 397,112 SSI/SSP recipients also received 
RSDHI payments averaging $283 per month during 1981-82. The RSDHI 
payments are counted as income for SSI/SSP grantpurfoses. As a result, 
individual SSI/SSP grants are reduced by the amount 0 the RSDHI pay­
ment, less a $20 standard deduction. The RSDHI payments constitute 97 
percent of all countable income received by SSI/SSP recipients. 

Medi-Cal. The Medi-Cal program, administered under Title XIX of 
the federal Social Security Act, provides funds to health care providers for 
the cost of care delivered to public assistance recipients, and other in­
dividuals whose medical costs exceed their ability to pay, All SSI/SSP 
recipients are eligible for Medi-Cal health care. During 1981-82, 476,180 
individuals, or 69 percent of all SSI/ SSP recipients, utilized Medi-Cal reim­
bursed fee-for-service care. An undetermined number of additional SSI/ 
SSP recipients utilized other Medi-Cal services provided through prepaid 
health plans, dental· plans, and other categories of service paid for on a 
per-capita basis. The average monthly cost of fee-for-service Medi-Cal 
services utilized by SSI / SSP recipients during .1981-82. was $188. In addi­
tion to regular Medi-Cal benefits, some SSI/SSP recipients received Long­
Term Care (LTC) benefits. The -LTC payments are made to skilled nurs­
ing facilities and intermediate care facilities to cover the cost of board and 
care of beneficiaries. Because Medi-Cal covers the cost of room and board, 
SSI/SSP recipients receive only an SSI/SSP personal and incidental needs 
allowance of $25. .. 

In-Home Supportive Services. The In-Home Supportive Services 
(IHSS) program, funded in California under Title XX of the Social Secu­
rity Act, provides domestic and personal care services to aged, blind, and 
·disabled individuals with the goal of preventing institutionalization.·The 
SSI/ SSP recipients are eligible for this service. Other individuals may be 
eligible for IHSS if they meet all SSI / SSP eligibility criteria but have excess 
income. Monthly payments are made to providers on behalf of IHSS 
recipients. The authorized payment level is based on need, as determined 
by county social workers. Recipients who receive 20 or more hours of 
specified IHSS service each month are eligible for. higher maximum 
monthly benefits ($838 in 1981-82) than other IHSS recipients ($581 in 
1981-82). During 1981-82,93,459 SSI/SSP recipients received IHSSserv-
ices. . 

Low-Income Energy Assistance. During 1981-82, $76 million was 
made available in California to provide cash assistance to low-income 
households to help them pay the cost of the energy they used. Categorical 
public assistance recipients, such as SSI/ SSP reCipients, are automatically 
eligible for this assistance, which is not considered in calculating the 
amount of the SSI/SSP cash grant. During 1981-82, approximately 267,053 
SSI/SSP recipients received a cash grant under this program. The average 
annual benefit provided under the Home Energy Assistance Program in 
1981-82 was $110. An undetermined number of SSI/SSP recipients also 

. received (1) up to $300 in emergency help in paying energy bills and (2) 
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grants of up to $1,000 to weatherproof their homes. 
Housing Programs. Several housing assistance programs are available 

to low- and moderate-income households. These households may receive 
(1) subsidized shelter as tenants in public housing complexes owned and 
operated by local public housing authorities or (2) rental assistance in new 
or rehabilitated units owned by public or private agenCies. The availability 
of housing assistance and income eligibility thresholds vary among the 
counties. It is estimated that in 1981-82, approximately 9,834 SSI/SSP 
recipients resided in public housing and an additional 144,784 SSI/SSP 
individuals received rental assistance. 

Senior Nutrition Programs. The Department of Aging administers 
community-based programs providing meals to the elderly either at group 
sites or in the recipient's home. All individuals age 60 or older are eligible. 
All aged individuals receiving SSI/SSP grants are therefore eligible to 
receive this service. Access to these nutrition programs is limited, howev­
er, because (1) the programs are small, serving only a small portion ofthe 
potential clients and (2) there are regional variations in the availability of 
the services. Approximately 419,000 individuals, or 12.3 percent of the 
population aged 60 years or older received meals at 821 sites in California 
in 1981-82. Another 1.9 percent of the eligible population were served 
meals in their homes. Because of the open-door policy of these centers, 
which require no affiliation with other state programs, it is not possible to 
quantify the benefit to SSI/SSP recipients. . 

Calculation of A verage Benefits. Table 8 shows the average value of 
benefits received by SSI/SSP eligible individuals in 1981-82. The averages 
are calculated in two ways. The " Average Cash Value of Benefits Re­
ceived" shows the average benefit value per individual receiving the 
particular benefit. For example, in the case of those SSIISSP participants 
who received social security payments, the average value of the payment 
per recipient was $283. The "Value of Benefits Averaged Over All SSI / SSP 
Recipients" gives the average benefit value for all individuals in the SSI/ 
SSP program, including both those who did not receive the particular 
benefit as well. as those who did. As a result, this measure of benefits 
received per SSI/SSP individual is less than the average benefit received 
per participating individual. 

Difficulties in Calculating Benefits Received by SSIISSP Eligibles. 
The average benefit value provides the best available picture of the total 
benefits received by SSI/SSP individuals. Like all averages, however, it 
conceals differences among individual recipients. In using the information 
contained in Table 8, it should be kept in mind that: 

• Not all SSI/SSP recipients are eligible for all benefits. Some benefits 
are contingent upon health or degree of physical impairment. 

• The availability of some benefits is limited. Some programs are geo­
graphically limited. In other cases, the ability of SSI/SSP recipients to 
travel to the site where services are provided is limited. In yet other 
cases, some individuals may not be aware that a particular benefit is 
available. 

• Some SSI/SSP recipients may choose not to receive some benefits. 
They may use alternative resources, such as family, friends, the 
church and other nonprofit service providers, or they may choose to 
fend for themselves in an effort to gain or maintain independence. 
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• The average number of persons receiving a benefit, as shown in the 
table understates the number of persons who use the program over 
the c'ourse of a year. Because some recipients are enrolled for only 
part of the year the program provides aid to more individuals in the 
state than the ~onthly average figure would imply. 

Table 8 
Monthly Benefits Available to SSI/SSP Recipients· 

1981-82 
Value of Value of 

Percent Average Benefit Benefit 
of Cash Averaged Averaged 

Recipients Total Value of OverAll Over aU 
Using SSIISSP Benefit SSIISSP SSIISSP 

Benefit Benefit Caseloadb Received Recipients Couples 
SSI/SSP cash grant ............................ 692,700 100.0% $252.64 $252.64 $404.10 
Social security payments (RSDHI) 397,112 57.3 283.13 162.23 415.92 
Medi-Cal health care c .................... 476,180 68.7 188.18 129.28 258.56 

Long-tenn care .............................. 67,360 9.7 757.51 73.48 g 

In-home supportive services, do-
mestic and personal care as-
sistance ........................................ 93,459 13.5 213.85 28.87 28.B7 h 

Public housing e •.......••••.........•.•........ 9,834 1.4 68.90 0.96 0.96 1 

Rental subsidies ef •••••••••••••••••••••••.•••••• 144,784 20.9 57.24 11.96 11.96 1 

Average Total Monthly Benefits .. $659.42 $1,120.37 
Average Total Annual Benefits .... $7,913.04 $1,344.44 
LIHEAPd ............................................ 267,053 38.6 $110.0 $42.46 $42.46' 
Average Total Annual Benefits wI 

LIHEAP ...................................... $7,955.50 $13,486.90 
• Source: Deparbnents of Health Services, Social Services, HoUsing and Community Development, and 

Employment Development, Office of Economic Opportunity, and federal Deparbnent of Housing 
and Urban Development and the Social Security Administration, 

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

C Fee-for-seIvice users only. Other Medi-Cai service categories, such as dental and prepaid health plans, 
are delivered on a per capita basis. Data on the utilization of these nonfee-for-service categories by 
public assistance recipients is unavailable at this time. 

d Cash benefits shown are total payments rather than monthly benefit. 
e Housing assistance caseloads are based on a household size of two with a monthly income of $791 (aged 

couple). Housing authorities and state and federal deparbnents do not maintain specific data on 
public assistance. recipients who reside in subsidized housing. 

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

g Couples classified as two individuals for LTC. 
h No data available. Assumes same level of benefit as for individual living alone. 
, Benefit is calculated on basis of household, regardless of size. 

The Importance of the SSIISSP Grant. Table 8 shows the importance 
of the basic SSI/SSP grant in maintaining the income of recipients. The 
grant accounts for 38 percent of the average cash subsidy to individuals. 
Social security benefits account for 25 percent of the benefits available to 
SSI/SSP recipients. 

SSI/SSP Caseload Projections 
We withhold recommendation on $937,31~fH)() requested to fund case­

load levels in 1983-84, pending the May revision of caseload estimates. 
The budget projects that the average number of persons receiving as­

sistance through the SSI/SSP program each month during 1983-84 will 
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decrease by 3,446 or 0.5 percent, from the 1982-83 level. This decrease is 
expected to reduce expenditures under the program by $22,187,000 in . 
1983-84, of which $7,950,000 represents federal funds and $14,237,000 will 
be saved by the General Fund. Table 9 shows the caseload projections for 
1983-84, by category of recipient. 

Table 9 
SSI/SSP Average Number of Persons Receiving Assistance Per Month 

1982~ and 1983-84 

Category of Recipient 
Estimated 

1982-83 
Projected 
1983-84 . 

Change 
Persons Percent 

Aged ......................................................................... . 285,933 
17,571 

365,996 

283,300 
17,354 

365,400 

-2,633 -0.9% 
Blind ........................................................................ .. -217 -1.2 
Disabled .................................................................. .. -596 -0.2% 

Totals ................................................................ .. 669,500 666,054 -3,446 -0.5% 

Budget /gnoresCaseload Trend. The Department of Social Services 
(DSS) projects that the· number of aged and disabled persons qualifying 
for assistance under the SSI/ SSP program will continue to decline during 
the current year. Actual caseload data shows that the decline in the aged 
caseload started in January 1981, and the decline in the disabled caseload 
started in July 1981. 

The department estimates that the SSI/SSP caseload will continue to 
decline through June 1983 at which time it will level off and remain 
relatively constant during 1983-84. The basis for the department's projec­
tion of a relatively stable caseload after June 1983 is its assumption that 
downward trends in caseload cannot continue indefinitely. 

P 
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Chart 3 indicates that the department's assumption may result in case­
load being overestimated for the budget year. It compares the caseload 
projection included in the budget with what caseload would be if recent 
trends continue. As the chart indicates, the department's projection of the 
aged caseload exceeds the projection based on recent trends by an aver­
age of 9,400 cases per month. The department's estimate of the disabled 
caseload is 3,725 monthly cases more than the trend-based population. If 
actual caseload trends observed between June and November 1982 contin­
ue throughout 1983-84, the General Fund requirement for the SSI/ SSP 
program will be considerably lower than the department has projected. 

Caseload Estimates Will Be Revised DSS advises that caseload esti­
mates for all categories of eligibles will be revised as part of the May 
revision of expenditures. Accordingly, we withhold recommendation on 
$937,318,000 requested from the General Fund to support the SSI/SSP 
caseload, pending the May revision of expenditures. 

We recommend that funds proposed to support the increased caseload 
anticipated as a result ofCh 328182 (AB 799) be reduced to reflect actual 
caseload experience to date, for a General Fund savings of $6,387,()(}(). 

Background. Chapter 328, Statutes of 1982 (AB 799), eliminates the 
special income deduction for aged, blind, and disabled persons receiving 
Medi-Cal services under the Medically Needy (MN) program. The special 
income deduction allowed aged, blind, and disabled persons who were 
eligible, but not receiving SSIISSP, to receive medical services under the 
Medi-Ca~ program at no cost or at a reduced share of cost. With the 
elimination of the special income deduction, some of these individuals will 
now be found to have excessive income, and will lose their "no-share-of­
cost" status under the Medi-Cal program. Because these individuals are, 
by definition, eligible for the SSII SSP program, they could retain their 
"no-share-of-cost" status by applying for and receiving SSIISSP benefits. 
(SSIISSP recipients do not pay a share of costs for Medi-Cal benefits.) 

Estimates of Increased Caseload. DSS estimates that 26,000 individuals 
will apply for and receive SSI / SSP as a result of the elimination of the 
special income deduction by Chapter 328. The budget requests a total of 
$7,984,000 from the General Fund to finance grants to these individuals. 
The estimate assumes that: 

• All individuals eligible for SSIISSP and who previously received the 
Medi-Cal special income deduction, will apply for the SSIISSP pro­
gram on October 1, 1982; 

• The General Fund will have to fund 100 percent of the grants to these 
individuals. This is based on the department's belief that most of the 
individuals who chose not to apply for SSIISSP grants in the past are 
eligible for relatively small grant payments because they have rela­
tively large amounts of other income. Because other income is de­
ducted first from the federal SSI grant, this would mean that the costs 
of the grants to these persons would be supported entirely by the 
General Fund. 

• The average cost per case each month would be $47. 
Analysis. Based on actual caseload data for September through No­

vember 1982, we believe DSS has significantly overestimated the impact 
of Ch 328/82 on caseload growth. Table 10 suggests that significantly fewer 
individuals applied for SSII SSP after the special income deduction was 
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eliminated than the number originally estimated by the department. The 
department projected an aged caseload for October of 295,000, including 
277,000 "basic" cases and 18,000 cases attributable to the elimination of the 
Medi-Cal special income deduction. The actual caseload for October was 
279,400, suggesting that only 2,400 aged individuals (279,400 - 277,000 
= 2,400) applied for the SSI/SSP program during the month as a result 
of the change made by Ch 328/82, Actual data for the disabled caseload 
lead to a similar conclusion. The department's Oct()ber caseload estimate 
of 370,000 included 362,000 "basic" cases and 8,000 cases attributed to Ch 
328/82. The actual disabled caseload for the month, however, was only 
363,500, indicating an increase of approximately 1,500 disabled cases (363,-
500 - 362,000 = 1,500) due to elimination of the special income deduc­
tion. Therefore, we estimate that the total caseload growth in October 
attributable to AB 799 was 3,900(2,400 aged and 1,500 disabled individu­
als). November caseloads indicate that approximately 700 more individu­
als may have applied for SSI/SSP as a result of AB 799. 

At the time this Analysis was written, DSS had .not received actual 
caseload data for December. The Department of lIealth Services' esti- ' 
mate of actual Medi-Cal caseloads, however, suggests that by December, 
a total of 5,100 individuals were receiving SSI/SSP as a result of AB 799. 
This is only 20 percent of the 26,000 aged and disabled individuals that DSS 
expected to apply for SSI/SSP as ~ result of Chapter 328's elimination of 
the special income deduction. ' 

Table 10 

Impact of A,B 799 on SSI/SSP, Aged 
And Disabled Caseload 

(in thousand case months) 

Aged 
Projected Projected Projected 
Caseload Caseload Caseload 

Excluding Including Actual Excluding 
AB799 AB799 Caseload AB 799 

September .................................. 278.5 278.5 280.2 362.6 
October ...................................... 277.0 295.0" 279.4 362.0 
November .................................. 275.5 293.5 278.2 361.4 

Disabled 
Projected 
Caseload 
Including 
AB799 

362.6 
370.0b 

369.4 

Actual 
Caseload 

363.3 
363.5 
363.3 

• Includes 18,000 case months projected to result from elimination of Medi-Cal special mcome deduction. 
b Includes 8,000 case months projected to result from AB 799. 

Conclusion. ,Our analysis indicates that the impact of AB 799 on the 
SSI/SSP caseload has been significantly less than what is reflected in the 
budget. Given that only about 20 percent, or 5,100 individuals, of the 
potentially eligible population has applied for SSI/SSP in order to retain 
their "no-share-of-costs" status under Medi-Cal, we recommend that the 
$7,984,OOOrequested for this caseload be reduced accordingly. Specifically, 
we recommend a General Fund reduction of $6,387,000 to reflect actual 
caseload experience to date attributable to the Legislature's enactment of 
AB 799. 

Federal Fiscal Liability 
We recommend a General Fund reduction of$5,Soo,OOO to reflect addi­

tional federal reimbursements anticipated as a result of (1) federal re­
quirements regarding uncashed SS/ISSP checks and (2) Federal Fiscal 
Liability (FFL) for the period January 1974 to March 1979. 
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The Supplemental Report of the 1982 Budget Act required the Depart­
ment of Social Services (DSS) to provide the Legislature with a report on 
the status of all unresolved federal and state funding disputes regarding 
the SSIISSP program. Based on our review of that report, we conclude 
that General Fund support for the SSIlSSP program in 1983-84 can be 
reduced by $5.8 million. This reduction is warranted by the additional 
federal funds that can be anticipated. These additional funds, which may 
be treated as a "credit" against the payment that the state is required to 
make to the Social Security Administration to cover the cost of SSP grants, 
are attributable to two factors: (1) Uncashed state checks and (2) Federal 
Fiscal Liability (FFL) for the period January 1974 to March 1979. 

Uncashed Checks. The Socia.l Security Administration (SSA) adminis­
ters California's SSP program in conjunction with the SSI program. Each 
month, SSIISSP recipients receive from SSA a U.S. treasury check which 
includes the combined SSIISSP payment. Currently, there is no time limit 
placed on the cashing of the SSII SSP checks and each year a. certain 
number of SSI/SSP checks are not cashed. Sufficient federal and state 
funds to cover both the SSI and SSP portions of the unnegotiated checks 
are retained by the federal government. 

Recent federal law requires that uncashed SSP funds will be returned 
to states. The SSA must now credit the state's SSP account for all un­
negotiated checks 180 days after issuance. In addition, all funds for checks 
previously issued and remaining uncashed must be returned. 

The SSA estimates that $4.6 million in California SSP funds currently are 
being held by the U.S. Department of the Treasury to cover uncashed 
SSI/SSP benefit checks dating back to January 1974. The SSA based its 
estimate on the state's share of caseload for all federally administered SSP 
programs and applied that percentage to the combined state share of 
funds being held for the checks. 

With one exception, all of the states have agreed to the methodology 
used by the SSA in determining how much is due each state. Michigan, 
however, contends that states with significant caseloads of federally fund­
ed refugees-including California-are favored by the settlement because 
the total caseload figures used in determining each state's share include 
refugees even though no state funds are used for SSI/SSP payments to 
refugees. The department does not anticipate that Michigan's objections 
concerning the formula will delay an initial settlement. At the time this 
analysis was written, however, the federal government had not credited 
California for its share of the uncashedSSI/SSP checks. . 

Federal Fiscal Liability. The federal quality assurance program peri­
odically samples SSII SSP caseload data to identify errors made by the SSA 
in granting eligibility or in making payments to eligible individuals. The 
state then reviews a portion of the federal sample to test the accuracy of 
the federal review. The dollar error rates identified by the federal review 
are adjusted by the findings from the state review. This results in a dollar 
error rate for each review period, and is referred to as the amount of FFL 
owed to the state for the period. 

The state Auditor General has determined that the amounts of FFL due 
California have been understated because the SSA failed on several occa­
sions to properly reflect state quality control (QC) findings in the final 
error rate. 

The SSA has agreed that the state QC findings in 22 cases were not 

--- --------------------
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included in the final errOr rate,and has agreed to revise FFL calculations 
for the periods in which these cases occurred. The Auditor General esti­
mates than an additional $1.2 million in FFL will result from these adjust­
ments. The SSA, however, has delayed crediting the state with these 
funds. 

Conclilsion. State officials advise that the federal government may 
credit the state during 1982-83 for the amounts that it is due .as a result 
of unnegotiated checks and FFL. No adjustment, however, has been made 
to estimated .1982-83 General Fund expenditures to reflect the anticipated 
$5.8 million reduction in General Fund expenditures to support the SSI/ 
SSP program. Because formal settlement of these issues may be delayed 
into the budget year, we recommend that the 1983-84 General Fund 
request be reduced by the amount of the anticipated settlement, for a 
General Fund savings of $5.8 million. 

Linking Federal Fiscal Liability to State AFDC and Medi-Cal Error. Rates 
We recommend that the Legislature adopt budget billlanguagerequir­

ing the DSS to notify the Joint Legislative Budget Committee and the 
fiscal committees 30 days prior to amending those provisions of the SSII 
SSP contract with the federal government regarding limitations on the 
payment of Federal Fiscal Liability. .. 

On March 24, 1982, DSS and the federal Department of Health and 
Humari Services (DHHS) signed a new contract which provided for con­
tinued federal administration of the SSI/ SSP program in California. The 
contract contained numerous provisions governing the administration of 
the SSI/SSP program. One of the provisions requires the state to renegoti­
ate the contract once DHHS has issued new regulations regarding Federal 
Fiscal Liability (FFL) for administration of the SSI/SSP programs. It is 
anticipated that the new regulations will limit California's ability to recov­
er state funds which were misspent by the federal government in connec­
tion with the SSI/SSP program for any period after October 1, 1980 in 
which the state receives a waiver of quality control sanctions in the Aid 
to Families with Dependent Children (AFDC) or Medi-Cal programs. 

Background. A state which has an SSP program is given the option of 
administering the program itself or having the program administered by 
the federal government. California has elected to have the federal Social 
Security Administration (SSA) administer its SSP program. The federal 
gov~rnment pays the costs of a.dministe.ring the SSI/SSP program in Cali­
forma. 

Federal and state responsibilities under the SSI/SSP program are gov­
ernedby contracts negotiated between each state and the federal govern­
ment. The current contract between California and the SSA has been 
operative since October 1, 1979. In the interim, it has undergone periodic 
renegotiation and revision. The most~recent major revisions to the con­
tract were signed on March 24, 1982. 

Provisions of the Most-Recent Contract. The revised contract makes 
several major changes in administration of the program. Some of these 
changes are advantageous tothe state. One revision, however, is potential­
ly damaging to the state's interests. This revision requires that the contract 
be renegotiated to include provisions limiting the payment of FFL to the 
state if it receives a waiver of federal fiscal sanctions for errors in the 
AFDC or Medicaid programs. (This provision is commonly referred to as 
"linkage. ") 

The extent to which the state's financial interest will be affected by 
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linking FFL with waivers of AFDC and Medi-Cal sanctions will depend 
upon the specific provisions of the regulations promulgated by DHHS. At 
the time that the "linkage" provision was included in the contract, Federal 
regulations specifying the nature of this "linkage" had not been drafted. 

Potential Impact of Linkage. Our analysis identified four potential 
problems with the linkage concept: . 
. 1. There is no conceptual basis for linking fiscal responsibility in the 

SSI/SSPprogram with sanctions under either the AFDC or the Medi-Cal 
program. . . 

2. The linkage provisions may prevent the state from recovering state 
funds misspent by the federal government. 

3. Linkage could force the state to make uninformed choices between 
seeking FFL and requesting that sanctions in the AFDC and Medi-Cal 
programs be waived . 

. 4. The sanctionable error rates are not equal across the affected pro-
grams. . . ' 

No Basis for Linkage. It makes little sense to link administrative errors 
in SSI/SSP to those made under AFDC or Medi-Cal because the programs 
are different and therefore generate different and unrelated administra­
tive errors. These programs serve different clienteles that must meet 
different eligibility criteria. They are administered at different levels of 
government, and have different requirements for federal and state par­
ticipation. 

For example, the SSI/SSP program is administered at the federal level. 
It consists of a fixed federal grant payment, to which the state chooses to 
add a supplemental benefit. The AFDC program is administered by the 
counties on behalf of the state, while Medi-Cal is administered by the state. 
In summary, "linkage" strives for direct administrative trade-offs where 
none logically exist. . 

Potential for Loss of Federal Funds. While it is difficult to assess the 
fiscal effect of linkage in the absence of regulations, past .FFL settlements 
demonstrate that linkage could be costly to the state. California has recov­
ered a total of $86,663,000 in FFL for various QC review periods from 1974 
to 1980. In fiscal year 1982--83 alone, the state recovered $26 million in FFL 
owed for past periods. This recovery helped balance that year's budget. 

Potential for Uninformed Choice. The possibility exists that, for a 
given AFDC review period, the state will have to decide whether to 
request a waiver of the AFDC sanctions without knowing what the FFL 
is for that period. For example, initial estimates of AFDC error rates for 
the period October 1980 to March 1981 were available in September 1982. 
The DHHS informs us that a letter of liability for sanctions will be sent to 
the state during the next several months. Once California receives the 
federal notification, it will have 65 days in which to request waivers. The 
final estimate of FFL under the SSI/ SSP program for the same period, 
however, is not yet available and may not be known by the time the state 
must decide whether or not to request a waiver of the AFDC sanctions 
for the October 1980-March 1981 period. The federal government has 
indicated that for the October 1980 to March 1981 period, the state faces 
potential AFDGsanctions of $34.0 million and potential FFL recoveries of 
$13 million. While the choice to seek waivers seems clear in this instance, 
no guarantee exists that in subsequent periods, FFL and sanctionable 
errors in the AFDC or Medi-Cal programs may not be more-nearly equal. 
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Under such circumstances, the state could choose the higher cost option 
because it does not have the information it needs to make an informed 
choice. 

Error Rate Thresholds Are Unequal. The thresholds for triggering 
sanctions in the AFDC and SSI/ SSP programs are significantly different. 
Under federal regulations, the state is subject to sanctions in the AFDC 
and Medi~Cal programs for errors in excess of 4.0 percent for the period 
October 1980 to September 1982. After October 1, 1982, errors above 3.0 
percent are sanctionable. The rate above which the federal government 
is liable for errors in the SSI/SSP program, however, is still 4.0 percent. In 
other words, while the federal government believes that state errors in 
administering the AFDC and Medi-Cal programs should decline over 
time, it does not provide for a comparable reduction in federal errors in 
administering the SSI/SSP program. Thus, lower sanctionable error rates 
in state-administered programs increase the state's liability for errors, 
relative to the federal government's liability due to errors. 

Conclusion. While the department has agreed to the "linkage" provi­
sion, it is .unable to assess. the impact of this provision on the state costs 
under the SSI/SSP program. This is because regulations governing "link­
age" have not yet been promulgated. In fact, not even draft regulations 
have been provided to the state. Thus, neither we nor the department are 
able to say to what degree "linkage" will limit the state's ability to recover 
state funds misspent by the federal government. On the one hand, the 
regulations could impose a dollar-for-dollar trade-off between FFL and 
AFDC or Medi-Cal errors. If this were done, the state could still recover 
any amount of FFL in excess of the waivers. On the other hand, regula­
tions could impose a blanket prohibition on the recovery of any FFL for 
any period in which waivers are requested. This might mean that the state 
would have to forego FFL recoveries even when the amount exceeded 
AFDC or Medi·Cal sanctions. 

Because the lihkage provisions are potentially harmful to the state's 
financial interest; we believe the Legislature should have an opportunity 
to review any agr-eement between the state and the SSA regarding linkage 
before it becomes effective. We therefore recommend that the following 
Budget Bill language be adopted, requiring the DSS to notify the Joint 
Legislative Budget Committee and the fiscal committees 30 days prior to 
amending that provision of the SSI/SSP contract with the federal govern­
ment regarding limitations on the payment of FFL. 

"Provided further, that the Director of the Department of Social Serv­
ices shall not amend the SSIISSP contract with the federal government 
regarding limitations on the payment of Federal Fiscal Liability until 
after 3~ days no~ification i~ writing to the Joint Legislative Budget 
CommIttee and fiscal commIttees of the proposed amendments to the 
contract." 

Federal Fund Offset of SSP for Refugees 
We recommend that the Legislature adopt Budget Bill language prohib­

iting funds budgeted for the Refugee Resettlement Program (RRP) and 
the Cuban/Haitian Entrant Program (CHEP) under Item 5180-111-866 
from being advanced to the Social Security Administration (SSA) unless 
sufficient federal funds remain after expenditures have been made for the 
Refugee Cash Assistance (RCA)7 AFDa and county administration pro­
grams. 

In Item 5180-111-866, the budget requests $12,121,000 in federal Refugee 
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Resettlement Program (RRP) and. Cuban/Haitian Entrant Program 
(CHEP) funds to pay the cost of the SSP portion of SSI/SSP grants pro­
vided to time-eligible refugees and entrants residing in California. Time­
eligible refugees and entrants are individuals who have not been in this 
country for more than 36 months. As a result, the federal government pays 
the entire cost of the grants provided to these individuals. . 

Possible Delays in Receiving Federal Funds. In our analysis of Item 
5180-131, refugee cash assistance programs,we discuss in detail the delays 
in receiving RRP and CHEP funds California experienced during FFY 82. 
Our analysis indicates that these delays resulted in aloss of$I.9 million in 
potential General Fund interest earning, and that siririlar delays are possi­
ble during FFY 83 and FFY 84~ In addition, we concluded thataEproxi­
mately $0.6 million in lost interest earnings could have been avoidea if the 
administration had adopted a policy of using available RRP and CHEP 
funds to pay for refugee cash assistance, AFDC, and medical assistance 
costs before providing advances to the SSA for the SSP portion of SSI! SSP 
payments to time-eligible refugees. . 

In order to reduce the loss of General Fund interest earnings, we recom­
mend that the Legislature require the department use RRP and CHEP 
funds first to pay for refugee cash assistance, AFDC, and medical assist­
ance costs and then, to the extent that sufficient RRP and CHEP funds 
remain, for advances to the SSA for the SSP portion of SSI/SSP payments 
to time-eligible refugees. 

The following proposed Budget Bill language would implement this 
recommendation: 

"Provided that no funds appropriated under Item 5180-111-001 shall be 
used for advances, or other payments, to the Social Security Administra­
tion for that portion of state supplemental payments which the Director 
of the Department of Finance estimates to be attributable to payments 
made to refugees and entrants who have been in this country for less 
than 36 months. 
Provided further that no funds appropriated under Item 5180-111-866 
for the SSP portion of SSI/SSP payments to refugees and entrants who 
have been in this country for less than 36 months shall be advanced to 
the SSA during any quarter of 1983-84 for which the Director of the 
Department of Finance has determined that sufficient federal·Refugee 
Resettlement Program (RRP) and Cuban/Haitian Entrant Program 
(CHEP) funds have not been made available by the federal govern­
ment to meet the needs for RRP andCHEP for the anticipated expendi­
tures during that quarter under Items 5180-10l-866-:-AFDC and 
5180-131-866-:-refugee cash assistance programs." 

.' 
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Department of Social Services 

SPECIAL ADULT PROGRAMS 

Item 5180-121 from the General 
Fund and Social Welfare Fed­
eral Trust Fund Budget p. HW 144 

Requested 1983-84 ......................................................................... . 
Estimated 1982-83 .............................•.............................................. 
Actual 1981-82 ................................................................................. . 
Total recommended reduction ................................................... . 

1983-84 FUNDING BY ITEM SOURCE 
Item Description 
5180-121-OO1-Special Adult Programs 
5180-121-866-Special Adult Programs 

GENERAL· PROGRAM STATEMENT 

Fund 
General 
Federal 

$1,708,000 
1,708,000 
2,046,000 

None 

AInotint 
$1,708,000 

(40,000) 

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

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

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes a General Fund appropriation of $1,708,000 for 

special adult programs administered by the Department of Social Services. 
in 1983-84. The proposed funding level is the same as the 1982-83 estimat­
ed expenditure level. This is $461,000 less than the amount. appropriated 
for special adult programs in the current year. The difference is due 
primarily to lower~than-anticipated expenditures under the special cir­
cumstances program. 

Special Circumstances 
The Special Circumstances Program provides adult recipients with fi­

nanCial assistance in times of emergency. Payments up to specified max­
imumamounts can be made to replace furniture, equipment, or clothing 
which is damaged or destroyed by a catastrophe. Payments also are made 
for moving expenses, housing repairs, and emergency rent. In addition, 
the Special Circumstances Program reimburses foster parents for the cost 
of burying a foster child who was in their care at the time of death. 

The budget proposes funding the Special Circumstances Program at the 
current-year estimated expenditure level of $1,598,000, thus assuming nei­
ther any caseload growth nor any increase in average benefits during 
1983-84. The budget estimates that an average of 584 persons will receive 
assistance under the Special Circumstances Program each month during 

·1983-84. Itfurther assumes that the average payment will remain con$tant 
at the level estimated for 1982--83-$225. 
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Special Benefits 
The special benefits program provides funds toSSP recipients who have 

guide dogs. Under the program, approximately 300 persons receive a 
special monthly allowance to cover the cost of f00d for their guide dogs. 
The budget proposes General Fund expenditures of $110,000 for these 
allowances in 1983-84. 

Temporary Assistance for Repatriated Americans 
The federal repatriate program is designed to provide temporary help 

to needy U.S. citizens returning to the United States from foreign coun­
tries because of destitution, physical or mental illness, or war. Recipients 
can be provided temporary assistance to meet their immediate needs and 
continuing assistance for a period of up to 12 months. County welfare 
departments administer the program, based on federal and state guide­
lines. The program is 100 percent federally funded. Expenditures for the 
budget year are proposed at $40,000, the same amount estimated to be 
expended in the current year. 

Department of Social Services 

REFUGEE CASH ASSISTANCE PROGRAMS 

Item 5180-131 from the Social 
Welfare Federal Fund Budget p. HW 146 

Requested 1983-84 .......................................................................... $97,941,000 
Estimated 1982-83............................................................................ 117,399,000 
Actual 1981-82 .................................................................................. 195,075,000 

Requested decrease $19,458,000 (-16.6 percent) 
Total recommended reduction ..................•................................. None 

GENERAL PROGRAM STATEMENT 
The Department of Social Services (DSS) is the single state agency 

designated to receive federal funds to provide cash grants, medical assist­
ance, and social services to refugees and Cuban/Haitian entrants. These 
funds are made available through the federal Refugee Resettlement Pro­
gram (RRP) and Cuban/Haitian Entrant Program (CHEP). The state 
budget appropriates these federal funds in various budget items. 

This item appropriates the ERP andCHEP funds which pay for the cash 
and medical assistance provided to refugees and Cuban/Haitian entrants 
who do not meet the eligibility requirements for the Aid to Families with 
Dependent Children (AFDC) and the Supplemental Security Income/ 
State Supplementary Payment (SSI/SSP) programs. S. pecifically, the RRP 
and CHEP funds budgeted under this item are for: 

• The costs of the Refugee Cash Assistance (RCA) and Entrant Cash 
Assistance (ECA) programs which provide cash grants to refugees 
and entrants who (1) have been in this country less than 18 months 
and (2) are not eligible to receive payments under the AFDC and 
SSI / SSP programs; 

• Reimbursements to counties for their costs of providing general assist-
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ance cash grants to refugees and entrants who have been in this 
country for more than 18 months but less than 36 months. . ... 

• Reimbursements to the Departments of Health Services (DHS) and 
Developmental Services (DDS) for a portion of the costs of medical 
assistance provided to refugees and entrants who have been in this 
category for less than 36 months. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes expenditures of $97,941,000 in federal RRP and 

CHEP funds for the refugee programs supported by this item. This is a 
reduction of $19,458,000, or 17 percent, below estimated current-year ex­
penditures. This reduction is due primarily to: 

• The expiration of some refugees' and entrants' eligibility to receive 
medical assistance under the RRP and CHEP. Upon reaching their 
36th month in this country, refugees and entrants are no longer eligi­
ble to receive RRP and CHEP funds; These time-expired refugees and 
entrants may, however, continue to receive medical assistance if they 
qualify for Medi-Cal or for a county's medically needy program. 

• Federal action limiting eligibility for the RCA and ECA programs to 
18 months, instead of 36 months. Prior to May 1, 1982, refugees and 
entrants who were ineligible for AFDC or SSI/SSP but who met most 
of the income and resources eligibility requirements of the AFDC 
program were eligible to receive cash assistance under the RCA or 
ECA programs until they had been in this country for 36 months. As 
of May 1, 1982, however, cash .assistance under the RCA and ECA 
programs is available only to refugees and entrants who have been in 
this country for less than 18 months. The federal government will, 
however, reimburse counties for. general assistance and medically 
indigent program expenditures on behalf of refugees and entrants 
during their second 18 months in this country. The DSS estimates that, 
on May 1, 1982, approximately 22,500 refugees became ineligible for 
RCA and ECA due to this change. The department estimates that of 
these, 6,525 qualified for comity general assistance and 15,975 re­
ceived no further aid. . 

Table 1 displays the expenditures of RRP and CHEP funds budgeted 
under this item for cash and medical assistance for 1982-83 and 1983-84. 

Table 1 

Refugee and Entrant Cash and. Medical Assistance Programs Budgeted under 
Department of Social Services Item 5180-131-866 

Cash Assistance ................................ .. 
Medical Assistance .......................... .. 

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

(in thousands) 

1982-83 
$50,145 
67,254 

$117,399 

1983-84 
$37,571 
60,370 

$97,941 

RRP and CHEP Funding for Other Programs 

Change 
-$12,574 

-6,884 

-$19,458 

Percent 
Change 
-25.1% 
-10.2% 

·-16.6% 

In addition to the RRP and CHEP funds budgeted under this item, the 
budget proposes expenditures of RRP and CHEP funds under several 
other items. Specifically, these funds are budgeted under the fo1l9»>:(Q;g 
items: .. ,." 
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REFUGEE CASH ASSISTANCE PROGRAMS-Continued 

• Departmental Support-Item 5180-001. RRP and CHEP funds 
budgeted under this item are used to fund the costs incurred by the 
departmel1t in administering cash assistance and social serv~ces pro­
grams for refugees and entrants. 

• AFDC-Item 5180-101. RRP and CHEP fuuds budgeted under this 
item are used to pay the state and county share of costs of AFDC 
payments made to refugees and entrants who have been in this coun­
try for less than 36 months (Referred to as time-eligible). Thus, the 
cost of assistance provided time-eligible refugees and entrants is fund­
ed 100 percent by the federal government. 

• SSIISSP-Item 5180-111. RRP and CHEP funds budgeted under this 
item are used to pay the SSP portion of SSI/SSP payments to time­
eligible refugees and entrants. Federal funding for the SSP portion of 
SSI! SSP grants is only available for time-eligible refugees and en­
trants. 

• County Administration---Item5180-141. RRP and CHEP funds 
budgeted under this item are used to pay the state and county share 
of the .costs of administering the AFDC, RCA, ECA, and general 
assistance programs. These fun.ds are only available for county ad­
min!strativ~ costs incurred on behalf of time-eligible refugees. 

• SocIal ServIces Programs-Item 5180-151. RRP funds budgeted un­
der this item pay for (1) supportive services, such as In-Home Sup­
portive Services and child protective . services and (2) 
employment-related services, such as Vocational English-as-a-Second 
Language. Social Services funded through RRP funds are available to 
time-expired as well as time"eligible refugees and entrants. 

Table 2 shows that the budget anticipates a reduction in RRP and CHEP 
expenditures of $49,821,000, or 20 percent, between 1982-83 and 1983-84. 
This reduction is primarily due to caseload decreases associated with the 
36-month limit on eligibility for RRP and CHEP funding and the 18-month 
limit on eligibility for the RCA and ECA programs. 

Table Z 

Total Expenditures of RRP and CHEP Funds 
All Budget Items 

Department of Social Services 
(in thousands) 

Program/Item Number 1982-83 1983-84 Change 
Deparbnent Support-518().()()1 ...... $5,488 $5,326 -$162 
Cash Grant~Refugees 

AFDC-5180-101 .............................. 75,894 56,130 -19,764 
SSI/SSP-5180-111 .......................... 17,981 12,121 -5,866 
Refugee Cash Assistance Program 

-5180-131 .................................. 117,399 97,941 -19,458 
County Administration-5180-141 .. 15,923 11,752 -4,171 
Social Services Programs-SI80-151 17,700 17,300 -400 

Totals .............................................. $250,391 $200,570 -$49,821 

Percent 
Change 

-3.0% 

-26.0 
-32.6 

-16.6 
-26.2 
-2.3 

-19.9% 
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Total Federal Expenditures for Time-Eligible Refugees and Entrants 
The expenditure estimates shown in Table 2 reflect only spending from 

RRP and CHEP funds. Total expenditures for cash assistance provided to 
time-eligible refugees and entrants also include spending from other fed­
eral funds not budgeted under this item. Specifically, total expenditures 
for refugee and entrant cash includes: 

• Federal Title IV-A (AFDC) funds budgeted under Item 5180-101, for 
the normal federal share of AFDC payments made to time-eligible 
refugees and entrants; and 

• Federal Title IV-A funds budgeted under Item 5180-141, county ad­
ministration, for the normal federal share of the costs of administering 
that portion of the AFDC program attributable to time-eligible re­
fugees and entrants. 

In addition, the federal government makes direct payments under the 
SSI/SSP program to eligible refugees and entrants who reside in Califor­
nia. 

Table 3 displays total federal expenditures for cash assistance to time-
eligible refugees and entrants who reside in California. .. 

Table 3 

Total Expenditures for Cash Assistance to Time-Eligible 
Refugees and Entrants Residing in California 

By Program and Funding Source 
1982-83 and 1983-M 

(in thousands) 

Program/Funding Source 1982-83 1983-84 Change 
1. AFDC-federal Title IV-A ............................ $70,217 $54,913 -$15,304 

AFDC-RRP and CHEP .............................. 75,894 56,130 -19,764 
·Subtotals, AFDC ...................................... $146,1ll $111,043 -$35,068 

2. SSI/SSP-SSI portion ...................................... $24,091 $19,041 -$5,050 
SSI/SSP-SSP portion (RRP and CHEP) 17,987 12,121 -5,866 

Subtotals, SSI/SSP .................................. $42,078 $31,162 -$10,916 
3. Refugee and Entrant Cash Assistance ...... $39,812 $30,621 -$9,191 
4. County general assistance--RRP and 

CHEP ................................................................ $10,333 $6,950 -$3,383 
5. County Administration-Federal Title 

IV-A .................................................................... $7,155 $5,463 -$1,692 
County Administration-RRP and CHEP 15,923 11,752 -4,171 

Subtotals, County Administration ...... $23,078 $17,215 -$5,863 
Totals .............................................................. $261,412 $196,991 -$64,421 

Federal Fund Source: 
RRP and CHEP Funds .................................. $159,949 $117,574 -$42,375 
All Other Federal Funds ................................ 101,463 79,417 -22,046 

Costs of Time-Expired Refugees and Entrants 

Percent 
Change 

-21.8% 
-26.0 

-24.0 
-21.0 
-32.6 

-25.9 
-23.1 

-32.7 

-23.6 
-26.2 --
-25.4 
-24.6% 

-26.5% 
~21.7 

Federal RRP and CHEP funds are available only for refugees and en­
trants who have been in this country less than 36 months. Refugees and 
entrants who have been in this country for 36 months or more may contin­
ue to receive cash and medical assistance through the AFDC, SSI/SSP, 
Medi-Cal, county general assistance, or county medically indigent pro­
grams if they meet the eligibility criteria for these programs. The cost of 
these time-expired refugees. and entrants is shared between the state, 
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federal, and county governments according to the specific funding ar­
rangements for each program. Table 4 displays the cost of providing cash 
assistance to time-expired refugees and entrants. 

Table 4 

Costs of Cash Assistance 
For Time-Expired Refugees and Entrants 

All Funds 
1982-83, and 1983-84 

(in thousands) 

Program/Funding Source 1982-83 1983-84 
1. AFDC 

a. General Fund ...................................................... $22,602 $46,619 
b. County funds ...................................................... 2,739 5,647 
c. Federal funds ...................................................... 23,440 51,131 

Subtotals, AFDC .............................................. $48,781 $103,397 
2. SSI/SSP 

a. General Fund ...................................................... $5,874 $U,903 
b. Federal funds ...................................................... 7,856 18,758 

Subtotals, SSI! SSP .......................................... $13,730 $30,661 
3. County Administration 

a. General Fund ...................................................... $1,U2 $2,353 
b. County funds ...................................................... 3,496 7,927 
c. Federal funds ...................................................... 2,389 5,084 

Subtotals, County Administration .............. $6,997 $15,364 
4. General Assistance, County Funds .................... $5,437 $12,753 

Totals .................................................................. $74,945 $162,175 
General Fund ................................................................ $29,588 $60,875 
County Funds ................................................................ $U,672 $26,327 
Federal Funds .............................................................. $33,685 $74,973 

Amount Percent 
Change Change 

$24,017 106.3% 
2,908 106.2 

27,691 U8.1 
$54,616 U2.0% 

$6,029 102.6% 
10,902 138.8 

$16,931 123.3% 

$1,241 111.6% 
4,431 126.7 
2,695 112.8 

$8,367 119.6% 
$7,316 134.6 

$87,230 116.4% 
$31,287 105.7% 
$14,655 125.6% 
$41,288 122.6% 

Table 4 shows that the General Fund costs of cash assistance programs 
for time-expired refugees is expected to increase by $31~8~0fJ0, or 106 
percent between 1982~ and 1983-94. During this same time period, 
county costs for cash assistance programs for time-expired refugees will 
increase by $14,655,000, or 126 percent. These increases are due to re­
fugees and entrants continuing to receive assistance after they have 
become ineligible for RRP and CHEP funding. The increased state and 
county costs shown on Table 4 represent federal costs which are being 
shifted to state and county governments becailse of the 36-month limit on 
RRP and CHEP funding eligibility. 

RRP and CHEP Funds Not Paid to California in a Timely Fashion 
The Office of Refugee Resettlement (ORR) in the Department of 

Health and Human Services (DHHS) is the federal agency responsible for 
administering RRP and CHEP funds. The ORR advances RRP and CHEP 
funds quarterly to states, based on an estimate of each state's eligible 
spending during the upcoming quarter. ORR's first quarterly advance to 
California for federal fiscal year 1982 was received on November 10, 1981 
-more than half way through the first quarter. of federal fiscal year 1982. 
Subsequent advances were made in a more timely fashion but were in 
amounts far less than the state's actual expenditures. As of December 31, 
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1982, DSS had submitted bills to the ORR totaling $281,410,070 for RRP and 
CHEP-eligible expenditures for cash and medical assistance (luring fed­
eral fiscal year 1982. Of this amount, the ORR had paid the department 
$240,500,000, or $40,917,070; less than the amount billed. California is the 
only state which has not yet received an allocation of RRP and CHEP 
funds sufficient to pay the entire cost of its expenditures for FFY 82. 

General Fund Interest Losses 
Whenever the federal government fails to advance RRP and CHEP 

funds to the State in a timely manner, the state must temporarily use 
General Fund monies to cover the costs of cash and medical assistance 
provided to time-eligible refugees. This temporarily reduces the General 
Fund balances available to meet the state's other cash requirements (or 
for short-term investment) . We estimate that the federal (lelays in advanc­
ing the RRP and CHEP funds resulted in a loss of $1.9 million in potential 
General Fund interest earnings during federal fiscal year 1982. This type 
of cost associated with the RRP and CHEP programs is not eligible for 
reimbursement from the federal government, and therefore represents a 
permanent General Fund loss. . 

When faced with a shortfall of federal refugee funds, the DSS has elect~ 
ed to spend available RRP and CHEP funds in the following order: (1) to 
advance funds to the federal government for the SSP program, (2) to pay 
expenditures incurredtmder the RCA/ECA program, (3) to pay AFDO 
costs, and (4) reimburse the Departments of Health Services and Devel­
opmental Services for medical assistance. Because RRP and CHEP funds 
were not available in sufficient amounts to pay the AFDC and medical 
assistance costs in federal fiscal year 1982, General Fund monies were 
spent for these purposes. We estimate that if the administration had estab­
lished a policy of using the RRP and CHEP funds first for RCA/ECA, 
AFDC, and medical assistance expenditures and last for advances to the 
Social Security Administration for SSP payments, the interest loss of $1.9 
million would have been reduced by approximately $0.6 million. 

Future Delays Possible. In a letter dated November 2,1982, the Secre­
tary of DHHS informed the Governor of California that no additional 
funds would be granted to California until the completion of an audit of 
the department's claim for the remaining $40,910,070. Normally, such au­
dits are conducted after payments are made and any portion of the claim 
disallowed is repaid by the state. The Secretar~'s decision, therefore; casts 
some doubt as to whether the state will be fully reimbursed for expendi­
tures incurred in federal fiscal year 1982. It is possible that future delays, 
or even shortfalls, in RRP and CHEP funds are possible. In order to mini­
mize the General Fund effect of any such delay, we have recommended 
in our analysis of the SSP item (Item 5180-111-866) that the Legislature 
adopt Budget Billiangpage providing that no RRP or CHEP fuqds be used 
for advances to the SSAat any time when the total amount of RRP and 
CHEP funds available is not adequate to pay the costs of the other pro-
grams for which these funds are budgeted. . 
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Department of Social Services 

LOW-INCOME HOME ENERGY ASSIST4NCE BLOCK GRANT 

Item 5180-136 from the Social 
Welfare Federal Fund Budget p. HW 147 

Requested 1983-84 .......................................................................... $54,145,000 
Estimated 198~ ...................................... ; .................................... . 
Actual 1981-82 ................................................................................. . 
Recommendation pending ............................................................ $54,145,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Administration of the Low-Income Home Energy Assist­

ance (UHEA) Block Grant. Withhold recommendation, 
pending receipt of information regarding the department's 
plan to administer the UHEA Block· Grant program. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

1136 

This item appropriates federal funds for the UHEA Block Grant pro­
gram. This block grant provides direct assistance to low-income 
households in order to help them finance their heating, cooling, and light­
ing bills. The program consists of three components. 

The Horne Energy Assistance Program (HEAP) provides cash grants to 
eligible households to help alleviate the burden imposed by their energy­
related utility bills. Grants vary by household size, the type of fuel l.lsed, 
and the location of the recipient's residence. In 1981-82, HEAP grants 
averaged $110 per household. . . .. 

The Energy Crisis Intervention Program (ECIP) provides emergency 
assistance to households in cases where fuel has been shut off or is about 
to be shut off, the household does not have suificient funds to pay a 
delinquent utility bill, or the household is unable to finance the purchase 
or repair of heating devices. The ECIP is 9perated by local Community 
Action Agencies (CAAs) and other community-based organizations. Pay­
ments under ECIP averaged $163 in 1981-82. 

The Weatherization Program provides low-cost energy conservation 
services, including weatherstripping, insulation, and heater adjustment, to 
recipients through community organizations. The average cost of weath­
erization ser:vices totaled $670 per home in 1981-82. 

ANALYSIS AND RECOMMENDATIONS 
Budget-Year Proposal 

The budget proposes the enactment of legislation transferring the 
UHEA Block Grant from the Office of Economic Opportunity (OEO) to 
the Department of Social Services (DSS), effective October 1983. Under 
existing law (Ch 228/82), administrative responsibility for the program 
rests with the OEO. 

For 1983-84 as a whole, the budget proposes a total of $80,216,000 for the 
UHEA Block Grant. This is the same amount that the budget anticipates 
the state will receive during the current year. Of the total amount 
proposed for expenditure in the budget year, $18,049,000 is requested in 

. Item 0660-101-890 for expenditure by OEO during the first quarter of 
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1983-84, and $54,145,000 is requested in this item for expenditure by DSS 
during the balance of the year. The r~maining $8,022,000 in LIHEA funds 
is earmarked in the budget for social services programs. Federal law per­
mits the transfer qf up to 10 percent of a state's allocation under the 
LIHEA program to community and social service block grant programs. 

The budget assumes that the amount of money available to all states in 
federal fiscal year 1983 (FFY 83) and FFY 84 (1) will be the same as what 
was made available in FFY 82 and (2) California's share of the total will 
not change. Under the current continuing resolution, however, the FFY 
83 funding level will exceed the amount available in FFY 82 by $100_ 
million nationwide. This suggests that California will receive approximate­
ly $4.6 million more under the LIHEA program in FFY 83 than the budget 
anticipates. 

Federal and State Block Grant Itequirements 
Federal law imposes a number of requirements on states receiving 

LIHEA funds. In addition, California law (Section 16367 of the Govern­
ment Code, as amended by Ch 228/82) specifies the use and allocation of 
these funds within the state. The provisions of federal and state law that 
apply to the LIHEA program can be summarized as follows: 

• Administrative Expenditures. Federal law allows up to 10 percent of 
the grant to be used for administration. Any administrative costs in 

. excess of this amount must be paid entirely by the state. State law 
limits administrative expenditures to 5 percent of the allocation for a 
given year. However, state law permits administrative expenditures 
to exceed the 5 percent cap, up to a maximum of 7.5 percent, pro­
vided the Department of Finance provides prior notification to the 
Legislature through the Section 28 procedure authorized in the 1982 
Budget Act. During the current year, the Department of Finance 
authorized an increase, to 6.1 percent, in the cap on OEO's adminis­
trative expenses under the LIHEA program. 

• Program Expenditures. Federal law requires that a "reasonable" 
. portion of the block grant funds be made available for ECIP, and that 

- no more than 15 percent of the funds be used for weatherization. State 
law limits expenditures under the ECIPto 7.5 percent, and expendi­
tures under the weatherization program to 10 percent, of the total 
allocation. The state's budget anticipates that $5,715,000 will be spent 
for ECIP in FFY 82, while $5,836,000 will be spent for weatherization. 
In addition, federal law allows a state to transfer up to -10 percent of 
the LIHEA grant to social services programs. State law requires that 
up to 10 percent of the block grant funds be used to support social 
services programs. - _ _ 

• Benefit Requirements. Federal law requires that households which 
have the lowest income and the highest energy costs in relation: to 
income, (after adjustments are made for household size) receive 
higher benefits. In addition, the federal government requires the 
state to conduct (1) outreach activitiEls designed to inform eligible 
households about LIHEA and (2) administrative fair hearings for 
those persons whose requests for benefits are denied or delayed. 

• Eligibility Requirements. Under federal law, LIHEA benefits are 
available to (1) households in which at least one mem~er is eligibl~ 
for AFDC or SSI benefits or (2) households with incomes below either 
150 percent of the poverty level or 60 percent of state median income. 
The current state plan restricts HEAP benefits to households with an 
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AFDC Or SSI/SSP recipient, provided the household's income is less 
than 130 percent of the poverty level. Table 1 summarizes the eligibil­
ityrestrictions imposed by federal and state law. 

Table 1 

Federal and State Requirements for LIHEA Eligibility 

Program Federal Law State Law State Plan 
Home Energy Assist- 1. AFDC or SSI eligible, AFDC or SSI/SSP Income below 130% of 
ance or eligible. poverty. 

2. Income less than 
150% of poverty. 

Energy Crisis Inter- 1. AFDC or SSI eligibles AFDC, SSI/SSP 1. AFDC, SSI recipients 
vention and Weatheri- or General Relief, or or Food Stamp eligi-
zation Program 2. Income less than Food Stamp eligi- bles and 

150% of poverty. bles. 2. Income below 130% 
of poverty. 

Transfer of LlHEA Block Grant 
We withhold recommendation on the administration s proposal to trans­

fer the LIHEA Block Grant from the Office of Economic Opportunity 
(OEO) to the Department of Social Services (DSS)~ pending receipt of 
information regarding the departments plans to administer the block 
grtint . 
. The budget assumes that legislation will be enacted transferring respon­

sibility for administering the LIREA block grant from OEQ to DSS, effec­
tive October 1983. The budget proposes to appropriate 75 percent of the 
FFY 84 grant ($54,145,000) to DSS for expenditure under the program 
during the last nine months of 1983-84. 

We have the following concerns regarding the administration's pro-
posal: . 

1. The administration has not provided a plan describing how DSS will 
administer the LIREA block grant. As a result, it is not clear whether the 
department will.administer the program directly or contract with the 
counties to administer it. Currently, OEO: 

• administers the REAP component of the LIREA block grant itself by 
prOViding cash grants for energy costs directly to individuals. 

• disburses ECIP and weatherization funds to needy households 
through community-based organizations. 

If the Legislature transfers the LIREAbiock grant from OEO to DSS, 
the department will have to decide how benefits will be distributed to 
eligible households. The departm~nt might choose to administer one or 
moreofthe programs at the state level, or it might choose to delegate the 
responsibility to the counties. 

2.. It is unclear whether DSS administration of the LIREA block grant 
will result in administrative savings. The budget asserts that "the Depart­
ment of Social Services can administer this program (LIREA Block 
Grant) through the existing welfare payment system at approximately 25 
percent less administrative cost . than through a separate disbursement 
process." The budget, however, does not identify the costs to DSS for 
administering LIREA. In addition, SB 124 (the companion bill to the 
Budget Bill) would allow DSS to spend 5 percent of the grant amount for 
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administration and to increase this amount by an additional 2.5 percent 
through the Section 28 process. This suggests that transferring the block 
grant to DSS may not result in any administrative savings. 
. Conclusion. Thus,the administration's proposal fails to make clear (1) 
how the department's current payment system will be used to distribute 
HEAP, ECIP and weatherization funds, (2) if community-based organiza­
tions will continue to administer some LIHEA programs, and (3) the 
extent to which .additional administrative costs will be incurred by the 
department in managing LIHEA. Therefore, we do not have an adeguate 
basis for determining th.e impact of this proposal on state costs and pro­
gram beneficiaries. Accordingly, we withhold recommendation on the 
proposal to.transfer the LIHEA Block Grant from OEO to DSS, pending 
receipt of information regarding the department's plans for administering 
the program and its· estimates of what it will cost to implement its plans. 

Department of Social Services 

COUNTY ADMINISTRATION OF WELFARE PROGRAMS 

Item 5180~141fr()m the General 
Fund and Social Welfare Fed­
eral Fund Budget p. HW 145 

Requested 19~4 ............................................................ ~ ............. $109,153,OOO a 

Estimated ·1982-83 ............................................................................ 99,268,000 
Actual 1981-82 .................................................................................. 103,785,000 

Requested increase $9,885,000 
(10.0 percent) . 

Total recommended reduction Item 5180-141.......................... 2,494,000 
Total recommended reduction Item 5180-181-001 (b) ............ 4,000 

a Includes $3,470,000 proposed in Item 5180-181"()()1 (b) for a 3 percent cost-of-living increase. 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
5180-141-OO1-County administration 
5180-181-001 (b)-Cost-of-Iiving increase 
5180-141~ounty administration 
5180-181-866 (b) -Cost -of-living increase 
9680-101-001 (bb-ff}-Mandated local costs 

Fund 
General 
General 
Federal 
Federal 
General 

Amount 
$105,683,000 

3,470,000 
(323,301,000) 

(18,050,000) 
(291,000) 

Total 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Administrative Costs for Proration of Shelter Costs. Reduce 

by $l,08~(J(}(). Recommend reduction of $3,600,000 
($1,080,000 from the General Fund and $2,520,000 in federal 
funds) proposed for AFDC administrative costs associated 
with the proration of shelter costs, because the addition of 
these costs represents a departure from standard budgeting 
procedures under the County Administrative Cost Control 
Plan. 

$109,153,000 

Analysis 
page 
1144 
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2. State Quality Control Sanctions. Recommend adoption of 1150 
Budget Bill language requiring that the" performance meas-
ure used by DSS for the purpose of applying sanctions be the 
combined annual error rate over two quality control peri-
ods. 

3. State Quality Review Sample. Recommend that DSS 1150 
present a plan for coordinating the state and federal quality 
control samples so that the results can be combined. 

4. Asset Clearllnce Match. Reduce Item 5180-141-001 by $1l~- 1151 
000 and Item 5180-181-001 (b) by $~OOO. Recommend re­
duction in funds proposed for county administration to 
account for projectedcaseload decreases due to the Asset 

'Clearance Match demonstration, for a total savings of $476,-
000 ($114,000 from the General Fund, $244,000 in federal 
funds, and $118,000 in county funds). 

5. Federal Food Stamp Quality Incentive Payment. Reduce by 1152 
$1~072,000. Recommend that federal incentive payments 
for improved food stamp error rates be budgeted in 198~, 
for a savings of $2,143,000 ($1,072,000 to the General Fund 
and $1,071,000 in county funds). 

6. Food Stamp Mail Loss Liability. Reduce by $35,000. Rec- 1152 
ommend reduction in funds proposed for the cost of alterna-
tive food stamp issuance methods, due to 
lower-than-anticipated caseload, for a reduction of $140,000 
($35,000 frOni the General Fund, $70,000 in federal funds, 
and $35,000 in county funds). 

7. Enhanced Federal Funding for Development of On-Line 1153 
Food Stamp Issuance System. Reduce by $197,000. Recom-
mend that enhanced federal funding for the development 
of an on-line food stamp issuance system be reflected in the 
budget, resulting in a savings of $398,000 ($197,000 from the 
General Fund and $201,000 in county funds). 

8. Development of On-Line Issuance Systems. Recommend 1153 
that DSS identify (1) the counties where on-line issuance is 
expected to become operational, (2) the costs and savings 
expected in each county, and (3) the scheduled dates for 
implementation. 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriation for the state's share 

of costs incurred by the counties for administering (1) the AFDC pro­
gram, (2) the food stamp program, and (3) special benefit programs for 
aged, blind, and disabled recipients. In addition, it identifies the federal 
and county costs of administering child support enforcement and cash 
assistance programs for refugees. The costs for training county eligibility 
and nonservice staff also are funded by this item. 

ANALYSIS _ AND RECOMMENDATIONS 
Expenditure Shortfall in the Current Year 

The budget estimates that General Fund expenditures for the adminis­
tration of county welfare programs will be $3,527,000 less than the amount 
appropriated for 1982-83. This shortfall is due largely to (1) overbudgeting 

--------------- ------------------------- - --~--



Table 1 
Expenditures for County Welfare Department Administration 

1982413 and 1983-84 
(in thousands) 

Eftimated 1982-83 Prof}OSe{i 1fJ83...84 
Total Federal o State CQunty Total Federal State County 

AFDC administration.................................................. $350,913 $178,380 $75,048 $97,485 $375,491 $189,955 $83,249 $102,287 
Nonassistance food stamp , ......................................... 89,664 45,539 19,474 24,651 94,841 48,206 21,017 25,618 
Child Support Enforcement 

Welfare ........................................................................ 89,187 63,545 25,642 95,323 66,968 28,355 
Nonassistance .. ; ......................................................... 30,226 21,537 8,669 31,844 22,371 9,473 .. 

Special Adult programs .: .... , ....................................... 1,814 1,814 1,867 1,867 
Refugee cash assistance .............................................. 9,247 9,247 6,890 6,890 
Staff·development........................................................ 12,926 6,604 2,932 3,390 13,624 6,961 3,020 3,643 

Subtotals (Budget Bill) ......................... ;................ $583,977 $324,852 $99,268 $159,857 $619,880 $341,351 $109,153 
Local Mandates ............................................................ (-) (-) (86) (-86) (-) (-) (291) 

$169,376 
(-291) 

EA employment programs (Ch. 3~/82) .............. 336 168 84 84 1,344 ~2 336 -- -- -- -- 336 

Totals ...................................................................... $584;313 $325,020 $99,352 $159,941 $621,224 $342,023 $109,489 $169,712 

Percent Ch8l1l!e 
Total Federal State. 

7.0% 6.5 10.9 
5.8 5.9 7.9 

6.9 5.4 
5.4 3.9 
2.9 2.9 

-25.~· -25.5 
5.4 5.4 3.0 
6.1% 5.1% 10.0% 
(-) (-) (238.4) 

300.0 300.0 300.0 -- --
6.3% 5.2% 10.2% 

County 
4.9% 
3.9 

10.6 
9.0 

7.5 
.6.0% 

(238.4) . 
300.0 --

6.1% 

-~ 
en 
I-' 

~ 

:r: 

~ 
~ 

~ 
........ 
-. -. 
~ 
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for Food Stamp fraud investigators ($3,560,000) and (2) greater-than­
estimated savings from the cap on county overhead costs ($2,388,000). 
These savings are partially offset by increased costs due to (1) greater­
than-anticipated AFDC workload ($1,287,000) , (2) added costs due to 
court decisions ($561,000), and (3) lower-than-anticipated savings from 
Ch. 327/82 ($491,000). 

Budget Year Proposal 
The budget proposes an appropriation of $109,153,000 from the General 

Fund as the state's share of county costs incurred in administering welfare 
programs during 1983-84. This is an increase of $9,885,000, or 10 percent, 
over estimated current-year expenditures. 

The budget proposes total e}.."penditures of $619,880,000 for county ad­
ministration of welfare programs in 1983-84, as shown in table 1. This is 
an increase of $35,903,000, or 6.1 percent, over estimated current-year 
expenditures. These amounts do not include a total of $1,344,000 for Emer­
gency Assistance employment programs, consisting of $336,000 from the 
General Fund, $672,000 in federal funds, and $336,000 in county funds. Nor 
does the total include $291,000 proposed in Item 9680-101-001 to reimburse 
counties for state-mandated administrative activities and added grant 
costs. 

Budget Year Adjustments 
Table 2 shows the proposed adjustments to General Fund expenditures 

for county administration in 1983-84. The net increase of $9,885,000 is due 
to: 

1. A 3 percent cost-of-living increase for county administration ($3,470,-
000), . 

2. A projected increase in the AFDC caseload ($1,632,000), 
3. Deletion of the limit on county overhead costs ($4,793,000), and 

. 4. Increased administrative costs to be incurred by counties in prorating 
the AFDC needs standard in order to account for reduced shelter and 
utility costs of AFDC families i~ shared living arrangements ($1,080,000). 

These increases are in part offset by: . 
1. The reduction in costs associated with administering certain court 

decisions ($414,000), 
2. Savings due to recent state legislation ($945,000), 
3. Decreased administrative costs due to P.L. 97-35 ($331,000), 
4. Reduced food stamp caseloads ($303,000). 

State Mandated Local Costs 
The budget proposes $291,000 from :the General Fund to reimburse 

counties for their costs of complying with five state mandates. One of these 
mandates was imposed by the Legislature: 

• Chapter 102, Statutes of 1981 (AB 251), requires counties to deter­
mine whether AFDC recipients have alternate medical insurance 
coverage (increase in administrative costs of $79,000) . 

The other four mandates were. imposed administratively, through ac­
tions taken by the department. These mandates: 

• Require counties to verify the household size and shelter costs for 
food stamp recipients (increase in administrative costs of $194,000); 
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Table 2 
County Welfare Department Administration 

Proposed 1983-84 General Fund Changes· 
(in thousands) 

1. 1982-83 Current Year Revised ......................................................................... . 
2. Budget Adjustments . 

a. AFDC Administration 
(1) Basic caseload increase ........................... , ............................................. . 
(2) 1983-84 Cost-of-living increase (3 petcent) ................................... . 
(3) Court cases ............................................... .' . .' ........................................... . 
(4) State legislation ......................................... , ..................................... : ..... . 
(5) Savings due to P.L. 97-35 ......................•....................•.......................... 
(6) County overhead limitation ................................................................ . 
(7) Proration of shelter costs ..................................................................... . 

,(8)· Other' changes ............... ,; ...................... : ... :, ................. ; ......................... . 

Subtotal ......................................................... .' ........................................... . 
b. Nonassistance Food Stamps . 

(1) Basic caseload decline ....... ; ................. ; .•... ~ ......................................... . 
(2) 1983-84 cost-of-living increase (3 percient) ..................................... . 
(3) County overhead limitation ............... :.~ ............................................. . 
(4) Other changes ....................................................................................... . 

Subtotal .................................................... ; .•.... , .......................................... . 
c. Special Adult Programs 

(1) 1983-84 cost-of-living increase (3 percent) ..................................... . 
d. Staff Development 

(1) 1982-83 cost-of-living increase (3 percent) ..................................... . 

3. Total Budget Increase ........................................... ; ............................................ . 

4. Proposed 1983-84 General Fund Expenditures ......................................... . 

Cost 

$1,632 
2,673 
-414 
-945 
-331 
3,992 
1,080 

514 

-$303 
656 
SOl 
389 

Total 
$99,268 

$8,201 

$1,543 

$53 

$88 
$9,885 

$109,153 

a Does not include amourits appropriated by Ch. 327/82 for Emergency Assistance employment programs. 
The department plans General Fund expenditures of $84,000 in 1982-83' and $336,000 in 1983-84, 
leaving $492,000 avaiHlble for expenditure in 1984-85. 

• Make the criteria for an exemption from employment services regis­
tration the same for· counties' with and without WIN programs (in­
crease in county grant costs of $3,600); 

• Remove the $200 maximum exemption for the cost of employment­
related equipment (increase in county grant costs of$9,500); and 

• Exclude loans as income in determining eligibility and calculating the 
grant (increase in county grant costs of $4,500). 

County Administrative Cost Control Plan 
The Department of Social Service (OSS) allocates funds to counties for 

the administration of welfare programs based on a formula that considers 
(1) caseload, (2) productivity targets for eligibility workers, (3) the exist­
ing salary structure in each county, (4) allowable cost-of-living increase, 
and (5) allocated support costs. . 

The process begins in January when each, county submits to the state 
detailed information that identifies expected costs during the upcoming 
year. The county also proposes specific productivity targets for (1) the 
number of AFOC intake andeontinuingcases to be handled per eligibility 
worker, and (2) the supervisory ratios for each of these. activities. 

The department calculates the county's allocation in the following way. 
First, it determines the productivity targets (the number of cases to be 
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handled by an eligibility worker) and supervisory ratios for the county. 
The cost control plan calls for counties to meet the average of the produc­
tivity standards achieved by similar size counties during a specific base 
year, or their own performance during the base year, if it was above 
average. Second, the department determines the allowable salary costs 
per worker, considering the limits on state funding for cost-of-living in­
creases in the last two years and actual county salaries. Third, the depart­
ment calculates total administration costs by multiplying theDSS May 
estimates of caseloads in AFDC and food stamps, times the average cost 
per case, which is derived from the productivity target and average salary 
costs. Several other adjustments are made in order to fund overhead costs, 
fraud investigation activities, and other special items. The state's share of 
cost is approximately 25 percent of the total. The counties are notified of 
their allocation early in the budget year. The amount actually paid to a 
county is determined by adjusting the allocation for the actual caseload 
during the year. . .•. 

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

Productivity Targets. The cost control plan specifies productivity tar­
gets that provide a basis for limiting allocations to counties. Table 3 lists 
the productivity targets for the AFDC and Food Stamp programs, and 
shows the extent to which these targets are being met by the 27 largest 
counties. The first column of the table shows how many counties are 
meeting each of the productivity targets specified by the cost control plan. 
The second column shows the number· of counties for which the target 
allowed by DSS results in administrative costs that are higher than they 
would be if DSS had required the county to meet the cost control plan s 
targets. The last column shows the number of counties for which the 
targets allowed by DSS result in costs that are lower than the costs that 
would be incurred if DSS had used the cost control plan's targets to 
determine the county's allocation. . . . . 

Table 3 shows that in general, the majority of counties are meeting their 
AFDC productivity targets, except in the area of quality control workers. 
Fifteen of the 27 counties were allowed more quality control staff than the 
plan calls for. The department funds more staffing in this area so as to 
increase the amount of resources devoted to reducing AFDC error rates. 

Plan targets for nonassistance food stamps and the support ratio; on the 
other hand, are not being met. In 17 out of the 27 largest counties, the 
targets allowed for food stamp cases per worker result in higher costs than 
plan targets. In 20 of the 27 counties, the targets allowed for the support 
ratio resulted in higher costs for county administration than the costs that 
would have been allowed under the plan targets. 

Cap on Cost-of-Living Increases. The state's share of the cost of Cost­
of-Living Adjustments (COLAs) provided to co1.iIity welfare department 
employees was capped at 6 percent in 1981-82. No state funding was 
allowed for the cost of these COLAs. in 1982-83. Preliminary data indicate 

. that, in spite of the zero percent state cap on COLAs, 31 counties have 
providedcost-of-living increases to their employees, ranging from 0.13 to 
nearly 15 percent. The full cost of these increases must be funded by the 
counties themselves. The budget proposes a "'3'percent cap on the COLAs 
that the state will help fund for 1983-84. 
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Table 3 

Differences Between Cost Control Plan 
Targets and Allowed Productivity Targets 

(27 Large and Medium Sized Counties) 
1982-83° 

AFDC 

Allowed 
Target Equals 

Plan 
Target 

Intake cases/worker ...................................................... 25 
'hitake workers/supervisor .......................................... 21 
Continuing cases/worker ............................................ 20 
Continuing workers/supervisor .................................. 17 
Quality Control workers .............................................. 12 
Quality Control workers/ supervisor c...................... 4 

Nonassistance Food Stamps 
Cases/worker .................................................................. 10 
Workers/~u~ervisor ...................................................... 17 

Support ratio .............................................. ;..................... 7 

Allowed 
Target Results 

in Higher 
Cost Than 

Plan Target 

17 
8 

20 

Allowed 
Target Results 

in Lower 
Cost Than 

Plan Target 

1 
1 
3 

6 

2 

• SOURCE: Department of Social Services. 
b In two counties, added costs of lower productivity per worker or more quality control staff are offset 

by lower costs in other categories. 
CThree counties have no targets for Quality Control workers/supervisor. 
d S)1pport ratio equals the ratio of support costs to eligibility staff costs. 

Support Ratio Limit. Last year, the Legislature adopted a third means 
for controlling county costs. It did so by adding language to the Budget 
Act limiting the support ratio at one dollar of support costs to one dollar 
of staff costs. This reduced General Fund expenditures by $4,793,000. Most 
of the reductions in state aid was experienced by Los Angeles County, 

, which lost $4,369,000 due to its size and the fact that its support ratio was 
among the highest in the state. The budget proposes to delete the limit 
on the support ratio, thus increasing General Fund costs by the amount 
saved in 1982-83. 

'. We concur With the department's deletion of this limit. A fixed dollar 
limit on the ratio of support costs to eligibility worker costs does not allow 
a county the latitude to decrease total costs by shifting resources to sup­
port activities in order to achieve savings in eligibility worker costs. 

Budget Year Estimates for County Administration. Generally, the de­
partment calculates the General Fund appropriation for county adminis­
tration in the budget by adjusting the current-year allocation for changes 
incaseload that are expected to occur in the budget year. The depart­
ment, however, does not adjust the proposed expenditures for any 
changes in,administrative procedures that may have been required by 
state or federal law changes or by court decisions. The total amount budg­
eted for county administration therefore depends only on the established 
productivity targets, the allowed salaries, and the projected caseload in­
crease. 

The buqget for 1983-84 proposes a significant departure from this ap­
proach. Specifically, for 1983-84 the administration has increased the es­
timated county allocations to reflect the costs of changes in administrative 

37"-76610 
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procedures that would be required for 1983--84 if the Legislature approves 
its proposal to prorate the AFDC need standard for shelter costs in shared 
living arrangements. 

Proration of Shelter Costs 
We recommen" deletion of ~G~OOO ($1~08~OOO from the General 

Fund l(nd $~52~0!J0 in federal funds) proposed for AFDC administrative 
costs associated with the impleme~tation of the shelter costs proration~ 
because the addition of these costs represents a departure from standard 
budgeting procedures under the County Administrative Cost Control 
Plan. 

The budget proposes to change the method by which the AFDC grant 
is calculated in 1983--84. Specifically, it proposes to prorate the AFDC need 
standard and grant amount for these AFDC families living with another 
individual(s). If approved by the Legislature, this change would require 
eligibility workers to obtain information about all members of the 
household where the AFDC applicant/recipient lives. This information 
will be needed in order to determine whether a prorated reduction of the 
AFDC need standard and grant is required in order to reflect the lower 
costs of shared living arrangements. The DSS estimates that gathering this 
information w()uld require an additional five minutes of eligibility worker 
time for each of 165,000 cases per month. This would result in additional 
costs of $4,800,000, of which the state's share would be $1,080,000, the 
counties' cost would be $1,200,000, and the federal share would be $2,520,-
000. 

In budgeting for the estimated costs associated with this proposed new 
procedural requirement, DSS has failed to use the meth()d normally used 
to budget for the cost or savings from proposed changes in procedural 
requirements. Normally, DSS identifies costs associated with procedural 
changes, but does not change the total amount budgeted for county ad­
ministration to reflect these costs. They are merely cited for illustrative 
purposes, to identify the part of the total budgeted for county administra­
tion that could be attributed to the procedural changes. The costs associat­
ed with these new procedures are subtracted from total costs, as estimated 
under the cost control plan, and the remainder is labeled "Basic Costs." 

Rather than follow the normal. practice of budgeting for procedural 
changes, the administration has added the costs associated with proration 
for shelter to the total budget-year estimate, thereby increasing the total 
amount requested from the General Fund for county administration. 

Many procedural changes have been implemented by the department 
in recent years, resulting in more or less time to process workload at the 
county level. For example, various AFDC procedural changes identified 
in this year's subvention estimates (other than the change associated with 
proration) would permit, USin.g. the same logic used to augment the bud. get 
for the cost of proration, a General Fund savings of $1,158,000. These 
savings, however, do not affect the size of the General Fund approprhi.tion 
in either the current or budget year. If these procedural changes were 
used to adjust the amount of state support budgeted for AFDC administra­
tion, they would more than compensate for the $1,080,000 in additional 
costs due to shelter proration, and result in a net General Fund savings of 
$78,000. 

Because the proposed allowance for the costs associated with the prora-
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tion of shelter costs is not consistent with past policy, we believe the 
proposal requires special justification by the department. Specifically, DSS 
should demonstrate that: 

1. The costs of proration would impose an exceptionally large cost on 
the county compared to the typical procedural change, and that the added 
requirement will prevent counties from meeting productivity targets 
specified in the cost control plan. 

2. Compared to other procedure changes, the costs associated with this 
procedural change are more readily identifiable and more easily meas­
ured than the costs associated with the other procedure changes. 

3. The estimate of five minutes added time per case is relatively accu­
rate, compared to the estimated costs or savings for other procedural 
changes. 

We recommend deletion of the costs for proration for shelter costs, until 
DSS is able to justify treating this procedural cost item in a special manner. 
If the department provides. further information concernirig these costs, 
we would evaluate this recommendation in light of the criteria stated 
above. 

AFDC . Quality Control Reviews 
Federal regulations require states to review a sample of AFDC case files 

twice a year to determine whether those receiving benefits are eligible for 
such benefits, and whether the correct amounts have been paid. 

Every six months, California draws a random sample of cases from the 
counties' files and reviews each case. Based on its review, the state calcu­
lates the percent of payments made in error to AFDC families. This per­
cent is the state's error rate. The federal government then reviews a 
subsample of the original state sample for accuracy, and adjusts the state's 
finding to reflect the results from the subsample review. This adjusted 
error rate is the final federally recognized error rate. 

State regulations further require 34 of the 35 largest counties to conduct 
similar quality reviews twice a year. The thirty-fifth county (Los Angeles) 
estimates its error rate on the basis of the federal sample results. County 
quality control staff review about 140 cases, and calculate the county's 
error rate based on the results of these reviews. A subsample of these 
county-reviewed cases is reviewed by the state to check on the accuracy 
of the original county results. The state then adjusts the county findings 
to arrive at the final state finding for each of the counties. 

California s Error Rate Is Increasing. Chart 1 shows the AFDC error 
rates in California since 1976. It shows that, although the statewide error 
rate never exceeded 5 percent between January 1976 and 1978, since 1978 
the error rate has consistently been above 5 percent. In the most recent 
period for which final federal results are available, October 1980 to March 
1981, the state's error rate jumped to 8.6 percent. . 

Chart 2 compares the state error rate findings for the last review period 
shown on Chart 1, April to September 1981, with the results from the next 
I:eview period, October 1981 to March 1982. Chart 2 separates errors ac­
cording to the type of error, in order to show the kinds of errors that are 
occurring. Chart 2 shows that in the period October 1981 to March 1982, 
error rates increased compared to the rates for the previous review peri­
od, and that the increase occurred in all of the major error categories 
except for one-earned income. The decrease in the earned income cate­
gory occurred because fewer recipients have earned income.to report as 
a result of the 1981 changes in feaerallaw. 
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Chart 1 
Statewide AFDC Error Rates a 

January 1976 to September 1981 

IIII 
Jan.­
June 
76 

July­
Dec. 
76 

Jan.­
June 
77 

July­
Dec. 
77 

Jan.­
June 
78 

Apr.- Oct. 78- Apr.- Oct. 79-. Apr . ..., Oct. 80- Apr._b 
Sept. March Sept. March Sept. March Sept. 
78 79 . 79 80 80 81 81 

a SOURCE: Department of Social Services; federal findings, combined payment error rates for overpayments and 
payments to ineligibles. 

b Estimated. 

Chart 2 

Major Payment Errors by Source a,b 

Apr. to Sept. 
1981 

Oct. 1981 to 
March 1982 

Deprivation S.S. # Pensions etc. Earned Inc. WIN Bank Deposits 
a Source" Department of Social Services. based on state findings only. 

b Sources 01 efror are as"follows. 
Deprivation-aU or some members of the case are not qualified "for AFDC because they lail to meet the criterion of 

deprivation of parental support: most ~rrors occurred in the qualifications for the unerDployed parent program. 
S.S. # -S.ocial security number wrong or missing. 
Pensions. etC.-Amounts of income from R.S.D.I. (Social Security). veterans' programs. unemployment compensa· 

tlon, workman's compensation, or other benefit programs are missing or wrong. 
Earned income--discrepancy exists between earned income recorded in case and ~ctual. 
WIN-reqUired parent not registered and appropriate action not·taken. 
Bank Deposits-family has bank accounts or cash in amounts that differ from case record. 
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Another way to categorize errors is to divide them into two general 
categories: (1) agency-caused errol's (for example, the eligibility worker 
fails to act on a client report of change in employment status) and (2) 
client-caused errors (for example, a client fails to report a change in 
employment status). For the first time since April1973, the October 1981 
to March 1982 results show that agency-caused errors account for the 
majority of all errors, while the rate of client-caused errors actually de­
clined. 

Federal Sanctions. Federal regulations require states to reduce their 
error rates by one-third decrements, starting in October 1980. Federal 
regulations also require that for the October 1982 to September 1983 
review periods, states achieve an error rate of 4.0 percent or lower. Begin­
ning on October 1, 1983, states must achieve an error rate of 3 percent or 
lower. Failure of states to achieve either the interim reductions or the 4.0 
percent level will result in a reduction in federal financial participation in 
the costs of the AFDC program. Because California's error rate in the base 
period (April to September 1978) was below 4.0 percent, the state must 
achieve the 4.0 percent standard for all review periods between October 
1980 and September 1983, and a 3 percent standard for all subsequent 
review periods. Federal sanctions can be imposed upon the state when the 
combined error rate over two six-month sampling periods exceeds these 
standards. 

It is likely that California exceeded the allowable error rate standard of 
4.0 percent during the October 1980-through-September 1981 review peri­
od. The final error rate for the period October 1980 to March 1981, is 8.6 
percent. Although final figures are not available from the federal govern­
ment, DDS estimates that California's error rate for the April-to~Septem­
ber 1981 period will be 5.5 percent. When these two error rates are 
combined, California can expect to be notified of sanctions totaling 
between $30 and $40 million. The state then will have 65 days in which to 
request a waiver of sanctions, based on the state's good faith effort to 
improve error rates in the AFDC program. The Secretary of DHHS will 
then. determine whether all, part, or none of the sanctions will be waived. 

State Legislation. Chapter 327, Statutes of 1982 (SB 1326), requires 
that federal sanctions be passed on to the counties in an "equitable" way. 
Counties may have sanctions reduced or set aside if the Director of DSS 
finds "that extenuating circumstances exist and that the imposition of the 
full sanction amount would unfairly penalize the county." 

The act provides that the costs of federal sanctions attributable to the 
23 smallest counties will be borne by the state. The remaining sanctions 
will be distributed among the 35 largest counties based on the extent to 
which the individual county error rates exceed the federal standard. 

The county error rate findings are based on a sample of 5,000 cases 
drawn and reviewed independently from the federal quality review sam­
ple in all counties except Los Angeles, where the federal sample cases are 
used. The county error rate findings could be quite different from the 
statewide findings of the federal sample because the two error rate esti­
mates come from two different samples. If the county results have an 
overall error rate less than the federal rate, the state would have to bear 
a greater portion of the federal sanction. 

State-Imposed Sanctions Unlikely. Chapter 1025, Statutes of 1982 (AB 
1456), requires that the error rate used to determine ira county's error 
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rate is above the allowable standard will be the low point of the statistically 
reliable range. For example, a county with a 4.5 percent error rate and a 
reliability of plus or minus 1 percent, could have a "true" error rate as low 
as 3.5 percent (low point of the range) or as high as 5.5 percent (high point 
of the range). Under the provisions of Chapter 1025, the county's true 

Table 3 
Thirty·Five Largest Counties· 
AFDC Payment Error Rates 

April to September 1981 

Mid·Point Estimate 
of the Enor Rate 

With Without 
Technical Technical 

County Enors b Enors e 

Alameda.............................................................................................. 9.0 4.8 
Butte .................................................................................................... 5.8 5.8 
Contra Costa...................................................................................... 4.2 3.2 
Fresno.................................................................................................. 5.3 2.8 
Humboldt .......................................................................................... 2.9 2.6 
Imperial.............................................................................................. 6.6 2.9 
Kern .................................................................................................... 1.8 1.7 
Kings.................................................................................................... 1.1 0.5 
Los Angeles........................................................................................ 3.7 3.2 
Madera ................................................................................................ 3.1 2.1 
Marin .............................................................................................. ;... 2.1 0.7 
Mendocino ................ ;......................................................................... 1.9 1.9 
Merced ................................................................................................ 5.6 2.8 
Monterey ............................................................................................ 6.7 5.5 
Orange ...................................................... ,......................................... 4.7 2.6 
Placer .................................................................................................. 6.9 5.1 
Riverside ............................................................................................ 5.1 4.1 
Sacramento ........................................................................................ 2.4 1.3 
San Bernardino ............................................... ;................................ 4.9 4.2 
San Diego .......................................................................................... 9.0 7.2 
San Francisco .................................................................................... 8.1 4.5 
. San Joaquin .......................................... ;............................................. 4.3 3.2 
San Luis Obispo ................................................................................ 2.8 2.2 
San Mateo .......................................................................................... 2.4 1.7 
Santa Barbara .................................................................................... ·8.5 8.1 
Santa Clara ............................................................ :........................... 9.4 6.2 
Santa Cruz.......................................................................................... 4.2 2.0 
Shasta .................................................................................................. 7.2 3.5 
Solano .................................................................................................. 5.6 4.2 
Sonoma ............... ;................................................................................ 4.6 3.7 
Stanislaus ............................................................................................ 5.4 2.9 
Tulare ................................. :................................................................ 2.2 2.0 
Ventura .............................................................................................. 3.1 2.3 
Yolo ...................................................................................................... 4.7 3.2 
Yuba ................................................................................... ................. 0.1 0.1 
Number .of Counties with Error Rates Above 4 percent:...... 22 11 

Low-Point 
Estimate 
of the 

Enor Rated 
1.6 
1.2 
0.9 
1.0 
0.3 
0.3 

-0.2 
-0.1 

1.9 
0.3 
0.1 

-1.0 
1.2 
2.4 
0.1 
2.4 
1.7 
o 

1.5 
2.9 
0.4 
0.7 
0.5 

-o.s 
3.8 
2.6 
0.4 
0.8 
1.7 

-0.3 
0.9 
0.3 
0.6 
0.6 

-0.1 
o 

a SOURCE, Deparbnent of Social Services, State sample, original county findings. 
b This number is comparable to the error rate reported as the statewide rate based on the separate federal 

sample. 
e This is the midpoint estimate of the error rate-that is, the actual error rate in each county's sample. 
d This is the lo~ point of the 95 percent confidence interval for the error rate without technical errors. 
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error rate is assumed to be 3.5 percent. In addition, the department has 
adopted regulations which provide that sanctions are to be imposed only 
if a county's error rate exceeds the standard for two consecutive six-month 
periods. Also, error rates exclude so-called technical error, e.g" social secu­
rity number of WIN registration, that are included in federal error rates. 

As a result of these provisions, it is unlikely that counties will ever be 
deemed to have exceeded the 4 percent error rate standard. . 

Table 3 shows that when the provisions of Chapter 1025 and the depart­
ment's regulations are applied for the quality control review period of 
April to September 1981, no county is found to be liable for sanctions, 
despite the fact that 22 of the 35 counties had reported error rates (first 
column of Table 3) exceeding 4percent. Under the rules as applied by the 
department, two counties were notified that they were liable for sanctions 
for the April to September 1981 period, but upon appeal it was determip.ed 
that cases in the sample were incorrectly identified as errors. The recal­
culated error rate for each county was below the error rate standard. 
(Table 3 includes the corrected rates for these counties) 

Sanctions OffSet by Previous Years Performance. Even if sanctions 
ever were to be imposed, the amount of the penalty would be reduced by 
taking into account the county's performance in earlier periods. Under 
current rules, the amount of the sanction, which would be roughly equal 
to the state's share of assistance payments in excess of 4 percent that .pad 
been made in error during the year, would be reduced by an estimate of 
the payments "saved" during the previous year if the county's error rate 
was below the error rate standard during the previous year. Thus, it is 
likely that sanctions would only be imposed on a county that consistently 
had extraordinarily high error rates. 

The State Pays the Cost of Erroneous Payments 
Taken as a whole, current state law and regulations result in a policy 

where sanctions will not be imposed on counties, and consequently the 
state will contillUe to bear most of the nonfederal cost of these payment 
errors. For example, if the 5.5 percent error rate, for the April-to-Septem­
ber 1981 period continued throughout 1981"-82, we estimate that payments 
made in error to AFDC recipients would total $~60,852,000 ($82,118,000 in 
federal funds, $70,249,000 in state funds, and $8,485,000 in cOlmty funds) . 
Under the current no-sanction policy, the state ends up paying $70,249,000 
to individuals that, under existing law and regulations, do not warrant this 
assistance. This is nearly five times the amount spent from the General 
Fund on other county social services in 1981--82. 

If, instead, counties had been required to pay sanctions under the pro­
grams they administer for errors exceeding 4 percent, the counties would 
have reduced the state's cost of erroneous payments by $19,159,000. 

We conclude that this no-sanction policy-"Let the State Pay"-qbes 
not serve the interests of the state as ~ whole for the following reasons. 

Counties Have Insufficient Incentive to Keep Error Rates Low. As 
long as the state bears the major share of the cost of the erroneous pay­
ments, the counties have little incentive to reduce errors. This cap be seen 
in a comparison of error rates for different periods. Prior to 1978-79, when 
the counties paid 16 percent of the costs ofAFDC grants, error rates were 
generally below 4 percent. Now that the county's share is only 5 percent, 
the statewide error rate is much J:pgher. By imposing sanctions on those 
counties with high error rates, counties are given an incentive to take 
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those managerial steps needed to keep rates low. 
Taxpayers in Counties with Low Error Rates Subsidize Taxpayers in 

Counties with High Error Rates. As long as the state pays the cost of the 
erroneous payments made by counties with high error rates, each taxpay­
er in the state shares in the costs of these errors. This means that taxpayers 
residing in counties able to administer AFDC program with error rates of 
4 percent or less are paying through their state taxes for the errors made 
in counties with error rates higher than 4 percent. Effective state sanctions 
would transfer the costs of these errors to taxpayers in the counties where 
they are made. 

The State Pays Three Times for High Error Rates. In addition to the 
$70,249,000 the state has already paid for erroneous AFDC payments in 
1981-82, the current no-sanction. policy may require the state to bear 
additional costs associated with the errors made by county welfare work­
ers. First, if federal sanctions are imposed, the state will pay a portion of 
the cost to the federal government of these errors. Second, the state allows 
counties with high error rates to employ more quality control workers 
than the cost control plan calls for, in order to help those counties to 
reduce their error rates. If these additional personnel are not successful 
in lowering error rates, the state will pay for the extra workers, as well as 
the uncorrected errors. Thus, the state may have to pay for errors made 
at the county level in three different ways: (1) the stat~'s share of pay­
ments (45 percent), (2) the cost of any federal sanctions that are not 
passed onto the counties, and (3) the extra costs of quality control workers 
assigned in counties with high error rates. 

Current policy places the responsibility for welfare administration in 
the counties, but the state bears the costs of the counties' failure to effec­
tively discharge that responsibility. Unless the counties bear a greater 
share of the cost of their mistakes, the state probably can expect error rates 
to remain high. 

The Reliability of Error Rate Data Can Be Improved 
We recommend adoption of Budget Bill language requiring DSS to 

amend its regulations to specify that the performance measure to be used 
for the purposes of applying state sanctions shall be the combined annual 
error rate over two quality control review periods. We also recommend 
that DSS provide the fiscal committees prior to the budget hearings, with 
a plan for coordinating the federal sample and the separate state sample 
so that the results can be combined. 

Auditor Generals Recommendations. The Auditor General issued a 
report in September 1982. that recommended several steps to lower error 
rates. He recommended that DSS (1) improve the assistance if provides 
to counties in identifying and analyzing the source of errors and (2) 
improve its quality control sampling procedures in order to increase the 
reliability of individual county error rate estimates. Improved estimates 
would increase the chances that sanctions might be imposed on counties 
with high error rates. In June 1982, DSS held the first meeting of a new 
statewide corrective action advisory committee established in response to 
the Auditor General's first recommendation. The DSS has established a 
plan to address the remaining recommendations contained in the Auditor 
General's report. 

Error Rate Estimates. We concur with the Auditor General's conclu-
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sion that the lack of reliable county error rate data reduces the likelihood 
that sanctions will be applied against counties with high error rates. The 
department could improve the reliability of its error rates by increasing 
the number of cases reviewed. The size of the sample, however, is limited 
by the cost of conducting the case reviews. Any increase in the state's 
sample of 5,000 cases would result in increased costs to sample and review 
the additional cases. 

Our analysis indicates that the department could increase the effective 
size of the quality sample without incurring any additional quality control 
costs by (1) combining results from two consecutive quality review peri­
ods and (2) combining the federal and state samples. 

Combining the results from two consecutive quality review periods will 
double the sample size for most counties, and improve the reliability of the 
county error rate estimates. The improved reliability will result in a nar­
rowing of the 95 percent confidence interval around the combined mid­
point estimate of the error rates for the two six-month periods. This means 
that the low point estimate of the error rate will be closer to the midpoint 
of the interval, and will improve the chances that a county with truly high 
error rate will face sanctions. Therefore, we recommend that the Legisla­
ture adopt the following Budget Bill language requiring the department 
to combine the results from two consecutive review periods for the pur­
pose of determining a county's error rate: 

"For the purposes of state sanctions pursuant to Section 15200.4 of the 
Welfare and Institutions Code, the error rate estimate that shall be used 
to measure the quality performance of each county shall be the low 
point estimate of the confidence interval estimated by combining the 
results from the two quality review samples conducted during the two 
subsequent quality review periods." 
The DSS could also improve the reliability of error rate estimates by 

combining the federal and state quality review samples. The state selects 
about 5,000 cases every six months in order to determine the error rates 
in the 35 largest counties. In the review period April to September 1981, 
an additional 796 cases were drawn in all counties except Los Angeles, for 
review by the state and the federal government to determine the official 
statewide error rate. If these samples were combined, it would increase 
the total sample statewide by apprbximately 23 percent. This increase 
would improve the reliability of county-specific error rates, narrow the 
confidence intervals, and increase the chances of sanctions being imposed 
on counties with excessive error rates. 

We therefore recommend that DSS develop and present to the fiscal 
committees prior to budget hearings a plan to combine the results from 
the federal and state samples in order to improve the accuracy of county 
error rate estimates. 

BUDGET ISSUES 

Asset Clearance Match 
We recommend a reduction in funds budgeted for county administra­

tion in order to reflect caseload decreases anticipated from the Asset Clear­
ance Match demonstration project, for a savings of$476,000 ($114,000 from 
the General Fund, $244,000 in federal funds, and $118,000 in county 
funds), 

Chapter 703, Statutes of 1981 (SB 620), authorized DSS to conduct a 
demonstration project (referred to as the Asset Clearance match) which 
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matches AFDC files against interest and dividend information from the 
Franchise Tax Board. The purpose of this project is to identify AFDC 
recipients who have personal property which exceeds the allowable fed­
eral and state limits. The department estimates that this system will result 
in a grant savings because some individuals will no longer be eligible for 
aid. Although the department acknowledges that the demonstration will 
reduce the AFDC caseload, it has not reduced the amount budgeted for 
county administration funds accordingly. (These administrative costs are 
budgeted according to the estimated caseloads for the budget year.) In 
order to account for impact of the program on county workload, we 
recommend a reduction of $451,000, c()nsisting of $110,000 from the Gen­
eral Fund, $231,000 in federal funds, and $110,000 in county funds. 

Because these amounts were included in the base used for calculating 
the cost-of-living amounts requested for county administration, a further 
reduction of $25,000 should· be made ($4,000 from the General Fund, 
$13,000 in federal funds, and $8,000 in county funds in the cost-of-living 
item (Item 5180-181-001). The total recommended reduction, is $476,000 
($114,000 from the General Fund, $244,000 in federal funds, and $118,000 
in county funds). 

Federal Food Stamp Incentive Payments 
We recommend that federal Food Stamp Incentive Payments be budg­

eted in 1983-84~ for a savings of$2~143~OOO ($1~072,OOO to the General Fund 
and $l~071~OOO to county funds). 

Federal law provides that states which reduce. their Food Stamp error 
rates by more than 25 percent in any year will receive an increase in 
federal funds for Food Stamp administration. Specifically, the federal gov­
ernment will increase its share of administrative costs from 50 to 55 per­
cent. 

During the period April 1981 to September 1981, Calif()rnia's Food 
Stamp error rate was 8.2 percent, down 27 percent from the 11.3 percent 
rate for the period April 1980 to September 1980. According to DSS, this 
will result in.enhanced federal funding of $2,143,000, and a corresponding 
savings to the state and counties. These funds will be received during 
either the current year or the budget year. Current law provides that 
these funds be distributed according to the share of administrative costs 
borne by the state and counties during the 1981 period. 

No adjustment has been made to the estimated General Fund expendi­
tures for 1982-83 or 1983-84 in recognition of these additional federal 
funds. Accordingly, we recommend that the anticipated increase in fed­
eral funds be reflected in the 1983-84 budget, resulting in a General Fund 
savings of $1,072,000 (Item 5180-141-001), a savings to the counties of 
$1,071,000, and an increase in federal funds of $2,143,000 in Item 5180-141-
866; 

Food Stamp Mail Loss Liability 
We recommend that funds proposed for alternative food stamp issuance 

methods be reduced to reflect a lower-than-anticipated caseload, for a 
savings of $14~OOO ($3~OOO from the General Fund, $7~OOO in federal 
funds~ and $3~OOO in county funds). . 

The Food Stamp Amendments of 1981 (P.L. 97-98) provide that states 
will be held liable for food stamp coupon mail losses. Counties which issue 

-- - ---~-- ---~~---' 
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more than $300,000 in coupons per quarter will bear the cost of coupon 
losses exceeding 0.5 percent of total coupons issued. Smaller counties are 
liable for losses over $1,500. The DSS reports that 20 counties face sanctions 
totaling $330,684 per quarter, based on actual mail loss rates during July 
to September 1982. State regulations provide that the counties shall bear 
the full cost of the mail loss liability. 

The budget includes $630,000, all funds, to support alternative means of 
issuing coupons to decrease the mail losses and avoid the sanctions. Such 
alternatives include certified mail, over-the-counter issuance, or automat­
ed computer-assisted issuance. The budget assumes that alternative issu­
ance methods will cost an additional $0.25 for each of 2,518,400 coupons 
issued during the budget year. 

Our analysis indicates that the number of coupons issued will reach only 
1,960,000, based on current department caseload estimates in counties 
threatened with mail loss liability. This caseload would result in a cost of 
$490,000 to alter the method of issuing the coupons. Therefore, we recom­
mend a reduction of $140,000 to reflect the lower caseload estimate, result­
ing in a General Fund savings of $35,000, a federal fund savings of $70,000, 
and a $35,000 decrease in estimated county costs. 

Enhanced Federal Funding for On-Line Food Stamp Issuance 
We recommend that enhanced federal funding for the development of 

on-line issuance of food stamp coupons be budgeted, for a savings of 
$398,000 ($197,000 to the General Fund and $201,000 in county funds). 

The Food and Nutrition Service of the U.S. Department of Agriculture 
offers enhanced federal funding--75 percent rather than the usual rate of 
50 percent-for the planning, design, development, and installation of 
new automated data processing and information retrieval systems. The 
budget includes a total of $1,595,000 for the development of an on-line 
Food Stamp issuance system which could qualify for enhanced funding as 
an automated data processing system. 

Our analysis indicates that the state will receive enhanced federal funds 
for the development of an automated on-line issuance system, resulting in 
decreased state and county costs of $197,000 and $201,000 respectively. The 
budget, however, has not been adjusted to reflect these savings. There­
fore, we recommend that increased federal funds of $398,000 be budgeted, 
for a savings of $197,000 to the General Fund and $201,000 in county funds. 

Development of On-Line Food Stamp Issuance Systems 
We recommend that DSS identify prior to budget hearings (1) the 

counties where on-line food stamp issuance is expected to become opera­
tional, (2) the costs and savings expected from installation of on-line 
systems in each county, and (3) the scheduled dates for implementation. 

In its original 1982-83 budget, the DSS included funds for the develop­
ment of on-line food stamp issuance systems in Los Angeles County. The 
department now proposes to develop in 1982-83 an on-line system for 
counties where Case Data Systems are operating, and to expand the sys­
tem in 1983-84 to .othercounties where it would be cost beneficial. 

In order to evaluate the costs estimated for this program and to insure 
that expected savings are appropriately budgeted, the Legislature needs 
information on (1) the current plan for implementing this system, (2) the 
costs associated with the development and operation of the system, and 
(3) the savings expected to accrue in the cost of Food Stamp administra­
tion. We recommend that the DSS provide this information to the fiscal 
committees prior to budget hearings. 
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Item 5180-151 from the General 
Fund and the Social Welfare 
Federal Fund Budget p. HW 147 

Requested 19~ .......................................................................... $173,098,000 a 

Estimated 1982-83 ..................................................................... ~ ...... 177,977,000 
Actual 1981-82 .................................................................................. 175,132,000 

Requested decrease $4,879,000 
( ~2.7 percent) 

Total recommended reduction Item 5180-151-001.................. 15,893,000 
Total recommended reduction Item 5180-181-001 (c) ............ (511,000) 
Recommendation pending .......... , ................................................. $17;170,000 

a This amount includes $13,149,000 proposed in Item 5180-181-001 (c) for eost-of-Iiving increases. 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
5180-151-001-Social ServiGes Program/Local As-

sistance 
5180-181-001-Social Serivces Program/Local As­

sistance: COLA 
5180-151-8~ocial Services Program/Local As­

sistance 

Total 

Fund 
General 

General 

Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Federal Title IV-E Funds. Reduce by $14~l~OOO. Recom­

mend unbudgeted federal funds be used to replace Gen­
eral Fund support for. social services program, in order to 
provide the Legislature with more fiscal flexibility. 

2. Other County Social Services (OCSS). Withhold recom­
mendation on funds proposed for child welfare services in 
the OCSS program ($1l,208,000 from the General Fund 
and $96,143,000 in federal funds), pending review of (a) 
final regulations implementing the family reunification 
and permanent placement programs and (b) draft regula­
tions implementing the emergency response and family 
maintenance programs. 

3. In-Home Supportive Services (IHSS). Withholdrecom­
mendation on $3,007,000 requested from the General Fund 
and $25,791,000 in federal funds proposed foradministra­
tion of the IHSS program, pending receipt of data reflect~ 
ingactual administrative expenditures for this program for 
the quarter ending December 31, 1982. 

Amount 
$159,949,000 

13,149,000 

(337,212,000) 

$173,098,000 

Analysis 
page 

1159 

1160 

1161 
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4. In-Home Supportive Services (IHSS). Recom~end 
adoption. of supplemental report language requiring the 
Department of Social Services (DSS) to report quarterly 
on IHSS administrative expenditures. 

5. Allocation of OCSS Funds to Counties. Recoinmend 
adoption of Budget Bill language requiring DSS to submit 
an allocation formula to the fiscal committees which is 
consistent with the department's estimates of the costs of 
the OCSS program .and is based on appropriate caseload 
measurements. 

6. OCSS Cost Control Plan. Recommend adoption of 
Budget Bill language requiring DSS to develop an OCSS 
cost control plan. 

7. OCSSFunds for Shasta and San Mateo Counties. Reduce 
Item 5180-151-001 by $1,600,000 and Item 5180-181~ooi (c) 
by $48,000. Recommend reduction in· General Fund sup~ 
port budgeted for the OCSS program to correct for double­
budgeting. 

8. OCSS Cost-of-Living Adjustment (COLA). Recommend 
a General Fund rec:iuction of $252,000 and a federal funds 
augmentation of $726,000 in the OCSS COLA items (Item 
5180-181-001 (c) and Item 5180-181-866) to correct for tech-
nical errors in calculating the effects of a 3 percent OCSS 
COLA. 

9. IHSS COLA. Recommend a General Fund reduction of 
$211,000 from the amount proposed for the IHSS COLA 
(Item 5180-181-001(c)) to correct for overbudgeting. 

10. Issuance of IHSS Payroll Checks. Reduce by $108,000. 
Recommend General Fund reduction of $108,000 to cor­
rect for overbudgeting of reimbursements to the· State 
Controller's Office for checkwriting services for the IHSS 
program. 

11. IHSS Payrolling Contract. Withhold recommendation on 
$2,955,000 requested from the General Fund to support a 
new IHSS payrolling system contract, pending receipt of 
the May revision of expenditures. 

12. IHSS Time-for-Task Standards. Recommend DSSreport 
to the fiscal committees prior to budget hearings on poten­
tial General Fund savings from statewide time-for-task 
standards .. 

13. Licensed Maternity Homes. Recommend enactment of 
legislation requiring DSS to collect additional financial 
data regarding residents of maternity homes. 

GENERAL PROGRAM STATEMENT 

1161 

1162 

1166 

1168 

1168 

1172 

1173 

U74 

1174 

1178 

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

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

ANALYSIS AND RECOMMENDATIONS 
Table 1 shows that the budget proposes total expenditures of $566.2 

million for social services programs in 1983-84. Of this amount, $173.1 
million, or 31 percent, is requested from the General Fund, and $337.2 
million, or 60 percent, is anticipated from the federal government. The 
budget also anticipates county support for social services totaling $55.9 
million. 

Of the total General Fund request, $13.1 million is for a three percent 
cost-of-living adjustment for social services programs. The total cost-of­
living increase proposed for social services programs is $14.7 million. 

Except for refugee social services which are administered by the Office 
of Refugee Services in the Executive Division, social services programs are 
administered by the Adult and Family Services Division within the DSS. 
The 1982 Budget Act authorized 420.6 positions in the department for 
administration of social services. During the current year, the department 
eliminated 22.5 positions. The budget proposes creating two new positions 
during 1983-84. Thus~ the budget proposes a total of 400.1 state positions 
to administer social services programs during 1983-84. 

Table 1 
Department of Social Services 

Proposed Expenditures for Social Services Programs 
Including Cost-of-Living Adjustment 

All Funds 
1983-84 

(in thousands) 

Program 
A. Other County Social Services .................. .. 
B. Special Adult Services ................................ .. 

1. In-Home Supportive Services .............. .. 
2. Maternity Home Care ............................ .. 
3. Access Assistance for the Deaf ............ .. 

C. Work Incentive (WIN) Program ............ .. 
D. Adoptions ...................................................... .. 
E. Demonstration Program ............................ .. 

1. Child Abuse Prevention ........................ .. 
2. Family Protection Act (AB 35) .......... .. 

F. Refugee Social Services .............................. .. 
G. Totals: 

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

General Federal 
Fund Funds 
$18,293 $156,916 
134,310 . 148,070 

(130,265) (148,070) 
(2,167) 
(1,878) 

355 
19,482 

658 
(610) 
(48) 

$173,098 
30.6% 

14,494 

432 
(432) 

17,300 

$337,212 
59.5% 

Proposed General Fund Budget Changes 

County 
Funds 
$52,598 

2,082 
(2,082) 

1,245 

$55,925 
9.9% 

Total 
$227,807 
284,462 

(280,417) 
(2,167) 
(1,878) 
16,094 
19,482 
1,090 

(1,042) 
(48) 

17,300 

$566,235 
100.0% 

Table 2 details the proposed changes in General Fund spending for 
social services programs. The table shows a net decrease in General Fund 
expenditures of $4,879,000, or 2.7 percent, from estimated current-year 
outlays. This reflects both increases and reductions. The major increases 
are due to: (1) the increased costs of children's services budgeted for the 
Other County Social Services (OCSS) program that are attributable to the 
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provisions of Ch 978/82 (SB 14) ($15,816,000), (2) increased In-Home 
Supportive Services (lHSS) caseload ($7,495,000), a.nd (3) cost-of-living 
adjustments ($13,149,000). These increases are offset by proposed de­
creases due to: (1) anticipated increases in federal Title IV-A, IV-E, and 
XX funds ($24,144,000), (2) a reduction ill the number of service hours to 
clients in the IHSS program ($7,495,000), and (3) the elimination offund­
ing for Ch 1398/82, which appropriated $10,000,000 for child abuse preven­
tion during 1982-83, of which $8,683,000 was for local assistance. 

Table 2 
Department of Social Services 

Proposed 1983-84 General Fund Budget Adjustments 
For Social Services Programs 

(in thousands) 

A. 1982-83 Current Year Revised .................................................................. .. 
B. Budget Adjustments 

1. Other County Social Services 
a. Transfer funding for ch 104/81 (AB 35) from demonstration 

projects .................................................................................................. .. 
b. Costs of Ch 978/82 (SB 14) ............................................................ .. 
c. General Fund reduction due to increased federal funds ........ .. 
d. Cost-of-living increase ...................................................................... .. 

Subtotal ................................................................................................. . 
2. IHSS 

a. Caseload increase ............................................................................... . 
b. Reduction in service hours to clients ............................................. . 
c. General Fund reduction due to increased federal funds ......... . 
d. Cost-of-living increase ....................................................................... . 

Subtotal ................................................................................................ .. 
3. Adoptions 

a. Costs of AB 2695 ................................................................................. . 
b. Cost-of-living increase ....................................................................... . 

Subtotal ................................................................................................ .. 
4. Demonstration Programs 

a. Eliminate Funding for Ch 1398/82 (AB 1733) ............................ .. 
b. Transfer funding for Ch 104/82 (AB 35) OCSS program ........ .. 
c. Ch 104/81 (AB 35)· cost-of-living increase ................................... . 

Subtotal ................................................................................................ .. 
5. Licensed Maternity Home Care Services 

a. Cost-of-living increase ....................................................................... . 
6. Deaf Access 

a. Cost-of-living increase ....................................................................... . 

Total Proposed General Fund Adjustments ................................................. . 
c. Proposed Total General Fund for 1983-84 ............................................ .. 

Adjustments 

1,600 
15,816 

-7,948 
4,596 

$7,495 
-7,495 

-16,l96 
7,812 

$51 
575 

-$9,751 
-1,600 

48 

OTHER-COUNTY SOCIAL SERVICES 

Totals 
$177,977 

$14,064 

-$8,384 

$626 

-$11,303 

$63 

$55 

-$4,879 
$173,098 

The Other-County Social Services (OCSS) program funds eight of the 
nine Title XX services that counties are required by the state to provide. 
In-Home Supportive Services (IHSS) is the ninth mandated program. 
Under the OCSS program, counties may also provide one or more of the 
various services that are optional under state law. 

Proposed Funding for OCSs. The budget proposes total spending of 
$227,807,000 for OCSS in 1983-84. This amount consists of $156,916,000 in 
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federal funds (Titles IV-A, IV-B, IV-E, and XX), $52,598,000 in county 
funds, and $18,293,000 in General Fund support. The total includes a cost­
of-living adjustment of $4,596,000 proposed separately under Item 5180-
181-001 (c). 

Impact of Major Legislation-Chapter 978, Statutes of 1982 (58 14) 
Chapter 978, Statutes of 1982 (SB 14), restructured the OCSS program 

by creating the family reunification and permanent placement programs" 
effective October 1, 1982, and the emergency response and family mainte­
nance programs, effective October 1, 1983. These programs replace the 
emergency response, child protective services, and out-of-home care serv­
ices for children programs authorized under prior law. Table 3 summa-
rizes these changes in child welfare services. . 

Table 3 

Summary of S8 14 Changes in 
Child Welfare Services 

Prior Law Senate BillU 
Emergency Response Preplacement Preventive Services 
Protective Services for Children a. Redefined Emergency Response, ,effective October 1, 

1983. 
b. Family Maintenance Services, effective October 1, 

1983. 
Out-of-Home Care Services for Children Family Reunification Services, effective October 1, 1982. 

Permanent Placement Services, effective October 1, 
1982. 

The purpose of each of the new child welfare services programs created 
by SB 14 is as follows: 

1. The Emergency Response Program will be the initial intake and 
assessment component of a new preplacement preventive program to 
help abused and neglected children remain with their families. 

2. The Family Maintenance Program will be the second component of 
the new preplacement preventive program, and will provide ongoing 
services to children and their families who have been identified through 
the emergency response program as being abused, neglected, or in danger 
of being abused or neglected. These services will be limited to six months 
with the possibility of two three-month extensions. The primary goal of 
the family maintenance program is to allow children to remain with, their 
families under safe conditions, thereby eliminating unnecessary place­
ment in foster care. 

3. The Family Reunification Program provides services to children in 
foster care who have been temporarily removed from their families be­
cause of abuse or neglect. The program also provides services to the 
families of such children. The primary goal of the program is to safely 
reunite such children with their families. Services under the family 
reunification program are limited to 12 months, with the possibility, ofa 
six-month extension. 

4. The Permanent Placement Program provides services to facilitate the 
permanent placement of children who cannot return safely to their fami­
lies. The primary goal of the program is to ensure that these children are 
placed in the most family-like and stable setting available, with adoption 
being the placement of first choice, followed by legal guardianship and 
long-term foster care. 
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In addition to these changes in child welfare services programs, SB 14 
made several procedural changes affecting the juvenile courts. Specifi­
cally, SB 14 required that the status of each child in foster care be reviewed 
at least once every six months, and that the court conduct a permanency 
. planning hearing within one year of the child's initial placement. Senate 
Bill 14 also provides that counties may establish an administrative review 
process to take the place of six-month court reviews for children who have 
had a permanency planning hearing. 

Unbudgeted Fedel'al· Funds 
We recommend that unbudgeted Title IV-E funds be used in lieu of 

General Fund support for the social services program, in order to increase 
the Legislatures fiscal flexibility, for a General Fund savings of $14,185,~ 
000. 

Background. . The Adoption Assistance and Child Welfare Act of 1980 
(P.L. 96-272) provided that qualifying states could receive federal Title 
IV-E funds for case management services provided to federally eligible 
foster care children. In order to qualify for these federal funds, states are 
required to have an approved Title IV-E plan. With the enactment of Ch 
977/82 (AB 2695) and Ch 978/82 (SB 14), California came into compliance 
with the requirements for an acceptable Title IV-E plan. The U.S. Depart­
ment of Health and Human Services (DHHS) approved California's Title 
IV-E plan effective October 1, 1982. 

Title IV-E Funds Not Budgeted for 1982,-83. The OCSS budget in­
cludes $13,694,000 in federal Title IV-E funds for the case management of 
federally eligible foster care children during 1983-84. This amount repre­
seuts the federal share (50 percent) of the costs of providing case manage­
ment services to foster children under the family reunification and 
permanent placement programs. The budget proposes to use these fed­
eral funds during 1983-84 to offset a portion of the General Fund costs of 
the OCSS program. 

Our analysis indicates that California is eligible to receive additional 
Title IV-E funds for 1982-83 because its Title IV-E plan was effective 
October!, 1982. The department estimates that the family reunification 
and permanent placement programs, which also went into effect on Octo­
ber 1, 1982, will cost $59,666,000 during 1982-83, of which $48,423,000 will 
be for case management services. Of this amount, the deyartment esti­
mates that approximately. 59 percent,· or $28,370,000, of al spending for 
case management services, will be for federally eligible children. Under 
the federal sharing rate of 50 percent, California is eligible to receive 
additional Title IV-E funds during 1982-83 totaling $14,185,000. Although 
these funds will be available for use during 1982-83 or 1983-84, the admin­
istration's budget does not include these funds for either fiscal year. If 
these funds are used to replace General Fund support for social services 
programs in 1983-84, the Legislature will have an additional $14,185,000 in 
General Fund resources to draw on, and thus more flexibility in funding 
its priorities in this or other program areas. We therefore recommend that 
the $14,185,000 in unbudgeted Title IV-E funds be used in 1983-84 to offset 
the General Fund costs of social services programs. 
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Final Regulations Implementing S8 14 Child Welfare Services Programs Not 
Available 

We withhold recommendation on $107,351~OOO proposed for child wel­
fare services in the OCSS Program ($11~208,OOO from the General Fund 
and $96,14~100 in federal funds)~ pending review of (1) the final regula­
tions implementing the family reunification and permanent planning pro­
grams and (2) the draft regulations implementing the family maintenance 
and emergency response programs. 

Background. Under the provisions of SB 14, the family reunification 
and permanent placement programs went into effect on October 1, 1982, 
and the family maintenance and emergency response programs will go 
into effect on October 1, 1983. The department's regulations implement­
ing the family reunification and permanent placement programs went 
into effect on an emergency basis on October 1, 1982. The department 
expects to submit final regulations to the Office of Administrative Law 
(OAL) for its review by January 28,1983. The OAL will have 30 days from 
the date the regulations are submitted in which to accept or reject the 
regulations. 

Service Levels Required by the Regulations may Exceed those Estab­
lished in Law. At the public hearing on the regulations implementing 
the family reunification and permanent planning programs, several coun­
ties presented testimony which identified specific instances in which the 
requirements of the regulations exceed the requirements of SB 14. 
Specifically, counties noted that the regulations: 

• Require monthly face-to-face contact between the social worker and 
the parents, foster parents, and child for all family reunification cases. 
This is not a requirement of SB 14. 

• Set specific time limits on the development and documentation of 
case plans. This also is not a requirement of SB 14. 

• Establish a six-month administrative review process which is far more 
costly than the one created by SB 14. In fact, every county we have 
contacted has decided not to establish an administrative review proc­
ess, but rather to have six-month reviews of children in foster care 
conducted by the court because they estimate that the review process 
created by the regulations would be a more costly alternative than a 
court review. It should be noted that any regulations issued by the 
Department of Social Services which exceed the requirements of SB 
14 could be considered an executive mandate and subject to reim­
bursements under Article XIIIB of the'Constitution. 

Regulations May Be Revised. It is our understanding that the depart­
ment is considering a revision of the family reunification and permanency 
planning regulations, in response to the concerns raised at the public 
hearing. We have not had the opportunity to review the version of the 
regulations which the department will submit to the OAL. Furthermore, 
the regulations implementing the emergency response and family main­
tenance programs have yet to be published even in draft form. 

SB 14 Estimates are Based on the Departments Regulations. The 
budget proposes total expenditures of $139,578,000 for child welfare serv­
ices in 1983-84. This funding level is based on the department's estimate 
of SB 14 costs, which is, in turn, based on the department's regulations. We 
estimate that, of the total OCSS spending for child welfare services, $11,-
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208,000 will be from the General Fund, $96,143,000 will be from federal 
funds, and $32,227,000 will be from county funds. 

Given (1) the possibility that the regulations implementing the family 
reunification and permanent placement programs may be changed in 
response to public testimony, and that they are subject ot OAL approval 
in any event, and (2) that the regulations implementing the family main­
tenance and emergency response programs will not be made public until 
April 1983, we have no basis on whichto evaluate the department's esti­
mates of the costs of child welfare services programs established by SB 14. 
We therefore withhold recommendation on funds budgeted for the OCSS 
program ($11,208,000 from the General Fund and $96,142,700 in the fed­
eral funds), pending our·review of (1) the final regulations for the family 
reunification and permanent placement programs and (2) the draft regu­
lations for the emergency response and family maintenance programs. 

IHSS Administrative Savings 
We withhold recommendation on $~798,000 ($3,007;000 from the Gen­

eral Fund and $25,791~000 in federal funds) budgeted for IHSS administra­
tion~ pending receipt of data needed to estimate the savings attributable 
to the change from semi-annual to annwll reassessments of IHSS recipi­
ents. 

Senate Bill 14 eliminated semi-annual reassessments of IHSS recipients' 
eligiblity and need for services, and instead required annual reassess­
ments. This change will result in a reduction in IHSS administrative costs 
to the extent that it results in fewer reassessments of IHSS recipients by 
county welfare departments. Senate Bill 14 also required the Legislative 
Analyst to (1) identify the savings attributable to this change for ·198~ 
and (2) estimate the savings in 1983-84. 

The Supplemental Report of the 1982 Budget Act requires the depart­
ment to provide the Legislature with quarterly reports on IHSS adniinis­
trative expenditures. The department's first report for the quarter ending 
September 30,1982 was submitted on December 13, 1982. Because SB 14 
did not take effect until September 13, 1982, however, the full effect of the 
change in the frequency of IHSS reassessments is not reflected in the 
expenditures for this period. We believe that data reflecting IHSS adminis­
trative expenditures during the quarter ending December 31, 1982, will 
provide the data necessary for making the required estimate of IHSS 
administrative savings. 

The budget proposes a total of $37,443,000 for the administration of the 
IHSS program during 1983-84. This amount consists of $3,007,000 from the 
General Fund, $25,791,000 from federal funds, and $8,645,000 from county 
funds. Until we have reviewed actual expenditure data for IHSS adminis­
tration during the quarter ending December 31, 1982, we have no basis for 
evaluating the department's estimate of 1983-84 IHSS administrative 
costs. Therefore we withhold recommendation on $28,798,000 ($3;007,000 
from the General Fund and $25,791,000 in federal funds) requested for 
IHSS administrative costs. 

Report on IHSS Administrative Costs 
. We recommend adoption of supplemental report language requiring 

the department to make quarterly reports on the costs of IHSS administra­
tion. 

The Supplemental Report of the 1982 Budget Act requires DSS to pro­
vide the Legislature with quarterly reports on IHSS administrative ex-
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penditures. In arder to. facilitate the Legislature's continued review af the 
fiscal effects resulting fram the change in the frequency af IHSS· reassess­
ments, we recammend the adaptian af the fallawing supplemental repart 
language: 

'The department shall submit, within 90 days of the last day of each 
quarter af 1983-84, a repart on the amaunt spent by each caunty fram 
state, federal, and county funds, far the administration af the In-Home 
Suppartive Services program." 

OCSS Allocation Formula Will Result in "Underfunding" of Some Counties 
We recommend adoption of budget bill language requiring the depart­

ment to submit to the fiscal committees and the Joint Legislative Budget 
Committee an allocation formula for the OCSS program which is consist­
ent with the departments estimates of the costs and savings of SB 14. 

The budget prapases tatal spending fram all funds for the OCSS pra­
gram af $227,807,000 in 1983-84. Of this amaunt, $226,681,000. is far the 
department's estimate af the casts af the OCSS pragram resulting fram 
the pravisians afSB 14. Assuming the department's estimate is correct, the 
amaunt prapased in the budget will be sufficient to. pravide each caunty 
with an amaunt adequate to. pay far the costs af the OCSS pragram, 
including the iIicreased casts attributable to. the provisians af SB 14. 

Our analysis indicates, hawever, thatthe current farmula used by the 
department to. allacate state and federal funds to the counties will result 
in significant under-funding of same caunties. 

HistoricalBasis for the Allocation Formula. . The department's farmula 
far allacating OCSS funds is graunded in the histaryaf the OCSS pragram. 

During the early 1970~s, funding far the pragram was mare than suffi­
cient. In fact, each year many caunties spent less than their tatalallaca­
tions. Unexpended furidswere reallocated amang the remaining counties. 
During the mid-ta-Iate 1970's, hawever, the amaunt af funding available 
far the OCSS pragram (primarily federal Title XX funds, at that time) did 
nat keep pace with escalating costs, with the result that thase caunties 
which traditianally had returned a partion of their OCSS allocatians to. the 
state began to. use all af the fundsallacated to. them. In response, the 
department develaped anallacatian .farmula incarparating measure­
ments of each caunty's need far funds, such as caunty populatian, welfare 
caselaad, and children in faster care. The exclusive use af these caseload 
indicators, hawever, wauld have resulted in a massive shifting af funds 
awayfram thase caunties which had ahighleyel af expenditure far OCSS 
to thase.caunties which. had traditionally returned much of their OCSS 
allacation. The department therefare decided that no. caunty wauld, re­
ceive . mOre than 102 percent, ar less than 98 percent, af its priar-year 
allacatian, adjusted far any cast-af-living increas~ granted by the Legisla­
ture. 

Allocation Formula Inconsistent with SB 14 Cost Estimates. The far­
mula used by the department to. distribute OCSS funds may have been 
apprapriate priar to. enactment af SB 14. The passage of SB 14, hawever, 
represents a major change in the OCSS pragram, making the farmula 
absalete. The department, however, has nat acted to. change the allacatian 
farmula to. reflect these changes in the pragram. . 

Our analysis indicates that the department's allacatian farmula is incan­
sistent with the SB 14 cast estimates in the fallawing ways: 
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• The formula distributes the total funding available for: the OCSS 
program to the specific service programs in a manner which is incon­
sistent with the costs of each service program~ as estimated by the 
department. Prior to SB 14, 63 percent of OCSS funds were spent for 
the children's services programs. According to the department's esti­
mate, the changes enacted by SB 14 will require that 76 percent of 
OCSS funds be spent for child welfare services. The allocation f()rmula 
used by the department in 1982-83-the first year in which SB 14 was 
in effect-however, continues to allocate only 63 percent of the avail­
able funding based on child welfare services caseloads. 

• The formula aJJocates funds using inappropriate measures of case­
load The portion of the funds intended for child welfare services is 
allocated to counties based on each county's share of statewide 
AFDC-FC and U children, AFDC-Foster Care children; and children 
aged 0-17, with each of these factors weighted equally. More appro~ 
priate caseload indicators would be each county's share of statewide 
AFDC-Foster Care children and child protective service referrals. 
This is implicitly recognized by the department, since its estimates of 
the costs of the child welfare service programs created by SB 14 are 
based entirely on these caseloads. . 

• The formula aJJocates IHSS administration funds based on IHSS and 
SSIISSP caseloads rather than on IHSS caseloads alone. Further­
more, it allocates $9.6 million more for IHSS administi'ation than 
would be consistent with the department's estimates of the cost of 
IHSS administration. 

Table 4 compares our estimate of each county's costs for the OCSS 
program with our estimate of how much state and federal OCSS money 
each county will receive as a result of the current allocation formula. Our 
estimate of the costs of the OCSS program in each county is based on the 
department's method of estimating the statewide costs of the OCSS pro­
gram. The department based its estimate on (1) the statewide caseloads 
in the child welfare services programs, (2) the statewide costs of the IHSS 
administration component of the OCSS program, including the estimate 
of savings from the change in the frequency of IHSS reassessments, and 
(3) the statewide costs of the OCSS programs not affected by SB 14 (that 
is, adult protective services, out-of-home care services for adults, informa-
tion and referral, and the optional programs). .. 

In estimating these costs on a county-by-county basis, we used the same 
caseload data used by the department in arriving at its estimate of state­
wide costs. In estimating the disti'ibution of state and federal funds that 
will result from the current allocation formula, we merely applied the 
department's allocation formula to the funds proposed in the budget. The 
county share of the costs of the OCSS program are not shown. For both 
our estimate of costs and our estimate of how the funds will he distributed, 
we assumed that the county shares would be at the maximum levels 
established in SB 14. 

Table 4 shows that 26 counties will receive an amount of state and 
federal funds that will not be sufficient to pay for all of the costs of the 
counties' OCSS programs. The combined shortfall for all of these counties 
will be $14.6 million. Conversel):" 32 counties will receive $14.6 million 
more under the department's allocation formula than what the depart­
ment's own estimates would imply they need. We emphasize that these 
conclusions are based on the department's estimate of the costs of the 
OCSS programs. This estimate may change as the implementation ofSB 
14 proceeds and actual data reflecting the law's costs become available. 
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Comparison of OCSS Estimated Costs With Estimated Allocation of Proposed 
OCSS Funding 

1983-84 
(in thousands) 

COUNTIES 
Alameda ............................................................... . 
Alpine ................................................................... . 
Amador ............................................................... . 
Butte ..................................................................... . 
Calaveras ............................................................. . 
Colusa ................................................................... . 
Contra Costa ....................................................... . 
Del Norte ........................................................... . 
El Dorado ........................................................... . 
Fresno ................................................................. . 
Glenn ................................................................... . 
Humboldt ........................................................... . 
.Imperial .•.............................................................. 
Inyo ....................................................................... . 
Kern ..................................................................... . 
Kings ..................................................................... . 
Lake ..................................................................... . 
Lassen ................................................................... . 
Los Angeles ......................................................... . 
Madera ................................................................. . 
Marin ................................................................... . 
Mariposa ............................................................. . 
Mendocino ......................................................... . 
Merced ................................................................. . 
Modoc ................................................................... . 
Mono ..................................................................... . 
Monterey ............................................................. . 
Napa ..................................................................... . 
Nevada ................................................................. . 
Orange ................................................................. . 
Placer ................................................................... . 
Plumas ................................................................ .. 
Riverside ................ ~ ............................................ . 
Sacramento ......................................................... . 
San Benito ........................................................... . 
San Bernardino ................................................. . 
San Diego .......................................................... .. 
San Francisco .................................................... .. 
San J oaquin ............................... ~ ................. ; ...... .. 
San Luis·Obispo ................................................ .. 
San Mateo ........................ ; .................................. . 
Santa Barbara .................................................... .. 
Santa Clara ......................................................... .. 
Santa Cruz ......................................................... . 
Shasta ................................................................... . 

ADocation of 
OCSS Costs' State and Federal 

Based on Funds for OCS5-
DSS estimate DSS ADocation 

of SB 14 Formula b 

$7,924.4 $8,429.1 
-8.1 71.9 
65.6 89.8 

1,608.9 1,220.1 
85.6 113.8 
47.4 85.1 

4,690.2 6,291.0 
175.4 142.8 
610.2 429.3 

5,218.7 4,511.1 
165.1 160.1 
655.2 780.0 
490.9 601.3 
82.3 106.7 

2,260.6 2,518.4 
926.4 473.4 
305.2 248.1 
89.2 122.1 

70,694.5 66,449.7 
535:8 494.0 
604.5 1,023.9 
37.3 69.9 

572.6 577.7 
1,713.6 1,108.7 

72.4 56.7 
40.0 45.6 

1,812.8 1,537.4 
435.5 491.5 
346.3 293.7 

7,565.3 8,251.6 
949.6 729.0 
115.7 114.4 

5,805.0 4,827.8 
4,805.7 7,035.9 

78.7 112.1 
6,283.7 5,480.6 

12,933.9 10,287.6 
5,634.5 6,543.3 
1,933.7 3,831.2 
1,247.2 621.7 
3,662.5 3,450.2 
1,315.9 1,471.2 
4,758.1 8,454.7 
1,076.2 1,025.6 

762.9 839.1 

Difference 
Amount Percent 

$504.7 6 
80.0 . N/A C 

24.2 37 
-388.8-24 

28.2 33 
37.7 80 

1,600.8 34 
-32.6 -19 

-180.9 ~30 
-707.6 -14 

-5.0 -3 
124.8 19 
110.4 22 
24.4 30 

257.8 11 
-453.0 -49 
-57.1 -19 

32.9 37 
-4,244.8 -6 

-41.8 -8 
419.4 69 
32.6 87 

5.1 1 
-604.9 -35 
-15.7 -22 

5.6 14 
-275.4 -15 

56.0 13 
-52.6 -15 
686.3 9 

-220.6 -23 
-1.3 1 

-977.2 -17 
2,230.2 46 

33.4 42 
-803.1 -13 

- 2,646.3-20 
908.8 16 

1,897.5 98 
-625.5 -50 
-212.3 -6 

155.3 12 
3,696.6 78 
-50.6 -5 

76.2 10 
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Sierra ................................................................... . 
Siskiyou .............................................................. .. 
Solano .................................................................. .. 
Sonoma ................................................................ .. 
Stanislaus ............................................................ .. 
Sutter ................................................................... . 
Tehama ............................................................... . 
Trinity ................................................................ .. 
Tuolumne .......................................................... .. 
Tulare .................................................................. .. 
Ventura ............................................................... . 
yolo ...................................................................... .. 
yuba .................................................................... .. 

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

18.3 
196.2 

1,199.3 
2,592.9 
2,373.2 

289.3 
218.0 
86.0 

225.9 
3,332.2 
1,264.3 

526.7 
573.6 

$174,083.1 
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39.8 
220.6 

1,538.8 
1,812.2 
2,306.2 

361.2 
269.3 
69.1 

186.5 
2,352.6 
2,147.8 

681.6 
478.4 

$174,083.1 

21.5 
24.4 

339.5 
-780.7 
-67.0 

71.9 
51.3 

-16.9 
-39.4 
979.6 
883.5 
154.9 

-95.2 

117 
12 
28 

-30 
-3 
25 
24 

-20 
-17 
-29 

70 
29 

-17 

a The estimate of total ocss cost is from DSS. The distribution of the costs on a county-by-county basis 
was prepared by the Legislative Analyst. 

b Legislative Analyst's estimate of the county-by-county allocations of OCSS funds that would result from 
applying DSS' allocation formula. 

e Caseloads for the OCSS program in Alpine County are so small that the required county share is actually 
more than sufficient to pay for the costs of the OCSS program. 

We have the following three concerns regarding what appears to be 
underfunding for 26 counties; 

Underfunding may cause counties to reduce service levels in the OCSS 
program. Senate Bill 14 provides that the service requirements estab­
lished in the bill may be reduced under certain circumstances. Specifi­
cally, Section 72 of Ch 978/82 provides that: 

• The department must reduce the bill's mandates upon the counties 
whenever reductions in federal funding result in a reduction in the 
funds available for the OCSS program . 

• Thecounties 'fill not be required to meet any of the mandates creat­
ed by the bill during any fiscal year in which funding for the OCSS 
program falls below the funding available during 1981-82. 

1n addition,SB 14 limited the required county match for OCSS funds to 
a specific dollarrunountfor each county. These amounts total $51,065,596. 
The limit established by SB 14; for ~ach county is approximately equal to 
that county's required 25 percent match during 1981-82 (Prior to S1314, 
counties were required to pay for 25 percent of the costs6f the OCSS 
program.) The bill provides that the limit on each county's share of OCSS 
program costs shall be increased annually by any percentage cost-of-living 
increase provided to the OCSS program in the budget act. 

This limit on county spending raises the question of whether a cpunty 
would be exempt from the service requirements ofSB 14 in the event that 
it received OCSS funds which, if combined with the required county 
funding, would not be sufficient topayfor the costs of providing services 
at the reqUired levels. III that regard, Legislative Counsel has advised us 
that:. 

"Since counties are only to expend out of county funds the share allotted 
pursuant to Sections lO200 and lO201, it is reasonable to assume that 
the Legislature meant for a courtty to have the authority to reduce child 
welfare service levels where insufficient funding has been provided to 
ensure that the county will expend no· more than its allotted share pf 
costs for OCSS, even under circumstances where Section 72 of Chapter 
978 is inapplicable." 
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Thus, SB 14 gives counties the authority to reduce child welfare services 
below the levels required in the bill if funding is not sufficient to pay for 
the provision of services at the required level. 

Federal Sanctions Possible. Our analysis indicates that the failure of 
underfunded counties to provide child welfare services at the levels estab­
lished by SB 14 could result in federal sanctions. Federal law requires that: 
(1) the parents of a foster child be allowed to participate in the six-month 
review of the child's'status and (2) one of the parties involved in the 
review not be directly responsible for the child's case management. Fed­
eral financial participation in the foster care program, expected to total 
$72.6 million during 1983-84, is conditioned upon the state meeting these 
as well as other provisions of federal law. Senate Bill 14 incorporated these 
requirements into state law. Thus, to the extent that any of the 26 under­
funded counties choose to achieve savings in the OCSS program by ignor­
ing the requirements for the six-month reviews of children in foster care, 
or any other provision of SB 14 which is also a requirement of federal law, 
the state would be out of compliance with federal law and therefore 
subject to federal sanctions. 

Allocation Formula Inequitable. In addition to the possibility of fed­
eral sanctions, the underfunding of 26 counties which we estimate could 
result from the department's allocation formula also raises a question of 
equity. Why should the citizens of 26 California counties receive a lower 
level of the services provided under the OCSS program than do the citi­
zens of the remaining 32 counties? In enacting SB 14, the Legislature 
clearly intended for the provisions of the law to apply equally to all coun­
ties. Yet, the department's allocation formula could result in 26 counties 
reducing OCSS service levels by an unknown amount below the service 
levels established by SB 14, despite the fact that, ona statewide basis, 
adequate funds would be available for all counties to provide the required 
service levels. 

Conclusion. We conclude that the use of the department's allocation 
formula will result in the underfunding of some counties, and that this 
underfunding could, in turn, result in (1) federal sanctions against the 
state and (2) reductions in the level of services available to residents of 
the underfunded counties. To avoid these problems, we recommend that 
the Legislature adopt the following Budget Bill language requiring the 
department to submit an allocation plan to the fiscal committees prior to 
the allocation of OCSS funds for 19~4 which is consistent with the 
department's estimate of the costs of SB 14: 

"Provided that the Department of Social. Services shall submit its plan 
for allocating OCSS funds to the counties to the Chairpersons of the 
fiscal committees of each house and the Chairperson of the Joint Legisla­
tive Budget Committee no later than 30 days before such allocations are 
made. The allocation plan shall be consistent with the department's 
estimates of the costs of the OCSS program under the provisions of Ch. 
978/82, and shall be based upon the same caseload measurements used 
in such estimate." 

The Department Has Failed to Develop an Adequate Cost Control Plan 
We recommend adoption of Budget Bill language requiring the depart­

ment to develop an OCSS cost control plan which (1) assesses the effec­
tiveness of the OCSS program in each county and in the state as a whole~ 
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(2) compares the effectiveness of similar counties in providing required 
services~ and (3)deve/ops case/oad measurements and work/oadstandards 
for each of the OCSS services. 

Senate Bill 14 requires the department to establish "a plan whereby 
costs of county administered social services programs will be effectively 
controlled within the amount annually appropriated for these services." 
In response to our request for a copy of its OCSS cost control plan, the 
department forwarded a copy of its OCSS allocation plan. In a memoran­
dum to our office dated January 4, 1982, the department stated that, "It 
is the department's position that an allocation plan in itself is a cost control 
plan whereby. costs of county administered social services are effectively 
controlled within the amount annually appropriated for these services. 
The department will reimburse the counties only up to the amount appro­
priated by the budget act." 

We recognize that an allocation plan limits the amount of state and 
federal funds thateach county may spend, and is therefore a spending 
plan. A spending plan is not the same as a cost control plan,however, for 
the following reasons: 

• An allocation plan only provides information on how much money 
each county will spend. It provides no information regarding what 
each county, 'or the state as a whole, will accomplish with the money 
spent. The Legislature appropriates money for the OCSS program to 
enable the counties to provide a certain level of services to the pro­
gram's clients, not merely so that the counties can spend the money 
it appropriates. 

• ~ allocation plan pro,?desno information regarding thecost-effec­
bveness of each county s program. For example, the plan for 1982-83 
shows that Sacramento and Orange County were allocated approxi­
mately equal amounts of money. ($6.5 million and $6.2 million, respec­
tively), but it provides no basis for comparing the effectiveness of the 
programs in the two counties. 

• Finally, an allocation plan cannot serve as the basis for determining 
the appropriate costs of providing these services. Specifically, the 
allocation plan provides no basis for determining workload standards. 
Nor does the plan identify appropriate caseload measurements for the 
various OCSS services. Only when such workload standards and case­
load measurements have been developed will it be possible to deter­
mine the appropriate level of funding for the OCSS program for each 
county as well as for the state as a whole. 

For these reasons, we do not believe that the department's allocation 
plan can serve as an adequate cost control plan. In fact, SB 14 requires the 
department to develop both a cost control plan and an allocation plan, 
clearly demonstrating the Legislature's understanding that the two plans 
are not one and the same. 

We therefore recommend adoption of the following Budget Bill lan­
guage requiring the department to develop an OCSS. cost control plan 
which (1) assesses the effectiveness of the OCSS program in each. county 
and in the state as a whole,· (2) compares the effectiveness of similar 
counties in providing required services, and (3) develops caseload meas­
urements and workload standards for each of the OCSS services: 

"Provided that the Department of Social Services shall submit to the 
chairpersons of the Fiscal Committees and the chairperson of the Joint 
Legislative Budget Committee by December 1, 1983 a cost control plim 
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for the OCSS program which shall, at a minimum, identify the depart­
went's plans to (1) develop a method of assessing the effectiveness of 
the OCSS program in each county and in the state, as. a whole, (2) 
develop a method of comparing the effectiveness . of similar counties in 
providing services under the OCSS program, and (3) develop caseload 
measurements and workload standards for each of the OCSS services." 

Double-Budgeting of OCSS Funds 
We recommend a General Fund reduction of $1,64~000 ($1,600,000 

frorn the OCSS item (Item 5180-151-(01) and $4~000 from the COLA. item 
(Item 5180-181-001 (c) )to correct for double-budgeting of the costs of SB 
14 in Shasta and San Mateo Counties. 

The Family Protection Act (FPA) was enacted by the Legislature in 
197B to test many of the programs and concepts which ultimately were 
incorporated into SB 14. The demonstration project is conducted in Shasta 
and San Mateo Counties. With the enactment ofSB 14, the FPA demon­
stration has, in effect, been made into a statewide program. 

The budget proposes to eliminate the FP A demonstration program and 
to transfer the funding for the program from the demonstration programs 
item (Item 51BO-151-001 (e)) to the OCSS item (Item 51BO-151-001 (a)). 
Our analysis indicates that this results in double-budgeting because OCSS 
funding has already been increased by$15,B16,000 for the statewide costs 
(including the cost attributable to Shasta and San Mateo Counties) of the 
provisions of SB 14. We therefore recommend a GeneralFund reduction 
()f $l,64B,ooo ($1,600,000 from the OCSS item and $4B,000 from the COLA 
item) to correct for the double-budgeting of the costs of SB 14 in Shasta 
and San Mateo Counties. 

General Fund Cost of Proposed 3 Percent OCSS COLA is Overbudgeted 
We recommend a General Fund reduction of $2$2,000 and a Federal 

Fund increase of $726,000 to the OCSS cost-oE-living increase item (Items 
5180-181-001{c) and 5180-181-866) to con;ect for technical errors in cal­
culating the cost of providing a 3 percent COLA to the OCSS program. 

The budget proposes a 3 percent COLA for the OCSS program and 
includes a General Fund appropriation of $4,596,000 to fund it. The budget 
proposes no increase in federal funds as a result of the COLA. 

Our analysis indicates that in estimating the cost of a 3 percent COLA 
for the OCSS program, the administnition made two errors which result 
in overbudgeting. Specifically, the administration: 

• Neglected to include in the base upon which the 3 percent was cal­
culated the increased costs to the OCSS program of SB 14, thereby 
understating General Fund costs. 

• Neglected to account for the fact that the 3 percent OCSS COLA will 
result in a 3 percent increase in federal Title IV-A and IV-E funds, 
thereby overstating General Fund costs . 

. The net effect of these two errors is that the budget (1) overestimates 
the C()st to the General Fund of providing a 3 percent COLA by $252,000 
and (2) underestimates federal funding by $726,000. Theref()re, in order 
to accurately reflect the costs of a 3 percent OCSS COLA, we recommend 
a General Fund reduction of $252,000 and a federal fund augmentation of 
$726,000 to the OCSS cost-of-living increases item (Items 5180-1B1-001 (c) 
and 51BO-1B1-B66). 
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IN-HOME SUPPORTIVE SERVICES 
The In-Home Supportive Services (IHSS) program provides specified 

services to eligible aged, blind, and disabled persons for the purpose of 
enabling them to remain in their own homes when they might otherwise 
be institutiot;lalized in boarding or nursing facilities. Two broad categories 
of services are available within the IHSS program: (1) domestic and relat­
ed services and (2) nonmedical personal services. Domestic and related 
services include routine cleaning, meal preparation, shopping, and other 
household chore services. Nonmedical personal services include feeding, 
bathing, bowel and bladder care, and other services. 

Currently, county -welfare departmet;lts administer the IHSS program. 
Each county may choose to deliver services in one or a combination of 
three ways: (1) directly by county employees, (2) by private agencies 
under contract with the counties, or (3) by individual providers hired 
directly by the recipients. The delivery method used most extensively is 
by individual providers. The department estimates that individual provid­
ers will deliver 75 percent of IHSS case-months in 1982-83. 

Current-Year Expenditure Shortfall 
The budget estimates that expenditures under the IHSS program in the 

current year will be $7,592,000 less than the amount reflected in the 1982 
Budget Act. Of this amount, $6,983,000 will appear as a shortfall in General 
Fund expenditures. The remaining $609,000 represents savings to the 
counties from decreased matching requirements~ The shortfall is due pri­
marily to a lower-than-anticipated number of service hours. 
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Chart 1 

Department of Social Services Expenditures for In-Home 
Supportive Services General Fund, Federal Funds, and 
Total Funds 1976-77 to 1983-84 (in millions) 
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Source: Governor's Budget for 1983-84. 
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Budget Year Proposal 
The budget proposes a General Fund appropriation of $130,265,000 for 

IHSS in 1983-84. This is a decrease of $8.4 million, or 6 percent, below 
estimated 1982-83 General Fund expenditures. 

The budget proposes a total expenditure for IHSS of $280,417,000 in 
1983-84. , 

Chart 1 shows the state and federal cost-sharing relationships for IHSS, 
for the period 1976-77 to1983-84 (proposed). The county share of costs 
since 198Q...;.81 is not displayed in the chart, although county funds are 
included in the estimates of total expenditures. 

The department estimates that an average of approximately 97,538 in­
dividuals will· receive IHSS services each month in 1983-84. This is an 
increase of 2,198 over estimated monthly caseloads in the current year. 
The cost of funding projected budget year caseloads at current service 
levels would be $287,912,000, including the cost of a COLA. Because the 
budget is reques~ng $280,~17 ,000, the a~inistration will have t? reduce 
the level of serVIces proVIded to IHSS clients by $7,495,000. ThIS means 
reducing services to the average client by approximately two hours each 
month. Because counties utilize different modes of delivering services to 
clients, and because the average hourly cost of these modes varies consid­
erably, the size of the service reductions in each county will vary. 

As Table 5 indicates, the budget assumes that counties will commit $2.1 
million to the IHSS program in 1983-84. The extent to which counties will, 
in fact, share in the cost of providing the level of service proposed in the 
budget for 1983-84 depends on whether actual program costs exceed the 
amount of state and federal funds appropriated for IHSS in the budget 
year. 

Table 5 

In-Home Supportive Services 
Proposed Funding by Source 

1982-83 and 1983-84 
(in thousands) 

Estimated Proposed 
Total Program a 1982-83 1983-84 

General Fund .............................................. .. $138,649 $130,265 
Federal funds ..... , .... ;, ..................................... . 131,874 148,070 
County funds ................................................ .. 1,214 2,082 

Totals ............................... ; ...................... .. $271,737 $280,417 

a Includes proposed 3.0 percent COLA. 

Impac::t of Chapter 69, Statutes of 1981 

Change 
Amount Percent 
-$8,384 -6.0% 

16,196 12.3 
868 71.5 

$8,680 3.2% 

Chapter 69, Statutes of 1981 (SB 633) limited General Fund expendi­
tures for the IHSS program to the amount appropriated in the Budget Act. 
In addition, it made the following changes to the program: 

• ComFort Was Eliminated as a Criterion of Need. During 1981-82, 
counties were required to eliminate service hours granted to clients 
for their comfort, rather than their health and safety. In implement­
ing this provision, the department specified that counties could pro­
vide a maximum of six hours per client per month for domestic chore 
services. Subsequent legislation (Ch 309/82) , however, provides that 
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cuts in services that are being provided on the basis of client comfort 
may be made only after an assessment of the individual recipient's 

. need. 
• Counties Must Share in the Cost of the Program. . Counties must now 

pay 10 percent of the General Fund-supported costs in excess of 
General Fund expenditures for the, IHSSprogram in 1980-81. In 1981-
82, 19 counties-and ten of the 14 largest-were required to provide 
the 10 percent match. 

• Annual Program Plans Must be Submitted to DSS. Counties must 
submit plans to the department indicating how they intend to remain 
within their allocation of state and federal funds for the year. These 
plans are utilized by DSS in determining the county IHSS allocation 
for the year. Plans generally are not submitted in time, however, to 
be· considered in the budget process. 

• Counties Are Authorized to Make Necessary Program cuts. Any 
county needing to cut program expenses in order to stay within its 
allocation must make the cuts in the following predetermined order: 
(1) reduce the frequency of nonessential services, (2) eliminate 
nonessential services,(3)' terminate Or deny eligibility to individuals 
requiring only domestic serv~ces! (4) te.rmi~ate.or ~eny eligibility to 
persons who would not reqmremshtuhonalization m the absence of 
services, and (5) reduce, Dn a per capita basis, the costs of services 
authorized~ In 1981-82, only two counties had to resort to the priority 
cuts .. In hoth cases, they did not go further than reducing the fre­
quency ofnonesse~tialser.vices; and th.ese re~uctions ~ere in ~ffect 
for only a short perIod of time. At the time thls AnalYSlswas wrItten, 
no county anticipated resorting to priority cuts in the current year in 
order to stay within its allocation. ' 

Chapter 69 appears· to be effective in controlling the costs of the IHSS 
program. Before implementation of Ch 69/81, the IHSS program fre­
quently overspent the amount appropriated by the Legislature. This no 
longer occurs. In 1981-82, IHSS received a supplemental appropriation of 
$3 million under Chapter 3X. At the end of the year, however, the depart­
ment returned $6.3 million in funds appropriated for IHSS tD the General 
Fund, or more than the amount made available by Chapter 3X. In the 
current year, the department estimates that counties again will not spend 
their entire allocations; 

In our conversations with county welfar.e officials and social workers in 
the field, we found that counties have adopted diverse strategies for con­
trolling costs within the IHSS program.· These strategies include: 

• Enhancing the awareness of social workers of the costs of providing 
IHSS services; . 

• Educating assessment workers to the choice existing between auster­
ity in initial need assessments or the painful task of later on reducing 
services; 

• Substituting technically trained assessment workers for social work­
ers; and 

• Tighteningtime-for-task standards, which are the basis·for awarding 
IHSS service hours. 



1172· / HEALTH AND WELARE Item 5180 

SOCIAL SERVICES PROGRAMS-Continued 

Eligibility and Need Determination 
Eligibility for the IHSS program is tied Closely to eligibility for the 

SSI / SSP program. An individual· can qualify for IHSS services if he / she: 
1. Is currently a recipient of SSI/SSP; 
2. Meets all SSI/SSP criteria, but is not receiving SSI/SSP grants; 
3. Was once eligible for SSI/SSP, is now peiforming substantial gainful 

activity, but still has the disability w. hich was once the basis for his/her 
eligibility; or 

4. Meets all other SSI/SSP eligibility criteria, but has an income which, 
although higher than the SSI/SSP payment standard, is not sufficient to 
pay the full cost of IHSS services. These individuals ~re required to pay 
a share of the cost of the services provided. 

Assessment of Need County. social workers determine the type and 
level of IHSS services an individual needs in order to remain safely in 
his/her home. In addition to the initial determination of need made by the 
county, each recipient must be reassessed periodically. Until the current 
year, the state required counties to reassess eligibility for IHSS services at 
least once every six months. Chapter 978, Statutes of 1981 (SB 14), length­
ened the period for mandatory reassessments to no less frequently than 
once each year. .. 

Severely and Nonseverely ImpairedRecipients. Individuals may quali­
fy for IHSS services as either nonseverely impaired or severely impaired 
clients. Individuals who require 20 hours or more each week, of the follow­
ing services are considered to be "severely impaired:" (1) Routine bodily 
functions, (2) dressing, (3) meal preparation and feeding, (4) moving into 
and out of bed, (5) ambulation, (6) bed baths, and (7) paramedical serv­
ices. In the current year, severely impaired individuals are eligible for 
service awards of up to $838. each month. . . 

Individuals requiring less than 20 hours of the services identified above 
each week are considered nonseverely impaired. In 1982-:-83, the non­
severely impaired client is eligible for a maximum service award of $581 
per month. 

Cost-of-Living Increase 
The budget proposes $7,812,000 from the General Fund to provide a 3 

percent increase in the maximum allowable monthly payments provided 
·under the IHSS program· and salary increases to IHSS providers. If .ap­
proved, the maximum grant for a nonseverely impaired recipient will 
increase from $581 in 1982-:-83 to $598 in 1983-84. The maximum grant for 
a severely impaired client will increase from $838 in the current year to 
$863 in the budget year. 

General Fund Cost of Proposed IHSS COLA is Overbudgeted 
We recommend a General Fund reduction of $211~OOO to the IHSS 

cost-oE-living increase item (Item 5180-181-001 (c)) to correct for technical 
errors. 

In calculating the IHSS COLA, the administration made an error that 
results in overbudgeting. . 

The COLA proposed in the budget assumes that program cost~ will be 
$279,232,000 in the budget year. The budget, however, proposes that pro­
gram costs be limited to $271,737,000, or $7,495,000 less than the base 
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amount used in calculating the COLA. Calculating the COLA on the 
correct base results in a General Fund Savings of $211,000. 

We therefore recommend that funds proposed under Item 5180-181-
001 (c) for transfer to this item to finance a 3.0 percent COLA be reduced 
by $211,000 to correct for the error and make the COLA amount consistent 
with the budget request. 

IHSS Payrolling System 
The IHSS program pays individual providers of service through a cen­

tralized payrolling system. Currently, the payrolling function is per­
formed by a private contractor-Electronic Data Systems-Federal 
(EDSF). Counties provide the private contractor with payroll data 
through terminals located in the counties. Payroll data is then aggregated 
by the contractor at a central location where checks are written and 
statewide reports are produced. 

The budget proposes $3,063,256 for the costs of contracting for the IHSS 
payrolling system in 1983-84. This· consists of the current year funding 
level of $2,963,256 plus $100,000 for the amortization of one-time start-up 
costs. 

Issuance of IHSS Payroll Checks 
We recommend a General Fund reduction of $1~OOO requested to 

reimburse the State Controllers Office (SCO) for issuing IHSS payroll 
checks during 1983-84. 

The current contract for the payrolling system has been extended to 
June 30, 1983. DSS currently is soliciting bids for a new payrolling agent 
whose contract would begin in the budget year. The new contract will 
differ from the current contract in that the contractor (1) will not issue 
the IHSS payroll checks and (2) will be reguired to provide expanded data 
on payroll and case management. The department informs us that the 
SCO will begin performing the checkwriting function when the new 
contract takes effect. 

The budget proposes $648,000 to reimburse the SCO for the issuance of 
IHSS payroll checks in 1983-84. This assumes that 150,000 checks will be 
issued monthly, at a unit cost of 36 cents. ED SF, however, informs us that 
approximately 125,000 checks currently are issued each month. The 
budget thus assumes a 20 percent growth in the number of providers 
covered by the centralized payrolling system in 1983--84. 

Our analysis indicates that the number of providers is not likely to grow 
appreciably in the budget year, for the following reasons. First, the depart­
ment projects an increase of less than 3 percent in the number of case­
months of service provided through the Individual Provider (lP) mode in 
1983--84. Secondly, the budget assumes that client services will be reduced 
by an average of two hours each month. Presumably, some IHSS recipients 
who now receive two hours of service each month will lose their eligibility 
as a result of this reduction, thus offsetting part of the projected caseload 
growth in the IP mode. Thus, we conclude that the budget's estimate of 
150,000 checks to be issued under the IHSS program is unrealistic, and that 
approximately 125,000 IHSS checks will continue to be issued each month. 
On this basis, we recommend a General Fund reduction of $108,000 in 
order to J:Ilore accurately reflect anticipated costs to the SCO of issuing the 
IHSS payroll checks. 
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IHSS Payrolling Contract 
We withhold recommendation on the remaining $2,955,000 proposed to 

fund the payrolling contract in 1983-84, pending receipt of the May revi­
sion of expenditures. 

... The department's projected contract costs of $3,063,256 for 1983-84 are 
based on (1) current-year cost of the contract and (2) the 1983--84 share 
($100,000) of amortized start-up costs. Our analysis indicates thatthe cost 
of the new contract could be higher or lower than the estimate included 
in the budget, for the following reasons: . 

1. The department has not selected a vendor, and thus has no basis for 
determining whether contract bids will be higher or lower than the cost 
in the current year. 

2. Because the cost of issuing checks was not· bid separately in the past, 
it is impossible to project cost savings in the 1983-84 contraCt resulting 
from the transfer of this service to the SCO. . 

3. The invitation for bid for the 1983-84 contract makes significant 
changes to the current contract which could result inadditionaf costs in 
1983-84. For example, the new contractor will be required to expanded 
case management reporting activities. . .. . 

4. Start-up costs may be lower than anticipated if the current contractor 
is awarded the new contract, because much of the basic system is already 
operational. 

Given the uncertainty surrounding the costs of the IHSS payrolling 
contract in 1983-84, we withhold recommendation on $2,955,000, pending 
the May revision of expenditures. At that time, the department Will know 
the actual costs associated with the lowest bid. 

Statewide Time-for-Task Standards 
We recommend that prior to the budget hearings the department report 

to the fiscal committees on the potential for achieving General Fund 
savings by imposing statewide time-for-task standards in the IHSS pro­
gram. 

Currently, state law mandates the types of services which are available 
to recipients under the IHSS program. Services to IHSS recipients include 
domestic and related services, heavy cleaning, nonmedical personal serv­
ices, travel to medical facilities and other essential transportation, yard 
hazard abatement, protective supervision, teaching and demonstration, 
and paramedical services. Within broad guidelines set by the state, coun­
ties (1) determine the manner· in which the services are provided to 
clients and (2) develop the standards used by social.workers.to determine 
the number of hours which an individual will receive. As a result, the unit 
costs of IHSS services vary widely among counties. . 

Current Time-for-Task Standards. County social workers or eligibility 
workers determine the number of IHSS services for which clients are 
eligible, based on the client's degree of impairment and individual circum­
stances. Most counties have implemented some method of limiting the 
number of hours granted to clients. One of the most widespread methods 
employed by counties for limiting hours to clients has been the establish­
ment of time-for-task standards. Under time-for-task standards, a county 
specifies the maximum amount of time a social worker can allow for a 
given task. 



Item 5180 HEALTH AND WELARE / 1175 

Thirty-seven counties now utilize time-for-task standards for a portion 
of IHSS services. There are, however, wide variations among counties in 
the development and application of time-for-task standards. Some county 
standards, for example, are based on historical awards of hours under the 
IlI.SS program. Other county standards, however, are based on actual 
time-studies conducted by welfare staff. Some counties apply standards to 
a . small fraction of the total services .available under IHSS, while other 
counties have sought to apply standards to as many services as possible. In 
the face of funding limitations placed on IHSS by Ch 69/81, many counties 
have tightened their time-for-task standards,. but wide variation.s still exist . 

. Variations in Time"ior-Task Standards Among Counties. For some types 
of services, it may not make sense to require counties to provide the same 
maximum number of hours. Some tasks may vary by case, by degree of 
impairment of the client, or by distance from the source of services. It 
makes little sense, for instance, to establish uniform standards for transpor­
tation to medical appointments since IHSS clients live at varying distances 
from medical personnel, and require varyiJ:lg frequencies of treatment. 

Other tasks, however, lend themselves to uniform time-for-task stand­
ards among counties. Meal preparation should take no longer in one 
coimty than in another, yet county time-for-task standards vary widely. As 
shown in Chart 2, San Francisco County allows up to 10.5 hours per week 
for meal preparation while Orange County allows only 3.5 hours per week. 
If San Francisco were to use Orange County's meal preparation standards, 
savings could accrue to the IHSS program. Given the Gurrent average 
hourly statewide cost of $3.84, San Francisco would save $27 per week for 
each client whose hours were reduced from the San Francisco maximum 
to the Orange County maximum for meal preparation. 

Chart 2 
In-Home Supportive Services Time-for-Task Standards 
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Precedent for Statewide Time-For-Task Standards. In implementing 
Ch 69/81, DSS established a statewide standard for domestic services. 
Currently, no more than six hours per month can be granted for such 
services as sweeping, vacuuming, dusting, cleaning kitchen and bath, and 
storing supplies. The cap on hours for domestic services acts as a time-for­
task standard within which all domestic tasks can be accomplished in a 
manner sufficient to. protect the health and safety of the client. 

Savings Potential of Time-For-Task Standards. Since implementation 
of Ch q9/81, growth in IHSS program expenditures has been curbed sig­
p.ificantly. In 1982-83, total expenditures for the IHSS program decreased 
by 1.5 percent from tpe previous year's level. This is i~ contrast to years 
prior to 1981-82, when the average annual rate of growth exceeded 19 
percent. One of the factors contributing to the decline in the rate of 
growth of the program has been the cap on hours of domestic services 
available to clients. . 

Our review of time-for-task standards employed by counties suggests 
that even greater savings could be realized under the IHSS program if (1) 
all counties utilized appropriate time-for-task standards for IHSS services 
and (2) time-for-tasl< standards were· applied on a statewide basis for 
services which can be offered in a uniform malip.er across counties. For 
this reason, we recommend that DSS report to the fiscal committees prior 
to the budget hearings on (1) the feasibility of implementing statewide 
time-for-task standards and (2) the potential for cost-savings fromimple­
menting such stanqards. 

LICENSED MATERNITY HOME CARE 
The Licensed Maternity Home Care program provides a range of serv­

ices to unmarried pregnant women under the age of 21. The program was 
establish(:)d by the Pregnancy Freedom of Choice Act (Ch 1190/77) to 
provide unmarried minors with an alternative to abortion. 

Eight homes (four in Southern. California arid four in Northern Califor­
nia) currently are licensed to provide maternity care. Licensed maternity 
homes provide food, shelter, personal care, protection, supervision, and 
maternity-related services to residents. Postnatal care, limited to two 
weeks after delivery, is also allowed under the program. Homes are reim­
bursed by the state for care provided to eligible minors. Reimbursement 
rates currep.tly range from $965 to $1,238. In the current year, the materni­
ty homes are licensed to provide care to 314 residents at one time. The 
average monthly caseload through October of the current year was 295 
residep.ts. 

Budget Yecir Proposal 
. The budget proposes a General Fund appropriation of $2,167,000 for 

support of the Licensed Maternity Home 9are program in 1983-84. This 
includes $63,000 for a 3.0 percent discretionary COLA. 

The f-,egislature is not required to provide a COLA to the Licensed 
Maternity Horne Care program. Under current law, however, the depart­
m(:)nt may increase the reimbursement rat(:)s to homes by up to 10 percent 
each year in order to reflect changes in the cost of providing care. 

Maternity-Related Services OFFered to Residents. The Department of 
Social Services (DSS) has adopted regulations specifying the range of 
services to be provided residents of maternity homes. All homes must 
offer: 
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• Individual and group counseling; 
• Pre- and postnatal care; 
• Information regarding child health and welfare services; and 
• Referral to education, psychiatric, child placement, family planning, 

and adop~ion services. . 
In addition, residents of licensed maternity care homes are categorically 

eligible for Medi-Cal. . , 
Reimbursements for the Cost of Care. Licensed maternity homes can 

be divided into three broad categories: (1) those which offer services 
exclusively to pregnant unmarried minors, (2) those which offer services 
to both pregnant unmarried minors and young unmarried women who 
have children, and (3) those who offer services to delinquent adolescents 
who are neither pregnant nor mothers. For those homes which provide 
services exclusively to pregnant unmarried minors, the cost of care may 
be reimbursed under the Licensed Maternity Care program or through 
the Aid to Families with Dependent Children-Foster Care (AFDC-FC) 
program. The source of reimbursement depends on the circumstances of 
the girl's placement in the home. If the girl is under the custody of the 
juvenile court, or is placed pursuant to a voluntary agreement between 
the county and the parents or guardians and comes to the maternity home 
as a foster care placement, the home receives reimbursement for care 
through AFDC-FC. If the girl has not been removed from her family, but 
rather comes to the home on her own volition, the home is reimbursed 
through the Licensed Maternity Care program. AFDC-FC reimburse­
ment rates generally are higher than reimbursements made under the 
Licensed Maternity Home Care program. 

Adolescents who are not pregnant are supported in the homes by alter­
native funding sources. These sources include AFDC, AFDC-FC, founda­
tion and other private sources, and parental contribution. Table 6 shows 
that homes differ significantly in the degree to which they rely upon funds 
from the Licensed Maternity Care program. 

Table 6 
Licensed. Maternity Home Care Program 

Comparison of Allocations to 
Licensed Capacity of Homes 

(1982-83) 

Residential 
Home Capacity 

Percentoi 
Total 

Capacity 
Booth Memorial (Los'Angeles) .................................................. 35 
Booth Memorial (Oakland) .......................................................... 30 
Door of Hope (San Diego) .......................................................... 20 
Crittenton (Fullerton) .................................................................. 58 
Crittenton (San Francisco) .......................................................... 42 
Mt. St. Joseph-St. Elizabeth (San Francisco) ........................ 25 
St. Anne's (Los Angeles) .............................................................. 90 
Violet Rice (San Jose) .................................................................... ,14 

Totals.............................................................................................. 314 

11.1% 
9.6 
6.4 

18.5 
13.4 
8.0 

28.6 
4.4 

100.0% 

Percentoi 
Total 

AUocation 
9.7% 
7.7 
8.6 
1.0 
1.4 

11.9 
52.3 

7.4 
100.0% 

The disparity between the homes' residential capacity and the propor­
tion of total program funds allocated to them through the Licensed Mater­
nity Care program implies that some homes have large numbers of 



1178 / HEALTH AND WELARE Item 5180 

SOCIAL SERVICES PROGRAMS-Continued 

residents supported from other funds. The Florence Crittenton Home in 
Orange County, for instance, receives only 1.0 percent of total program 
allocations; even though it has more than 18 percent of the beds main­
tained by all licensed maternity homes. The administrator of the home 
informs us that many residents are either nonpregnant troubled adoles­
cents, mothers with children, o~ pregnant adolescents placed by the court. 
These residents are reimbursed through other sources such as AFDC and 
AFDC-FC. St. Anne's, on the other hand, has approximately 29 percent of 
the beds, but receives 52 percent of maternity care program funding. A 
high proportion of the young adolescents residing at St. Anne's are volun­
tary placement~ which are reimbursed by the Licensed Maternity Home 
Care program. 

Characteristics of Residents. The DSS regularly collects characteristics 
data on the licensed maternity home residents. The data, however, is 
limited to age, ethnicity, primary language, and educational background 
of the applicants. The state does not collect data on family income because 
current law forbids parental. contributions for care. If data concerning 
family income were collected, the department could assess the extent to 
which parents could afford to (1) contribute toward the cost of care of 
their pregnant child or (2) purchase necessary medical,counseling, and 
maternity related services from other sources. 

Recent Legislation. Chapter 327, Statutes of 1982 (the companion bill 
to the 1982 Budget Act) , established a means for (1) collecting information 
concerning family income and alternative resources of residents and (2) 
assessing parental financial responsibility for the care of their pregnant 
child. Under Ch 327/82, parentalcopayments would have been sought 
only in c. ases whe. re parents expres.sed wil.lingness to co.ntribute. to the cost 
of their child's care. Chapter 1460, Statutes of 1982, however, repealed the 
provisions for parental copayment. It also repealed all authority for DSS 
to collect additional information. about applicants for maternity home 
care. This authority was repealed because the Legislature feared that 
some adolescents might be discouraged from seeking care if, as a require­
ment for acceptance into a home, the girl's parents must be contacted and 
a family financial assessment made. 

The Legislature Needs Better Information on Program Participants 
enactment of legislation 

We recommend enactment of legislation requiring the· department to 
adopt regulations for the collection of additional financial data about 
residents after their acceptance into a maternity home. 
. Additional information concerning family income and resources of girls 

applying for maternity home care would be useful to the Legislature in 
assessing the extent to which limited General Fund resources are needed 
to support the Licensed Maternity Home Care program. Our analysis 
indicates that this information can be collected in a manner that does not 
dissuade some girls from.applying for care. Rather than requiring homes 
to secure financial data from parentsJrior to an adolescent's acceptance 
into the home, this information coul be collected after the application 
procedure is completed and the pregnant minor has become a resident of 
a licensed maternity home. We recommend, therefore, enactment of 
legislation requiring the department to collect income data on residents 
of maternity homes and their parents. 
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Unfunded Legislation-Child Abuse Prevention 
Chapter 1398, Statutes of 1982, appropriated $10 million to the Depart­

ment of Social Services for child abuse prevention programs. Under the 
provisions of Ch 1398/82, funds for child abuse prevention would be 
awarded to contractors on a competitive-bid basis. Up to $9 million of the 
funds available during 1982-83 would be awarded by participating. coun­
ties, with the remaining funds awarded by the Office of Child Abuse 
Prevention. 

At the time this· Analysis was written, none of these funds had been 
encumbered according to the department. Legislation has been intro­
duced which woul.d revert to the General Fund any fund~ appropriated 
by Ch 1398/82 whICh are not encumbered as of the effective date of the 
legislation. The 1983-84 budget contains no funds for the child abuse 
programs createdbyCh 1398/82. 

Department ·of Social Services 

COMMUNITY CARE LICENSING 

Item 5180-161 from the General 
Fund and Social Welfare 
Federal Fund Budget p. HW 152 

Requested 1983-84 ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

$2,963,000 a 

8,316,000 
8,756,000 

Requested decrease $5,353,000 (-64.4 percent) 
Total recommended reduction Item 5180-161-001 ................. . 
Total recommended reduction Item 5180-181-001 (d) ........... . 

2,007,000 
($167,000) 

a Includes $248,000 proposed in Iterri 5180-181'()()1 (d) to provide a 3 percent cost·of·livirig increase. 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
5180-161-001-Community Care Licensing 
5180-161-866-Community Care Licensing 
5180-181-001 (d)-Community Care 

. Licensing-COLA 

Total 

Fund 
General 
Federal 

General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Unbudgeted Federal Funds. Reduce by $2,007,000. Rec­

ommend unbudgeted federal funds be used to replace Gen­
eral Fund support for foster family home licensing in order 
to provide the Legislature with more fiscal flexibility. 

2. Cost-of-Living Increase. Recommend General Fund Re­
duction of $167,000 to correct for error in calculating the 
cost of a 3 percent Cost-of-Living adjustment. 

Amount 
$2;715,000 
(2,676,000) 

$248,000 

$2,963,000 

Analysis 
page 

1180 

1182 
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GENERAL PROGRAM STATEMENT 

Item 5180 

This item contains the General Fund appropriation needed to cover the 
state's cost of contracting with counties to license foster family homes. The 
Department of Social Services also directly licenses foster family homes, 
as well as other community care facilities. Funds for direct state licensing 
activities are requested in Item 5180-001-001, departmental support. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $2,963,000 from the General 

Fund to reimburse counties for licensing activities in 19~. This isa 
reduction of $5,353,000, or 64 percent, from current-year expenditures. 
Table 1 shows that the proposed reduction is primarily due to three fac­
tors: (1) the proposed elimination of family day care licensing ($2,894,-
000), (2) the transfer of funding for a portion of the Foster Family Home 
Licensing Program from the General Fund to federal Title IV-E funds 
($2,676,000), and (3) the proposed 3 percent cost-of-living adjustment 
(COLA) for 1983-84 ($248,000). 

Table 1 
Proposed General Fund Budget Adjustments 

For Community Care Licensing 
1983-84 

(in thousands) 

ArQustment Total 
1. 1982-83 Estimated Expenditures................................................................................ $8,316 
2. Budget Adjustments 

A. Family day care caseload transfer ...................................................................... -$18 
B. Foster home caseload transfer .................................................. :........................... -13 
C. Elimination of family day care licensing .......................................................... -2,894 
D. Transfer funding for Foster Family Home licensing to federal Title IV-E 

funds............................................................................................................................ -2,676 
E. ·1983-84 Cost-of-living adjustment ........................... ;.......................................... 248 
F. Total Adjustments .................................................................................................... -5,353 

3. Total Proposed General Fund .............................................................................. $2,963 

Un budgeted Federal Funds 
We recommend that unbudgeted federal Title IV-E funds be used in 

lieu of General Fund support for Community Care Licensing in order to 
increase the Legislature's fiscal flexibility, for a General Fund savings of 
$2,007,000. 

Background. The Adoption Assistance and Child Welfare Act of 1980 
(P.L. 96-272) provided that qualifying states could receive federal Title 
IV-E funds for administrative activities on behalf of federally eligible 
foster care children, including licensing of foster famil), homes. In order 
to qualify for these federal funds, states are required to have an accepted 
Title IV-E plan. With the enactment of Ch 977/82 (AB 2695) and Ch 
978/82 (SB 14), California came into compliance with the requirements 
for an acceptable Title IV-E plan. The U.S. Department of Health and 
Human Services (DHHS) approved California's Title IV-E plan effective 
October 1, 1982. 

Title IV-E Funds Not Budgeted for 1982-83. The community care 
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licensing budget includes $2,676,000 in federal Title IV-E funds for foster 
family licensing during 1983-84. The budget proposes to use these federal 
funds during 1983-84 to offset a portion of the General Fund costs. of the 
Community Care Licensing program. 
. Our analysis indicates that California is eligible to receive an additional 
$2,007,000 in Title IV-E funds for 1982-83 because its Title IV-E plan was 
effective October 1, ·1982. These additional funds represent the federal 
share of the costs of county licensing of foster family hoines during 1982-
83. Although these funds will be available for use during 1982-83 or 1983-
84, the administration's budget does not include these fU:(l.(is for either 
fiscal year. If these funds are used to replace General Fund stipport for 
the Community Care Licensing program in 1983-84, the Legislature will 
have an additional $2,007,000 in General Fund resources to draw on and 
thus more flexibility in funding its priorities in this or other program areas. 
We therefore recommend that the $2,007,000 in unbudgeted Title IV-E 
funds be used in 1983-84 to offset the General Fund costs of the Commu­
nity Care Licensing program. 

Elimination of Family Day Care Licensing 
Budget Proposal. The budget assumes enactment of legislation to 

eliminate the statutory requirement that the state license family day care 
facilities. This change would result in total General Fund savings of $4,100,-
000. Of this amount, $2,894,000 represents the costs of contracts withcoun­
ties to license family day care homes, and $1,206,000 represents the cost 
of licensing family day care homes directly by the department 

A family day care home provides care, protection, and supervision to up 
to 12 children, in the care-giver's own home, while the children's parents 
or guardians are away, for periods of less than.24 hours per day. Under 
existing law, if one adult care provider is present in the home, up to six 
children may be cared for in the home. With an assistant present, a max­
imum of 12 children may be cared for in a family day ~are home. If more 
than 12 children are cared for in a facility, the facility inust be licensed as 
a day care center. 

The budget provides no information in support oBhe proposal to elimi­
nate family qay care licensing. Lacking such information, we are unable 
to advise the Legislature of the specific impact that this proposlll would 
have on the operation of family day care homes. Our review of the Family 
Day Care Licensing program, however, has identified several fa,ctors 
which the Legislature may wish to consider during its deliberation on the 
proposed statutory change. Specifically, our review found that: 

1. These facilities aresma14 and are located in tlie home of the care 
providers. Thus, they can be readily inspected and evaluated by the 
parents. or guardians of the children being cared for in the home .. 

2. The parents or guardians of each child in these homes visit the hQmes 
at least twice a day while licensing evaluators visit the homes niu(Jh less 
. frequently. Under current law,licensing evaluators inspect these homes 
once prior to issuing the initial license, and again after a reqllest for a 
renewal of a license has been received. The renewal visit is required, 
however, only if the home has been cited for a major violation of licensing 
standards during the three-year term of its previous license. Evaluators 
are also reqllired to visit on a random basis 10 percent of alllicepsed family 
day care homes each year. . 

3. These homes make up slightly more than one-half of all community 
care facilities~ yet they account for only 15 percent of all complaints 
against such facilities. 
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4. The licensing of these homes is generally ineffective. State law re­
quires that all such homes be licensed, yet estimates of the percentage of 
all family day care homes which operate without licenses range from 50 
percent to 66 percent. 

The Legislature Rejected a Proposal to Eliminate Family Day Care 
Licensing in 1981-82. The current proposal to eliminate family day care 
licensing is identical to the one made in the 1981-82 budget. The Legisla­
ture rejected that proposal. Instead, the Legislature streamlined theli­
censing program by replacing the statutory requirement that each facility 
be inspected every two years with the requirement for random inspec­
tions. of one-in-ten licensed facilities each year. In taking this action, the 
Legislature clearly expressed its desire to continue the licensing of family 
day care homes, but to do so at a reduced General Fund cost. 

Options A vailable to the LegislatUl'e. If the Legislature continues the 
licensing of family day care homes at the current level, an augmentation 
to the budget of $4,100,000 will be required. However, we have identified 
an option which would allow the licensing program to be continued with­
out an augmentation. 

In our review of the Community Care Licensing Program, which ap­
pears as part of our analysis of the department's support item (Item 5180-
001-001), we recommend that all community care facilities pay a licensing 
fee based on (1) the cost of licensing each facility type and (2) the number 
of private placements in each facility. We believe such fees are warranted, 
and would eliminate what appears to be, from an analytical standpoint an 
unjustified subsidy of private placements in community care facilities. The 
overwhelming majority of placements in family day care homes are pri­
vate placements-that is, the cost of the care provided is paid for by 
private parties, generally the parents, rather than by any governmental 
program, If the fee we recommend is applied to family day care homes, 
it will generate revenues apprOximately equal to the costs of licensing 
these homes. Therefore, if the Legislature accepts our recommendation 
that all community care facilities be required to pay a license fee based 
on the number of private placements in each facility, it could continue the 
Family Day Care Licensing program without having to augment the 
budget. 

Cost-of-Living Adjustments 
We recom~end a General Fund reduction of $l~OOO from the amount 

budgeted under Item 5180-181-001 (d) for cost-of-living increases for com­
munity care licensing due to overbudgeting. 

The budget includes $248,000 in Item 5180-181-001 (d) to provide a 3 
percent COLA for the Community Care Licensing program. The $248,000 
does not, however, reflect the reductions in the basic costs of the licensing 
program associated with (1) the proposal to eliminate family day care 
licensing and (2) the transfer of funding for foster family home licensing 
to federal Title IV-E funds. If these adjustments are accounted for, the 
basic costs of the licensing program are reduced to $2,715,000. A 3 percent 
COLA on this amount would require an increase of $81,000 which is 
$167,000 less than the amount proposed. 

The question of what is the appropriate COLA for the Community Care 
Licensing program is a policy question which the Legislature must address 
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in determining its overall fiscal priorities for 1983-84. Here, we merely 
address the technical issue of the appropriate base to be used in determin­
ing the cost-of-living increase associated with a three percent COLA. In 
order to accurately reflect the fiscal effect of a three percent COLA for 
Community Care Licensing, we recommend a reduction of $167,000 from 
the amount budgeted for cost-of-living increases under Item 5180-181-, 
001 (d). 

Department of Social Services 

COST-Of-LIVING ADJUSTMENTS 

Item 5180-181 from the General 
Fund and Social Welfare Fed­
eral Fund Budget p. HW 156 

Requested 1983-84 .......................................................................... $89,134,000 
Total recommended reduction .................................................... $682,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
51BO-181.()()1-Cost-of·Living Adjustments 
51BO-181-866-Cost-of·Living Adjustments 

Fund 
General 
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Transfer Cost-of-Living Funds. Recommend that $72,~ 

267,000 proposed for cost-of-living increases for SSI/SSP 
recipients be used instead to provide Cost-of-Living Adjust­
ments (COLAs) for AFDC recipients because the current 
standard of living achieved by these recipients is considera­
bly lower than that of SSI/ SSP recipients. 

2. Asset Clearance Match Demonstration Project. Reduce by 
$4~OOO. Recommend that proposed cost-of-living increases 
for county administration be reduced to reflect decreases in 
workload, for a General Fund savings of $4,000. 

3. Other County Social Services Program (OCSS)-Shasta and 
San Mateo Counties. Reduce by $4~OOO. Recommend that 
proposed OCSS cost-of-living increase for Shasta and San 
Mateo Counties be reduced by $48,000 to correct for double­
budgeting. 

4. OCSS COLA. Reduce by $25~OOO. Recommend General 
Fund reduction of $252,000 and an augmentation of $726,000 
from federal funds to correct for technical errors in calculat­
ing the effects of a 3 percent OCSS COLA.. . 

5. In-Home Supportive Services (IHSS) COLA. Reduce by 
$211~OOO. Recommend that proposed IHSS cost-of-living 
increase be reduced to correct for overbudgeting, for a Gen­
eral Fund savings of $211,000. 

6. Community Care Licensing. Reduce by $16~OOO. Recom­
mend that proposed Community Care Licensing cost-of­
living increase be reduced to correct for overbudgeting, for 
a General Fund savings of $167,000. 

Amount 
$89,134,000 
(18,355,000) 

Analysis 
page 

1186 

1189 

1189 

1190 

1190 

1190 
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GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriation to provide cost-of­

living adjustrrients (COLA) to various welfare and social services pro­
grams. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes a General Fund appropriation totaling $89,134,000 

for cost-of-living increases for various local assistance programs adminis­
tered by the Department of Social Services. Table 1 shows the fiscal effect 
of the cost-of-living increases proposed for each of these programs. 

Table 1 
Department of Social Services 

Proposed Cost-of-Living Increases 
General Fund 

1983-84 
(in thousands) 

Program 
(Proposed Cost·of-Living Arljustment) 

AFDC cash grants (0 percent) ..................... . 
SSI/SSP cash grants (2.1 percent) ............... . 
Special adult programs (0 percent) ............. . 
County administration (3 percent) ............. . 
Social Services ( 3 percent) ............................. . 

In· Home Supportive Services ................... . 
Other social services ..................................... . 

Community care licensing (3 percent) ....... . 

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

Proposed 
Baseline 
Funding 
$1,174,669 

949,505 
1,708 

105,683 
159,949 

(122,453) 
(37,496) 

2,715 
$2,394,229 

Cost-of­
Living 

Increase 

$72,267 

3,470 
13,149 
(7,812) 
(5,337) 

248 

$89,134 

Percent 
Increase in Total 

Expenditures Expenditures 
$1,174,669 

7.6% 1,021,772 
1,708 

3.3 109,153 
8.2 173,098 

(6.4) (130,265) 
(14.2) (42,833) 

9.1 2,963 

3.7% $2,483,363 

As Table 1 indicates, the p~oposed cost-of~living increase~ would in­
crease General Fund expendItures for these programs durmg 1983-84 
from $2.4 billion to $2.5 billiQll, an increase of 3.7 percent. The increase 
reflects proposed cost-of-living increases in public assistance programs 

. ranging from zero to 3.0 percent. Because of factors unique to indjvidual 
programs, however, the percentage increase in General Fund expendi­
tures may exceed the proposed COLA (expressed in percentage terms). 
For example: . 

• The percentage increase in SSI/SSP expenditures (7.6 percent) is 
greater than the percentage increase in maximuni SSI/ SSP grants (2.1 
percent) because the federal cost-of-living adjustment is given both 
to recipients who are eligible only for state payments (SSP), as well 
as to those who are eligible for both SSI and SSP payments . 

• The percentage increase in social services expenditures ($.2 percent) 
is greater than the 3 percent COLA proposed in the budget because 
the federal government does not provide funds for a COLA on feder­
ally funded social services, putting the burden for doing so on the state 
and comities. 

Table 2 shows that the budget p~oposes total expenditur~s of $5,960,151,-
000 for welfare programs. Of thIS amount, $120,424,000 IS proposed for 
cost-of-living increases. 



Table 2 

Department of Social Services 
Proposed Cost-of-Living Increases 

All Funds 
1983-84 

(in thousands) 

Cost-of-LivinlI. Increases 

Program 
AFDC cash grants ............... ; ................................................................. . 
SSI I SSP cash grants 

Proposed funding sources ............................................................... . 
Actual funding sources a ...................................................... ;, ........ .. 

SPecial adult program ........................................................................ .. 
County administration ........................................................................ .. 
Refugee cash assistance ...................................................................... .. 
Social Services ...................................................................................... .. 

In"Home Supportive Services ...................................................... .. 
Other social services ............................................................................ .. 
Community care licensing ................................................................ .. 
Local Mandates .................................................................................... .. 

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

Baseline 
Funding 
$2,722,590 

1,873,546 
(1,873,546) 

1,748 
587,825 
97,941 

550,686 
(271,737) 
(278,949) 

5,391 
(291) 

$5,839,727 

General 
Fund 

$72$1 

3;470 

13,149 
(7,812) 
(5,;;':7) 

248 

$89,134 

Total Cost-
Federal County Of-Living 
Funds Funds, Increase 

$305 $72,572 
(72,572) (72,572) 

18,050 $10,535 32,055 

2,400 15,549 
(868) (8,680) 

(1,532) (6,869) 
248 

$18,355 $12,935 $120,424 

Percent 
General Total 
Funds Funding 

$2,722,590 

99.6% 1,946,118 
( 1,946,118) 

1,748 
10.8 619,880 

97,941 
84.6 566,235 
90.0 (280,417) 
77.7 (285,818) 

100.0 5,639 
(291) 

74.0% $5,960,151 

a Because federal funds for the SSI/SSP program are not appropriated by this bill, the antiCipated increase in federal funds of $72,267,000 to support a cost-of-living 
increase is reflected as a reduction in the General Fund requirement for baseline funding. As a result, the total cost of providing a 2.1 percent COLA to SSI/SSP 
grants ($72.3 million, refugees excluded) is included in Item 5180-181-001 (a) as a General Fund cost. 
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Cost-of-Living Adjustments for Public Assistance Recipients 
State law requires that recipients of assistance under the SSI/SSP and 

AFDC programs receive an annual cost-of-living increase in their grants, 
effective July 1 of each year. Under existing law, the COLA required on 
July 1, 1983 is equal to the percentage change in the California Necessities 
Index (CNI) from December 1981 to December 1982. 

The Department of Finance estimated in December 1982 that the July 
1, 1983, COLA required by existing law is 6.8 percent, and would, if ap­
proved, increase costs to the General Fund by $330,309,000: $231,529,000 
for the SSI/SSP program and $98,780,000 for the AFDC program. The 
budget, however, proposes to suspend the.statutory provision requiring a 
COLA on July 1, and proposes that in 1983-84 no COLA be provided to 
AFDC recipients and that a 2.1 percent COLA be given to SSI/SSP recipi­
ents. The budget companion bills repeal the statutory requirement that 
a COLA be given in 1983-84 and subsequent years, and instead make 
cost-of-living increases subject to determination in the budget act. 

On .the Basis of Need~ AFDC Recipients Should Receive a COLA Instead of 
SSI/SSP Recipients 

We recommend that $72~67;OOO iIi General Fund support for cost-oF­
living increases budgeted for SSIISSP recipients~ instead be used to fund 
a COLA for AFDC recipients~ because the current standard of living 
achieved by these recipients is considerably lower than that of SSIISSP 
recipients. 

The administration proposes to provide a 2.1 percent COLA to the 
maximum grants for SSI/SSP recipients, at a cost of $72.3 million. The 
proposed COLA would be financed by the General Fund. The budget 
document indicates, however, that the source of funding actually would 
be the federal government, not the state. The cost to the General Fund 
of the adjustments would be matched by an increase in federal funds 
totaling $72,267,000 which are made available to provide a cost-of-living 
increase on the SS! grant. The actual amount of federal funds to be pro­
vided will depend on the change iIi the CPI between January-March 1982 
and January-March 1983. If the change in the CPI during this period is less 
than 3 percent, the federal government will not provide any funds for a 
COLA to SSI grants. Any changes in the estimate of federal funds will be 
reflected in the May revision of expenditures. 

The federal government does not require that the additional funds it 
provides to California will. be passed through to SSI/ SSP recipients. This 
is because the state already pays for grants to SSI/ SSP recipients that are 
considerably higher than the minimum required by the federal govern­
ment. Consequently, the state could use the funds: 

1. To provide a COLA on the total SSI/SSP grant, as proposed by the 
administration; 

2. To achieve a measure of fiscal relief by replacing General Fund 
support for the SSP program; or 

3. For any other purpose, including COLAs for other groups that do not 
have as high a standard of living as SSI/SSP recipients. 

Our analysis indicates that, on the basis of need, it would make more 
sense to use these funds to provide a cost-of-living increase for AFDC 
recipients than it would to provide such an increase to SSI/SSP recipients. 
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As discussed below, the maximum. grant currently paid AFDGrecipierits 
is not adequate to raise their incomes above the poverty level. In contrast, 
SSI/ SSP recipients receive grants which currently exceed the poverty 
level, and will continue to do so throughout 1983-84 even if they do not 
receive aCOLA. 

California s AFDC Maximum Grants pontinue to FalJ Short of the 
Poverty Level. One of the objectives of the AFDC and SSI/SSP programs 
is to provide recipients with a minimum standard of living. One way of 
assessing whether this objective is being achieved is to compare the max­
imum AFDC and SSI/SSP grant amounts with the federally designated 
poverty income level. 

Historically, AFDC grants have been below the poverty level, as shown 
in Chart 1. In 1974-75, the AFDC grant level for a family of three was equal 
to 77 percent of the poverty level, or put another way, it was 23 percent 
below the poverty standard. The AFDC grants reached 87 percent of the 
poverty level in 1980--81, and dropped back to 77 percent of the poverty 
standard in the current year. Under the administration's proposal, the 
AFDC grant would drop back further, to 74 percent of the poverty level. 
Even when the value of food stamps is considered, the grant for an AFDC 
family of three is still below the poverty level. 

Meanwhile, the maximum SSI/SSP grant for an aged and disabled indi­
vidual has consistently been above the poverty level. Inthe current year, 
for example, the maximum SSI / SSP grant to an aged or disabled individual 
exceeds the poverty level by 8 percent, while the grant to couples is 56 
percent above the poverty standard. . 

Chart 1 

1< Welfare Maximum Aid Payments 
as a Percent of Annual Poverty Level

8 
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Chart 2 compares the maximum AFDC grant for a family ofthree t() the 
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maximum SSIISSP grants for blind individuals and blind couples. In the 
current year, the AFDC family of three is receiving a maximum grant 
which is 77 percent of the poverty level, while a blind individual is receiv­
ing a grant which is 120 percent of the poverty standard, and a blind 
couple is receiving a maximum SSIISSP grant which is 184 percent of the 
poverty level. 

Chart 2 

Welfare Maximum Aid Payments 
as a Percent of Poverty Level8 

p AFDC b and SSI/SSP Blind Individuals and 
E Couples 1974-75 to 1983-84 
R 203 
C 200- 195 197 Blind Couple 
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135 Blind Individual 
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SSI/SSP recipients have received partial or full cost-of-living increases 
in every year since 1974, including a 2.8 percent increase for the current 
year. Grants for AFDC recipients, however, have remained unchanged 
since July 1981. 

Given the significant disparity in grant amounts relative to the poverty 
level, we recommend that the funds budgeted for cost-of-living increases 
for SSIISSP recipients be used instead to provide COLAs to AFDC recipi­
ents. Approval of this recommendation would narrow the gap between 
AFDC and SSIISSP grant levels, without raising expenditures above the 
level proposed in the budget. Approval of the budget proposal, however, 
would cause this already-wide gap to widen further. We believe that this 
recommendation is consistent with the Legislature's past policy of provid­
ing cost-of-living increases to those with the greatest demonstrated need. 

Approval of this recommendation would result in approximately a 5 
percent COLA for the maximum AFDC grants. Table 3 compares the 
maximum AFDC grants in 1983-84 for selected family sizes, assuming (1) 
no COLA, as proposed by the administration and (2) a 5 percent increase. 
The table shows that a 5 percent COLA would increase the maximum 
monthly AFDC grant for a family of three to $531 in 1983-84. This would 
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maintain the AFDC family of three at 77 percent of the poverty level; 

Table 3 

Maximum AFDC Grants 

Family Size 1982-83 
1 .......................................................................................... $248 
2 .......................................................................................... 408 
3 .......................................................................................... 506 
4 .......................................................................................... 601 
5 .......................................................................................... 686 

Administration 
Proposal 

(No COLA) 

$248 
408 
506 
601 
686 

1983-84 
Legislative 

Analyst Proposal 
(5 Percent 

COLA) 
Amount "Change 

$260 $12 
428 20 
531 25 
631 30 
720 34 

Effects on Other Budgets. To be consistent with this recommendatiQn, 
we make related recommendations in our analyses of two other budgets. 
In the Department of Developmental Services (Item 4300), we recom­
mend a General Fund augmentation of $1.5 million to replace lost SSI/ SSP 
reimbursements. In Medi-Cal (Item 4260) , increased General Fund costs 
of $7.2 million would be offset partially or wholly by savirigs. Therefore, 
we recommend that the department submit estimates of the net effect of 
our AFDC and SSI/SSP COLA recommendations on Medi-Cal costs. 

TECHNICAL BUDGETING ISSUES 

County Administration 
We recommend a General Fund reduction of $4~OOO from the amount 

budgeted for county administration to reflect estimated caseload de­
creases due to the Asset Clearance Match demonstration. 

Chapter 703, Statutes of 1981 (SB 620), authorized the Department of 
Social Services (DSS) to conduct a demonstration project which matches 
AFDC recipient case files with interest and dividend information from the 
Franchise Tax Board. The purpose of the project is to identify AFDC 
recipients who have personal property which exceeds the AFDC eligibili­
ty standards. The DSS estimates that this system will result in a reduction 
in the AFDC caseload. The department, however, has not reduced the 
COLA to reflect the lower caseload. We estimate the savings to the Gen­
eral Fund from reducing the COLA to be $4,000. 

Other County Social Services-Shasta and San Mateo Counties 
We recommend a General Fund reduction of $4~OOO from the Social 

Services program cost-oE-living increase item to correct for double-budget­
ing. 

In our analysis of the Social Services programs (Item 5180-151-001), we 
conclude that the proposal to transfer $1,600,000 in General Fund support 
for the Family Protection Act (FP A) ftom the demonstration programs 
item to the Other County Social Services (OCSS) item results in double­
budgeting. This is because the OCSS item already includes funding for the 
two FP A counties (Shasta and San Mateo) for which the transferred fund­
ing is proposed. The COLA item includes $48,0000f General Fund support 
for a 3 percent COLA increase for the FPA counties. Consistent with our 
recommendation under the social services item, we recommend that the 
$48,000 COLA increase be eliminated to correct for double-budgeting. 
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Other County Social Services 
We recommend {I} a General Fund reduction of$252,OOO in the amount 

budgeted for an OCSS COLA and {2} an increase of$726,OOO in the federal 
fund COLA item~ to accurately reflect the cost of a 3 percent OCSS COLA~ 

In our analysis of the OCSS item (Item 5180-151-001), we conclude that ... 
the proposed General Fund OCSS COLA of $4,596,000 is based on esti~ 
mates which fail to account for (1) the increased General Fund cost of a 
3 percent COLA which will result due to implementation of SB 14 and (2) 
the decreased General Fund cost of a 3 percent COLA due to increased 
federal funds. The net effect is that the budget overestimates the General 
Fund costs of the proposed 3 percent COLA by $252,000, and underesti­
mates the federal fund costs by $726,000. . 

To correct these errors, we recommend a reduction of $252,000 to the 
General Fund COLA item for OCSS and an augmentation of $726,000 to 
the federal funds COLA item. . 

In-Home Supportive Services 
We recommend a General Fund reduction of $211~OOO from the amount 

proposed for a 3 percent COLA to the IHSS progFam~ in order to correct 
technical errors. . 

The budget proposes $7,812,000 to fund a 3 percent COLA to the IHSS 
program. The amount requested for the 3 percent COLA, however, is 
overbudgeted, because the administration failed to calculate the COLA 
on the correct base expenditures for the IHSS program. Specifically, the 
COLA proposed in the budget assumes baseline costs of $279,232,000 in the 
budget year. In fact, the budget proposes baseline expenditures of $271,-
737,000. In order to reflect the actual costs of providing a 3 percent COLA 
to the IHSS program, we recommend a General Fund reduction of $211,-
000. 

Community Care Licensing 
We recommend a General Fund reduction of $l~OOO from the amount 

proposed for a 3 percent Community Care Licensing {CCL} COLA in 
order to correct a technical error. 

The budget proposes $248,000 from the General Fund to provide a 3 
percent COLA for the Community Care Licensing program. The $248,000 
from the General Fund, however, actually represents a 9.1 percent COLA. 
Our analysis indicates that this is the result of a technical error made in 
calculating the basic costs of the licensing program. Specifically, the 
budget neglected to reduce the basic costs of the program to reflect the 
General Fund savings associated with (1) the Governor's proposal to 
eliminate family day care licensing (General Fund savings of $2,894,000) 
and (2) the transfer of a portion of the funding responsibility for foster 
family home licensing to federal Title IV-E funds (General Fund savings 
of $2,676,000). If the basic costs of the program are adjusted to reflect these 
proposed savings, a 3 percent COLA will cost $81,000,which is $167,000 less 
than the amount proposed. .. 

In order to accurately reflect the fiscal requirements for a 3 percent 
COLA, we recommend a General Fund reduction of $167,000 from the 
amount budgeted for the CCL cost-of-living increase. 
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Health and Welfare Agency 

CALIFORNIA HEALTH FACILITIES COMMISSION 

Item 5190 from the California 
Health Facilities Commission 
Fund Budget p. HW 167 

Requested 1983-84 ......................................................................... .. 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................ .. 

$3,653,000 
3,308,000 
2,635,000 

Requested increase (excluding amount for salary 
increases) $345,000 ( + 10.4 percent) 

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

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Reduce Fee Assessments. Recommend that the Legisla­

ture adopt Budget Act language directing the commission 
to calculate its health facility fees based on a contingency 
reserve of $200,000, which is $113,000 less than the amount 
budgeted, because our analysis indicates that the budgeted 
contingency reserve is excessive. 

GENERAL PROGRAM STATEMENT 

None 

Analysis 
page 

1193 

The California Health Facilities Commission· (CHFC), established in 
1972, collects patient and financial data from 597 hospitals and 1,189 nurs­
ing homes in the state and summarizes the data in reports to government 
agencies and the public. The purposes of the commission's activities are 
to: 

1. Encourage economy and efficiency in providing health care services. 
2. Enable public agencies to make informed decisions in purchasing 

and administering publiclr financed health care services. 
3. Disseminate financia data on health facilities to private third-party 

payors and the public. 
4. Assist local health planning agencies. 
5. Create a body of reliable data for research. 
The commission's responsibilities also include establishing standards of 

effectiveness for health facilities and forecasting hospital operating and 
capital expenditures for each of the state's health service areas. Health 
systems agencies use these forecasts to develop area health plans. The 
commission has 83.5 staff positions authorized in the current year. 

Chapter 329, Statutes of 1982 (AB 3480), reduced the number of com­
mission members from 15 to 9 as of January 1, 1983, and made various 
changes in hospital reporting requirements. The act also terminates the 
commission and its functions, effective January 1, 1986. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $3,653,000 from the California 

Health Facilities Commission Fund to support commission activities in 
1983-84. This is an increase of $345,000, or 10 percent, above estimated 
.current-year expenditures. This amount will increase by the amount of 
any salary and staff benefit increases approved by the Legislature for the 
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budget year. This proposed increase is due primarily to an increase of 
$234,000 in the commission's budget for Central Administrative Services. 
The majority of this increase is payment for costs incurred by the Auditor 
General in conducting a legislatively mandated audit of the commission 
in 1981-82. 

Auditor General's Report on the Commission 
In response to language in the Supplemental Report of the 1981 Budget 

Act, the Auditor General reviewed (1) the commission's effectiveness in 
collecting, processing, and publishing health care cost information and (2) 
the activities of the commission's Criteria for Health Planning Committee. 
The Auditor General's review team published its report in May 1982. The 
team found that problems with data accuracy and timeliness have reduced 
the usefulness of commission reports. The Auditor General's findings are 
summarized below. 

Accuracy of Reported Data. According to the report, some informa­
tion in the CHFC hospital and long-term care reports may not be reliable 
or comparable, because some health facilities have not correctly imple­
mented or interpreted the CHFC standard accounting and reporting re­
quirements. The Auditor General recommended that the commission (1) 
improve its quality control review of health facility reporting practices 
and (2) increase the training and guidance it provides to facilities on 
reporting techniques. 

Timeliness of Data. The report stated that certain commission reports 
present annual data that are from one and one-half to three and one-half 
years old, although it noted that the commission generally publishes its 
reports within mandated deadlines. The Auditor General recommended 
that the commission (1) be stricter in imposing sanctions on facilities that 
are late in reporting data and (2) publish facility data in increments as it 
is received throughout the 16-month authorized reporting period. The 
report also identified delays by the commission in converting data process­
ing systems and in filling vacant staff positions. 

Subsequent to reviewing the Auditor General's report, the Legislature 
adopted language in the 1982 Budget Act which mandates the commission 
to (1) improve control of health facility disclosure report quality, (2) 
enforce health facility reporting requirements, and (3) improve computer 
and other processing functions to avoid delays in processing data. 

The commission indicates that it has taken the following steps to resolve 
the problems addressed by the Auditor General's report and by the Legis-
lature in the 1982 Budget Act: . 

1. Reliability and Comparability of Facility Data. 
• Conducted two pilot reviews of hospital data reporting procedures. 
• Required all facilities to review accounting and reporting systems and 

to either certify the reliability of their systems or submit a plan of 
corrections. 

• Conducted data reporting workshops for facilities. 
• Distributed periodic technical guidance bulletins to facilities. 
• Provided checklist to facilities to assist in editing their cost reports. 
2 .. Timeliness of Commission. Reports. 
• Produced recent reports on or before mandated deadlines. 
• Developed new penalty assessment and extension guidelines for de­

linquent facility reporting. 
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3. Usefulness of Commission Reports. 
• Sent out questionnaries to report users. 
• Established a core of report users from whom to solicit guidance as to 

how their data needs can best be met. 

Reduce Fee Assessments 
We recommend that the Legislature adopt Budget Bill language direct~ 

ing the commission to base its health facility fee calculations on a contin­
gency reserve of $2~~ which is $l1~OOO less than the. amount 
budgetec4 because our analysis indicates that the budgeted contingency 
reserve is excessive. . 

The commission is funded entirely from the California Health Facilities 
Fund, which was established by Ch 1241/71 solely for the purpose of 
funding commission activity. The budget indicates that $3,966,000 will be 
available to the fund in 1983-84. This amount consists of (1) $3,308,000 in 
annual fees to be assessed the 597 hospitals and 1,189 long-term care 
facilities, (2) $18,000 in penalties assessed facilities which submit delin­
quent cost reports, (3) $500,000 in estimated fund reserves to be carried 
over from 1982-83, and (4) $140,000 in interest earned on money held in 
the fund. The $3,966,000 in resources is $313,000 more than 1983-84 budg­
eted expenditures of $3,653,000. 

The commission states that the reserve of $313,000 is necessary because 
(1) actual revenues received by the fund could vary from those estimated 
in the budget and (2) the commission's expenditure authority typically is 
augmented by the Legislature for such items as employee compensation 
increases and additional reporting requirements. 

Our analysis indicates that ~t is appropriate to plan for a reserve. We 
believe, however, that $200,000 is sufficient for this purpose. This amount 
would be sufficient to cover: 

A Potential Fee Revenue Shortfall of $30lKJO. In 1981-82, actual fee 
revenues were $3,257 less than the amount budgeted. In the current year, 
however, actual fee revenues are projected to. exceed by $72,411 the 
amOllnt budgeted. The commission indicates that it is becoming increas­
ingly more accurate in projecting the total gross operating costs of hospi­
tals and long-term care facilities-the basis for fee assessments-when it 
establishes fee assessment rates. Consequently, the likelihood that actual 
fee revenues would vary significantly from the amount budgeted is be­
coming smaller and smaller every year. We recommend, however, that 
the CHFC fund include within its reserve $30,000 as a contingency in the 
event of a fee revenue shortfall. . 

Legislative Augmentations Totaling $17~OOO. In past years, the Legis­
lature has granted additional expenditure authority to the commission 'to 
cover costs not reflected in the commission's budget, such as the cost of 
employee compensation increases and expanded reporting requirements. 
Since 1979-80, actual commission expenditures for anyone year. have 
exceeded the amount originally appropriated in the CHFC item by an 
average of $31,400 per year. In 1980-81, actual expenditures exceeded the 
amount appropriated for the CHFC budget item by $167,000, which repre­
sents the largest increase above the amount budgeted during the past five 
years. The 1980-81 increase was primarily due to a large employee com-
pensation increase in that year. . 

In summary, we estimate a worst-case need of $200,000 asa reserve in 
1983-84, not $313,000 as estimated by the commission. We recommend, 
therefore, that the Legislature adopt Budget Bill language directi~ ,the 
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commission to calculate its health facility fee assessments based on a con­
tingency reserve of $200,000. This would reduce projected revenues by 
$113,000, or 3.4 percent, in 1983-84. As a result of this action, a typical 
hospital's annual fee would be reduced by approximately $154, from ap­
proximately $4,505 to $4,351. A typicallong-terlll care facility's annual fee 
would be reduced by approximately $10, from approximately $567 to $557. 

Legislatively Mandated Reports 
Pursuant to Ch 1632/82, the commission submitted its recommenda­

tions regarding 11 legislatively mandated reports which require 100 or 
more personnel-hours per year to produce. Based oil our analysis of the 
. information provided by the commission, we recommend that the Legisla­
ture not discontinue the legislative. mandates which require the commis­
sion to produce these reports. 

Youth and Adult Correctional Agency 

DEPARTMENT OF CORRECTIONS 

Item 5240 from the General 
Fund and various special 
funds Budget p. Y AC 1 

Requested 1983-84 ..... , ............................................................... , .... $658,740,000 
Estimated 1982-83 ... ·......................................................................... 541,319,000 
Actual 1981-82 ................. ~ .................. ;............................................. 463,137,000 

Requested increase (excluding amount for salary 
increases) $117,421,000 (+21.7 percent) 

Total recommended reduction .................................................... 6,542,000 
Recommendation pending ............................................................ $71,699,000 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 

5240-00I-001-Department Operations 
5240-OO1-678-Prison Industries 
5240-001-917-Inmate. Welfare Fund 
5240-101-OO1-Locai Assistance 
5240-001-8~Department Operations 

Total 

General 
Revolving 
Revolving 
General 
Federal 

Fund 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Funding for Inmate Population Growth. Withhold recom­

mendation,pending analysis of population proposal con-
tained in the May revision. . 

2. Security for Patton State Hospital. Reduce Item 5240-001-
001by$979,OOO.Recommend reduction in security staff, 
due to delays in occupying a portion of the hospital. 

3. Records . System. Reduce Item 5240-001-001 by $8~OOO. 
Recommend deletion of positions due to workload reduc-
tion. . 

Amount 

$599,236,000 
41,545,000 
11,071,000 
6,888,000 

(88,000) 

$658,740,000 

Analysis 
page 

1198 

1200 

1200 




