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HE.ALTH AND WELFARE AGENCY DATA CENTER-Continued 

in summary, our review indicates that the administration's proposal 
would result in additional state costs of $47,000 without producing any 
offsetting benefits. We therefore recommend that the Legislature reestab
lish two associate programmer analyst positions in the HWDC and reduce 
its appropriation by $47,000 to reflect the lower cost of retaining the 
existing personnel. 

"Reduced Government" • • • But No Change in the Cost Of Government 
We recommend that the Legislature reauthorize 8.9 personnel-yearS for 

HWDC temporary help in order to accurately reflect anticipated expendi
. lures and workload. 

The budget proposes to reduce the data center's temporary help author
ization from 17.5 to 8.6 personnel-years. This is a reduction of 8.9 personnel 
years, or 51 percent, from the current-year authorization. The budget does 
not, however, propose to reduce the level of expenditures budgeted for 
temporary help. . 

The data center indicates that funding for temporary help (:!annot be 
reduced without adversely affecting services to its users. Our analysis 
bears this out. Consequently, we believe the funds budgeted for tempo
rary help will be needed in 1981HS6. 

. We discussed the administration's proposal with staff of the Department 
of Finance, the data center, and the State Controller's office, but could 
find no logical explanation for reducing position authorizations without 
also eliminating the funds associated with those positions. 

The State Controller's office advises us that expenditures for temporary 
help are not controlled by the number of authorized personnel-years. 
Instead, the reverse is true: the number of personnel-years is determined 
by the State Controller based on the annual expenditures for temporary 
help incurred by a department. Thus, reducing the number of personnel
years in the budget will in no way limit the data center's ability to spend 
the funds budgeted for temporary help, nor will it reduce the number of 
persons actually hired or the number of personnel-years actually worked. 
.. In essence, the reduction in personnel-years shown in the budget is 
bogus. The administration's proposal would result in an ostensible reduc
tion in the number of state employees, but in reality it would not affect 
the level of expenditures or the number of persons employed by the 
HWDC. Thus, the proposal presents a totally misleading picture as to the 
number of personnel-years needed by the agency to accomplish its func
tions. On this basis, we recommend that the Legislature reject the pro
posal and restore the 8.9 personnel-years to the HWDC temporary help 
authorization, in order to accurately reflect anticipated expenditures and 
workload. 
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OFFICE OF STATEWIDE HEALTH PLANNING AND DEVELOPMENT-Continued 

The data in Table 4 indicate that the seismic safety program may be 
significantly understaffed in 1985-86. 

Because delays in seismic and plan safety reviews increase capital outlay 
costs, and thus increase the cost of health care, we recommend that the 
office advise the fiscal committees during budget hearings how it plans to 
handle workload significantly exceeding its original workload estimates. 

Health Facilities Data Collection 
We withhold recommendation on the $2,141,000 proposed for health 

facility data collection, pending receipt o[the office's April 1, 1985, report 
to the Legislature. 

Chapter 1326, Statutes of 1984 (SB 181), transfers to the office the func
tions and staff of the California Health Facilities Commission (CHFC), 
effective January 1, 1986-the commission's sunset date. The CHFC col
lects specified health data from health facilities and summarizes the data 
in reports to government agencies and the public. 

Specifically, Chapter 1326: 
1. Designates the office as the state agency responsible for collecting 

data from health facilities for use by all state agencies and requires 
the office to collect specific reports currently gathered by the CHFC 
and the Medi-Cal program. Chapter 1326 requires the office to con
solidate reports to the extent possible and makes other changes relat
ed to specific data items and published reports. 

2. Creates the 13-member California Health Policy and Data Advisory 
Commission. The commission's primary responsibility is to advise the 
office regarding data collection. 

3. Eliminates the Statewide Advisory Health Council, which approves 
the statewide health facilities and services plan. 

4. Increases the fees that the office may assess health facilities. 
The budget proposes to transfer 80.7 employees currently employed at 

the CHFC and increase one-time operating expenses by $389,000, for a 
total increase of $2,141,000 from reimbursements. This amounts to a reduc
tion of 11.5 positions currently assigned to the CHFC. The positions 
proposed to be eliminated are primarily responsible for administration 
and policy analysis. . 

At the time this analysis was written, the office had not completed 
reviewing its space and staffing requirements under Chapter 1326. Conse
quently, we are unable to assess the office's budget proposal. Chapter 1326 
requires the office to submit by April 1, 1985, a workload analysis and plan 
for implementing the act. Accordingly, we withhold recommendation on 
the $2,141,000 budgeted for the health facilities data transfer, pending 
receipt of the office's report. 
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services and staff training. In'addition, the department supports programs 
which provide a range of long-term care services to the elderly and func-
tionally impaired adults. . 

The OAA promotes the development of comprehensive service systems 
for older persons and functioIially impaired adults. These systems are 
coordinated by a network that includes the federal Administration on 
Aging (AOA), .state and local agencies on aging, other public and private 
nonprofit orgaruzations, and service providers. At the center of the local 
network for delivery of services are planning and coordinating bodies 
called Area Agencies on Aging (AAA), often referred to as "triple As". In 
California, there are 33 AAAs; one in each planning and service area. 

In the current year, CDA reorganized its operation into three divisions: 
(1) Administration and Finance, (2) Programs, including Nutrition and 
Social Services programs, and (3) Long-Term Care. 

The 1984 Budget Act authorized 90.8 positions for the department. 
Largely as a result of subsequent legislation, the department will add a net 
of 26.2 positions in the current year and a net of 27.2 positions in the budget 
year. As a result, the department will have a staffing level of 117 positions 
in 1984-85, and 144.2 positions in 1985-86. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes $33,268,000 from the General Fund for support of 

the California DepartmeIit of Aging's (CDA) activities in 1985-86. This is' 
an increase of $10,462,000, or 46 percent, above estimated current-year 
expenditures, and almost a 300 percent increase above prior-year expendi
tures. This increase will grow by the amount of any salary or staff benefit 
increases approved for the budget year. 

The budget proposal does not include any support for the estimated 
amount of merit salary increases ($16,000 in 1985-86) or inflation increases 
for operating expenses and equipment ($404,000). Presumably, these costs 
will be financed by diverting funds budgeted for other purposes. 

Total program expenditures by the CDA are proposed at $120,106,000 
in 1985-86. This is an increase of $17,030,000, or 17 percent, over estimated 
current-year expenditures. Table 1 presents a summary of the depart
ment's funding and expenditures for the prior, current, and bud,get years. 

Table 1 
California Department of Aging 

Expenditures and Funding Sources 
1983-84 through 1985-86 
(dollars in thousands) 

Expenditures 
State administration .......................... .. 
Older American's Act programs: 

Congregate Meals .......................... .. 
Home-Delivered Meals ................ .. 
Employment Services .................. .. 
Social Services ................................. . 
Ombudsman .................................... .. 
Special Projects ............................... . 

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

Actual 
1983-84 

$3,773 

36,340 
9!ff{ 
4,705 

24,233 
(54) 

1,175 

$75,960 

Estimated 
1984-&'5 

$4,624 

43,178 
14,219 
4,867 

25,037 
(744) 

1,426 

$88,7Z7 

Proposed 
1985-86 

$5,278 

43,178 
14,219 
4,827 

25,425 
(1,132) 
2,036 

$89,685 

Chaniefrom 
1984--85 to 

1985-86 
Amount Percent 

$654 14.1 % 

-40 
388 

(388) 
610. " 

$958 

-0.8 
1.6 

. (52.2) 
42.8 

1.1% 
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Table 2 identifies, by funding source, the significant changes in expendi
ture levels proposed for 1985-86. Several of these proposed changes are 
discussed later in this analysis. 

The fiscal impact of the program changes shown in Table 2 are under
stated to the extent that many of the department's new programs are 
beginning in the current year, thus masking the real level of program 
changes. 

ANALYSIS AND RECOMMENDATIONS 
On the following pages, we review the department's budget proposals 

for long-term care programs, nutrition programs, and other departmental 
programs. In a number of cases, we find that the department has not 
provided the Legislature with the information it needs in order to evalu
ate the department's proposals. This is particularly true with respect to 
long-term care programs which only recently were placed in the depart
ment. In most of these cases, we have recommended that the department 
provide the Legislature with additional information so that it can review 
the proposals in a meaningful way. In some instances, however, our review 
of the information provided by the department has led us to conclude that 
the proposed expenditures are not appropriate, either because (1) the 
department lacks the statutory authority needed to make the proposed 
expenditures, (2) the budget does not reflect the availability of other 
funds that can be used to accomplish the intended objective, or (3) the 
department has not provided adequate justification to support the need 
for the requested funds. 

Proposed Changes that Warrant the Legislature's Approval 
We recommend approval of the following program changes that are not 

discussed elsewhere in this analysis: 
• An increase of $406,000 due to (1) the transfer of the Office of Long

Term Care and Aging (OLTCA) and Adult Day Health Care 
(ADHC) programs from the Department of Health Services to the 
Department of Aging and (2) the expansion of ADHC services. 

• An increase of $182,000 due to the establishment of the Long-Term 
Care Division's executive staff and the addition of indirect support 
services provided by the department. 

• A net decrease of $142,000 for Older American's Act training (Title 
IV) and employment (Title V) grants. 

• An increase of $62,000 due to the establishment of a surplus commodi-
ties coordination position. ' 

• A net increase of $28,000 due to various additions and deletions of 
administrative staff. 

DIVISION OF LONG-TERM CARE PROGRAMS 
On January 1, 1985, the department established its Long-Term Care 

Division. The division was established to reflect enactment of Chapter 
1637, Statutes of 1984 (AB 2226), and Chapter 1600, Statutes of 1984 (SB 
1337). This legislation designated CDA as the principal department re
sponsible for developing, implementing, and integrating noninstitutional, 
long-term care services for older persons and functionally impaired adults 
living in California. The purpose of these services is to enable frail elderly 
and functionally impaired adults to stay in their own homes, instead of 
being placed in nursing homes. 

21-79437 
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• One-time-only assistance in securing community services. 
• Short-term assistance, including counseling and arrangement of an 

action plan when there is an immediate threat to a person's independ
ent living arrangement. 

• Continued assistance, or case management, to enable the frail elderly 
and functionally disabled adults to maintain their independent living 
situation or to delay institutionalization. 

The department has established fairly broad eligibility requirements for 
participation in the Linkages program. These requirements allow partici
pation by: 

• Adults 18 or older, except those eligible for services from the Depart
ments of Rehabilitation, Developmental Services, or Mental Health. 

• Those frail elderly or functionally disabled adults who are at risk of 
institutionalization, but not certified or certifiable for a SNF or ICF. 
(This is one of the major differences in eligibility requirements 
between the MSSP and Linkages program.) 
Under this program, clinicaljudgmentis used in determining eligibili
ty-that is, two people with the same disability could receive different 
eligibility determinations. 

Chapter 1637 provides for the establishment of no more than 10 Link
ages sites, beginning in the current year. The department expects to 
release its RFP for site selection in late January 1985, and to have its 
contracts in place by mid-May 1985. The department anticipates that by 
June 30, 1986, each center will have 200 clients receiving case manage
ment services, for a total of 2,000 clients statewide. Chapter 1637 appro
priated $3,475,000 to the Linkages program for the current year ($3.0 
million for local assistance and $475,000 for .state operations). Of the $3.0 
million, the department plans to spend $1.2 million for local assistance in 
the current year, leaving $1.8 million unspent. 

Alzheimer's Day Care-Resources Center Pilot Project 
Chapter 1600, Statutes of 1984 (SB 1337), established the Alzheimer's 

Day Care-Resource Center Pilot Project. This act was designed to estab
lish special programs for persons suffering from Alzheimer's disease and 
their families. The act also provides for the development of training pro
grams for persons caring for victims of Alzheimer's disease, and for the 
establishment of an Alzheimer's Task Force. The purpose of the task force 
is to provide recommendations to the Legislature and the administration 
as to the needs of the Alzheimer's population, and to convene a statewide 
conference on Alzheimer's Disease. The project is ; authorized for three 
years, at the end of which time the department is requix:ed to submit a 
report to the Legislature on the project. 

The department has not yet developed an implementation plan or cli
ent acquisition rates for this program; the department advises that deve
lopment of the Alzheimer's program will begin after the Linkages 
program· has been developed. 

Chapter 1600 and the 1984 Budget Act appropriate a total of $450,000 
annually to the department for three fiscal years, to be used as specified 
for grants, support of the Task Force, informational and educational 
materials, and the department's administrative expenses. 
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• No coordination between the development ofMSSP and ADHC man
agement information systems. In the current year, the MSSP and 
ADHC have spent a great deal of resources developing new manage
ment information systems. However, the department has not under
taken any planning activities to determine how these management 
information systems will interrelate or how one system could accom
modate all the programs: MSSP, ADHC, CCFD, Linkages, and Alz
heimer's. We believe suchplanning is important if the department is 
to avoid duplication of efforts and to ensure that the systems are 
compatible. 

• Potential overlap among MSSP, ADHG, and Evaluation and Informa
tion Branch stafl Many of the branch's tasks-definition, training, 
monitoring, and evaluation-are already being performed by MSSP 
and ADHC staff for their separate programs. The department, howev
er, has been unable to advise us how it will use current evaluation staff 
in MSSP and ADHC in conjunction with the new Evaluation and 
Information Branch staff. 

• No plans for expenditure of contract evaluation funds. The 
budgetlroposes $100,000 from the General Fund so that the Evalua
tion an Information Branch can purchase consulting services. These 
funds are in addition to funds proposed for consultant services within 
the MSSP and other long. -term care programs. The department has 
been unable to provide us with an expenditure plan that indicates 
how the $100,000 will be spent, or how this expenditure relates to 
other budgeted consultant expenditures within the Long-Term Care 
Division. 

Given these concerns, we recommend that, prior to the budget hear
ings, the department provide the fiscal committees with the following: 

1. Workload and task information for the staff ·of the Evaluation and 
Information Branch and the evaluation staff of the MSSP and ADHC 
programs. 

2. A preliminary plan for developing an integrated management infor
mation system for the division's long-term care programs. Thls plan should 
include infonnation regarding how current automation projects within 
MSSP and ADHC will take into account the division's common informa
tion needs. 

We further recommend deletion of $100,000 budgeted for consultant 
services for the Evaluation and Information Branch because the depart
ment has been unable to advise us how these funds will be spent. 

MSSP Funds Overbudgeted 
We recommend a reduction of $860,(J()() proposed for the MSSP because 

the department does not have statutory authority for further site expan
sion. We further recommend a reduction of $434,(J()() in federal expendi
ture authority in order to reflect the amount of federal funds available; 
(Reduce Item 4170-001-001 by $430,(J()() and Item 4170-001-890 by $864,(J()().) 

Site Expansion Lacks Statutory Authority. Under current state law, 
the department is authorized to establish up to 18 MSSP sites. At the time 
this analysis was prepared, the department had established 8 MSSP sites 
and anticipated that another 10 sites would be operational by June 30, 1985. 
The department advises that these 18 sites will serve 5,150 clients (of 
which 120 clients are for the CCFD) by June 30,1986. The department also 
advises that it plans to add 4 new sites in 1985-86 to serve another 250 
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clients. The department estimates that these 4 new sites will be estab
lished in December 1985 and will take on clients starting February 1986. 
Establishment of 4 new sites would result in the department having a total 
of 22 MSSP sites. 

Based on our review, we conclude that the department does not have 
the statutory authority to expand beyond its existing 18 sites. Specifically, 
Ch 1637/84 (AB 2226) permitted the department to expand its MSSP 
caseloads at its original 8 sites and to add up to 10 additional sites. Ten new 
sites were added in December 1984. Because the department does not 
have statutory authority to add 4 additional sites, we recommend that the 
budget for the MSSP be reduced by $860,000. 

Reducing funds for the number of sites will not in any way affect the 
number of clients MSSP will serve, nor should it affect the quality of 
services participants will receive. This is because the $860,000 is for site 
administration, not services for clients. We believe that the MSSP can 
provide services in a more cost-effective manner by expanding those 
services in existing sites, rather than adding new sites. 

Federal Funds Overbudgeted. During the current year, the depart
ment revised downward its estimates of caseload acquisition and the 
amount of funds that will be spent on services per MSSP client. These 
revisions were based on the program's prior-year experience. The budget 
for 1985-86, however, does not completely reflect the revised caseload and 
expenditure estimates. Specifically, the department's budget still has an 
extra $434,000 in federal funds expenditure authority, or "matching 
funds," carried over into the budget year. Without General Fund monies 
to match this level of expenditure authority, this amount cannot be spent. 
Therefore, we recommend that the federal funds expenditure authority 
for the MSSP be reduced by $434,000. 

MSSP Case Management Funds Double-Budgeted 
We recommend that the funds budgeted for the. MSSP be reduced by 

$64,000 to reflect the amount of General Fund support available from Ch 
1626184 (AB 3900) for the budget year. (Reduce Item 4170-001-001 by 
$64,OOO.) 

Chapter 1626 established the Community Care Facility Demonstration 
(CCFD) Project. The purpose of this project is to determine if it is cost
effective to provide case management services to an individual in a board 
and care home, instead of placing the individual in a nursing home. Chap
ter 1626 appropriates $595,000 over three years for this project. 

Implementation of this demonstration project is dependent on the avail
ability of federal funds and the approval of federal waivers. The depart
ment advises that federal funds are available for this project. In addition, 
the existing Title XIX waiver for the MSSP will cover the demonstration 
project, so long as the CCFD clients are included within the waiver's 
maximum caseload of 5,400 clients. The department advises that it plans 
to set aside 120 of the 5,400 client slots for the CCFD Project. 

Our review indicates that the department has double-budgeted funds 
for the CCFD Project. This is because the budget contains adequate funds 
to support a caseload of 5,400 MSSP clients, which includes the 120 clients 
of the CCFD Project. Because funds are available for the CCFD project 
through Chapter 1626, we recommend that the amount proposed for the 
MSSP be reduced by $64,000. 
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Chart 2 

California Department of Aging 
Federa' and State Funding Leve.s 
1982-83 through 1985-86 (in thousands) 

Dollars Federal General 
Funds Fund 

c=J .. 

82-83 83-84 84-85 85-86 
(proposed) 

The Legislature recently enacted Ch 616184 (SB 1966) which provided 
additional funds for nutrition programs. Specifically, the act appropriated 
$5.0 million from the General Fund for 1984-85 to: 

• Maintain the 1983-84 funding level of home-delivered meals; 
• Reduce the number of seniors on waiting lists; 
• Increase the number of days per week that meals are provided from 

five to seven; 
• Provide modified diets to meet specific individuals' needs; and 
• Establish outreach programs to ensure that the elderly are aware that 

home-delivered meals are available. 
The department is aware of the danger that legislative augmentations 

to the nutrition program may end up being used to fund social services 
programs. The department indicates that it intends to closely monitor the 
impact of these transfers on the total funding level for nutrition programs. 
In order to help the Legislature do the same, we recommend the adoption 
of Budget Bill language specifying the expenditure of nutrition funds. The 
following Budget Bill language is c;onsistent with this recommendation. 

"Of the amount aprropriated 4l this item, $5 million is provided to 
increase the level 0 home-delivered meal services." 
We further recommend the adoption of supplemental report language 

requiring that the department submit a specific report to the Legislature 
which identifies how the AAAs are spending their General Fund nutrition 
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dollars. The following language is consistent with this recommendation: 
"In order to assure that nutrition priorities are being met, the Director 
of the Department of Aging shall submit a report to the Legislature by 
December 1,1985, on how the AAAs are spending General Fund nutri
tion dollars. The report shall discuss the extent to which AAAs are using 
General Fund monies to (1) maintain existing nutrition levels, (2) 
reduce waiting lists, (3) supply weekend meals, (4) supply modified 
diets, and (5) provide outreach to seniors needing home-delivered 
meals." 

Action Needed to Assure that Title III Funds Are Fully Utilized 
We recommend that, prior to budget hearings, the department provide 

the fiscal committees with a plan for assuring that the AAAs maximize the 
use of their Federal Title III Funds. 

Currently, Federal Title III funds for nutrition and social services are 
distributed to each AAA according to an· intrastate funding formula. In 
general, this formula is based on the number of persons over 60 and the 
number of persons over 60 receiving SSIISSP in each AAA. The depart
ment believes that these factors are good indicators of need. 

Despite the department's attempt to allocate funds based on need, 
virtually every AAA fails to spend some portion of its allocation by the end 
of the fiscal year. There are two measures of the extent to which AAA's 
are not spending all of their Title III funds: (1) the total amount unspent 
in each AAA, and (2) the percent of each AAA's total grant award unspent. 
Table 4 shows the spending shortfall for each AAA using each of these 
measurements. 

Table 4 

Area Agencies on Aging 
Unexpended Federal Title III Grants 

Percent.of Grant Unexpended 
1982-83 and 1983-84 

1982-83 
Percent of 
Total Grant 

1983-84 

Grant Grant 
Amount Amount Amount 

AAAa 
Humboldt ............................................... . 
Lassen ....................................................... . 
Butte ......................................................... . 
Sacramento ............................................. . 
Marin ....................................................... . 
San Francisco ....................................... ... 
Contra Costa ........................................... . 
San Mateo ............................................... . 
Alameda ................................................... . 
Santa Clara ........................................... ... 
San Joaquin ............................................. . 
Alpine ....................................................... . 
Santa Cruz ........................................... ... 
Fresno ................. , ................................... . 
Kings ......................................................... . 
Inyo ........................................................... . 
Santa Barbara ......................................... . 

Unexpended 
$1,653 
56,865 
14,040 
56,193 
14,087 

138,947 
80,783 
4,817 

119,159 
18,628 
11,743 
18,713 

723 
7,391 
1,059 
2,184 

30,635 

Unexpended Unexpended 
$8,148 

4 18,130 
1 46,831 
2 23,167 
3 11,094 
6 5,222 
6 28,238 

82,844 
5 21,337 
1 7,919 
1 2,594 
4 18,002 

9,234 
6,099 

59 
1 1,280 
2 6,670 

Percent of 
Total Grant 

Amount 
Unexpended 

1 
1 
4 
1 
2 

2 
6 
1 
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Ventura ................................................... . 
Los Angeles County ............................ .. 

-San Bernardino ..................................... . 
Riverside ............................................... ... 
Orange ..................................................... . 
San Diego ............................................... . 
Imperial ................................................... . 
Los Angeles City ................................... . 
Mendocino .................................. ; .......... . 
Sonoma ..................................................... . 
Napa ......................................................... . 
El Dorado ............................................. ... 
Stanislaus ............................................... : .. 
Merced ................................................... ... 
Monterey ................................................. . 
Kern ......................................................... . 

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

17,383 
206,452 
108,359 
108,391 
30,941 

375,006 
61,045 

360,639 
57,119 
27,224 
2,513 

995 
77,279 
31,655 
31,181 
13,189 

$2,087,011 

2 
2 
6 
6 
1 
9 

14 
-5 
10 
3 

12 
9 
5 
1 

4% 

a Only one county is mentioned if the AAA is a multi-county AAA. 

9,605 1 
230,121 3 
95,264 5 

192,417 10 
24,966 1 

131,138 3 
86,379 19 

883,726 11 
8,801 1 
9,370 1 

20,667 3 
820 
874 

55,135 15 
40,018 6 
47,970 5 

$2,134,139 4% 

The amount of unspent funds has remained relatively constant during 
the last two years. In 1982-83, the unspent Title III funds totaled $2.087 
million. This amount increased slightly to $2.134 million in 1983-84. In 
1982-83, 12 AAAs spent less than 95 percent of their total grant; in 1983-84, 
8 spent less than 95 percent of their total grant. 

Part of the reason Title III funds go unspent appears to be the way these 
funds have been reallocated among AAAs after these funds have been 
returned to the state by AAAs. Each year, funds are allocated through the 
funding formula. Unspent funds at the end of the year are reallocated 
among AAAs using the same formula that was used to allocate the funds 
initially. Thus, AAAs who are unable to spend their initial allocations 
receive part of these funds back through the reallocation process. This is 
a particular problem because those counties with the largest grant awards 
also have the hardest time spending them. 

In light of the above, we recommend that, prior to budget hearings, the 
department provide the fiscal committees with the following: (1) an anal
ysis of why AAAs have been unable to spend their Title III funds and (2) 
a plan for insuring that AAAs are able to spend these funds. 

OTHER CDA PROGRAMS 
Senior Center Bond Act 

We recommend that, prior to budget hearings, the department advise 
the fiscal committees of its expenditure plans for the Senior Center Bond 
Act in 1985-86. 

Chapter 575, Statutes of 1984 (SB 1359), established the Senior Center 
Bond Act, subject to voter approval. The act was approved by the elector
ate in November 1984. The act authorizes the state to sell $50 million in 
general obligation bonds to finance the acquisition, renovation, construc
tion, or purchase of equipment for senior centers. It would also fund 
start-up costs of senior center programs. The department estimates that 
it will fund 200 to 300 separate projects with the $50 million. 

In order to implement this program, the department must go through 
a number of steps. These steps are divided into two phases: (1) the grant 
development and selection phase and (2) the bond sale phase. In the 
initial phase, the department must: (1) develop, in conjunction with sev-
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we recommend that, prior to budget hearings, the department provide 
the fiscal committees with an implementation and expenditure plan for 
the $388,000 and any additional funds the SLTCO plans to use to imple
ment the requirements of Chapter 1625. This implementation plan should 
include, workload data for the program at the state level and a plan for 
training local SL TCO program staff to carry out their responsibilities. 

Departmental Relocation Funds Overbudgeted 
We recommend a reduction of $69lJOO budgeted for the department to 

buy-out its existing lease because the department will not be able to move 
by July 1, 1985. (Reduce Item 4170-001-001 by $69,000.) 

In order to accommodate the substantial increase in the number of its 
employees during the budget year, the department proposes to relocate 
to a larger facility. This relocation will require moving the department, 
the MSSP, and the ADHC programs from their current separate locations 
into a common facility. The department estimates that it will move by July 
1, 1985, and expects the costs of the new facilities and related moving 
expenses to be $320,000 more than its space costs in the current year. 

We find that the department has budgeted too much money for the 
move. Specifically, the department's moving costs include $69,000 to buy
out the department's existing lease between July 1, 1985 (the anticipated 
moving date) and October 31,1985, when the department's current lease 
expires. We believe these funds are overbudgeted for two reasons. First, 
the Department of General Services (DGS) , which is responsible for relo
cation and space management, has advised us that it is highly unlikely that 
the CDA will be able to move by July 1, 1985. This is partially because at 
the time this analysis was prepared, the DGS had not located a new.space 
for CDA. The DGS estimates that CDA will probably not be able to move 
until approximately October 1, 1985. Second, the department has been 
unable to demonstrate that there are significant benefits to the state to 
offset the substantial costs-$69,OOO-involved in moving four months 
before the department's lease expires. 

For these reasons, we recommend a reduction of $69,000 in the amount 
of funds budgeted for the department's relocation. 

Does the Department Need Fewer Fiscal Analysts and More Consultants? 
We recommend that the Legislature adopt supplemental report lan

guage making elimination of departmental fiscal staff contingent on the 
submission of a specified report. We further recommend the deletion of 
$61,000 proposed for consultant services, because the department has been 
unable to document the need for these services. (Reduce Item 4170-()()1-
001 by $61,000.) 

The Financial Analysis and Evaluation Branch within the Department 
of Aging performs various management and oversight activities related to 
AAA grants and contracts. Specifically, the branch (1) reviews AAA's 
contract and grant budgets, (2) assesses and monitors the fiscal systems of 
local service providers for compliance with federal and state require
ments, (3) provides technical assistance to AAA fiscal staff on contract
related matters, and (4) responds to fiscal inquiries from AAAs. This staff 
is also responsible for all accounting related to AAA contracts, such as 
processing advances, posting expenditures, and closing out expenditure 
reports. This accounting function currently is being done manually. The 
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Financial Analysis and Evaluation Branch carries out portions of these 
functions in conjunction with AAA staff and the department's accounting 
division. 

The budget proposes to eliminate the Financial Analysis and Evaluation 
Branch by eliffiinating four staff, transferring the remaining four staff to 
the department's accounting division, and absorbing the current work
load. The department advises that it is reducing its staffas a result of (1) 
efficiencies that can be achieved by eliminating overlapping responsibili
ties among fiscal, program and accounting staff and (2) further automa
tion of the CALST ARS system which will eliminate the need to manually 
perform various fiscal oversight activities. 

The CDA further proposes to hire consultants to provide advice and 
assistance to AAAs that have deficient fiscal systems. The amount budget
ed for consultant services-$61,OOO-is equivalent to the reduction 
achieved by eliminating the four staff positions. 

This proposal raises. three separate issues. First, can the department 
adequately meet its financial reporting responsibilities with a smaller 
staff? Second, will efficiencies in the operation and automation of the 
department result in decreased workload equivalent to four staff? Third, 
has CDA demonstrated that it requires consultant services to provide 
assistance to the AAAs? 

• Department's Financial Reporting Responsibilities. Because the 
department has had trouble meeting its financial reporting require
ments in the past, we are dubious about the wisdom of deleting four 
fiscal analysts. In October 1982, the federal Administration on Aging 
suspended the department's Letter of Credit because of long-stand
ing deficiencies in its fiscal and program reporting systems. Although 
the Letter of Credit was reinstated in April 1983, the department is 
still working to complete audits related to the suspension. Based on 
the department's previous problems in this area, we are concerned 
about the ramifications of eliminating four staff and its entire Finan
cial Analysis and Evaluation Branch. 

• Efficiencies in the Operation and Automation of the Department. 
At the time we prepared this analysis, the CDA had not been able to 
provide us with information which demonstrates that the depart
ment'splanned efficiencies and automation will result in decreased 
workload. The department advises that it will complete a report by 
June 30,1985 on the feasibility of having CALSTARS absorb workload 
currently performed manually. Because we recognize that efficien
cies will be achieved through automation, but are not sure to what 
extent they can be achieved, we believe that the positions can be 
eliminated contingent upon the results of this preliminary study. 

• Department's Proposed Consultant Services. The department has 
not provided satisfactory justification for its request for a $61,000 aug
mentation to fund consultant services. The department advises· that 
consultant services may be necessary to provide technical assistance 
to AAAs that have deficient fiscal systems. The department, however, 
has been unable to identify which AAAs are having problems with 
their fiscal systems or the nature of these problems. In the absence of 
such information, we have no analytical basis upon which torecom
mend approval of the department's proposal for consultant services. 

Given the uncertainty of the department's workload, we recommend 
that the Legislature adopt supplemental report language that requires the 
department to submit a report to the Legislature which demonstrates that 
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the department can absorb the workload of the fiscal positions by imple
menting CALST ARS. The following supplemental report language is con
sistent with this recommendation: 

"The department shall submit a report to the Legislature by July 1, 1985, 
that documents the feasibility of the CALSTARS accounting system 
absorbing workload currently performed manually by fiscal staff." 

Furthermore, we recommend that $61,000 proposed for consultant serv
ices be deleted because the department has been unable to document the 
need for such funds. 

LEGISLATIVE FOLLOW-UP 
Advisory Council to the State Ombudsman 

We recommend that, prior to budget hearings, the department advise 
the fiscal committees when the Ombudsman Advisory Council members 
will be appointed and when the first meeting of the council will be held. 

Chapter 1456, Statutes of 1982 (AB 2997), requires the CDA to establish 
an ll-member adviSOry council in order to provide advice and recommen
dations to the Office of the State Long-Term Care Ombudsman regarding 
the delivery of ombudsman services. Chapter 1456 required that the first 
meeting of the council be held no later than April 1, 1983. The department, 
however, has not appointed any members to the council and no meetings 
have been held. The department has been unable to advise us when the 
council will be established. 

In order to provide the Legislature with information concerning the 
department's plans for the council, we recommend that, prior to budget 
hearings, the CDA provide the fiscal committees with a time-frame for 
appointing members and holding its first meeting. 

Departmental Reporting Requirements 
The 1984 Budget Act and the Supplemental Report of the 1984 Budget 

Act required the department to submit three reports to the Legislature. 
Two of the three reports have been submitted; the reports are briefly 
described below. 

• Intrastate Funding Fonnula. The 1984 Budget Act required the 
department to update its Intrastate Funding Formula (IFF) for the 
allocation of state and federal nutrition and social services funds in 
accordance with federal regulations. At the time we prepared this 
analysis, the department had not submitted the report. 

• CDA Goals and Objectives. The Supplemental Report of the 1984 
Budget Act required the department to submit a report to the Legis
lature that discusses how the department will meet the goals and 
objectives of the Older Americans Act and the Older Californians Act. 
The department has submitted the report to the Legislature. The 
report, however does not appear to meet the requirements outlined 
in the Supplemental Report of the 1984 Buc:!get Act. Specifically, the 
report, in a number of cases, does not identity quantifiable goals and 
objectives. As a result, we do not believe the department will have a 
basis on which to prepare its follow-up report, due in March, which 
is intended to show the extent to which the department has met its 
goals and objectives. 

• Nutrition Program Productivity. The Supplemental Report of the 
1984 Budget Act required the department to submit a report to the 
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Table 1 

Commission on Aging 
Program Expenditures and Funding Sources 

1983-84 through 1985-86 
(dollars in Thousands) 

1983-84 1984-85 1985-86 
Expenditures Actual Estimated Proposed 
Commission .......................................... $327 $372 $404 
Senior Legislature .............................. 37 200 366" 

- -
Totals .............................................. $364 $572 $770 

Revenues 
General Fund ...................................... $197 $185 $252 
Federal funds ...................................... 167 187 193 
Senior's Fund ........................................ 200 325 

Item 4180 

Change Erom 
1984-85 to 

1985-86 
Amount Percent 

$32 8.6% 
166 83.0 

$198 34.6% 

$67 36.2% 
6 3.2 

125 62.5 

"$41,000 will be reverted to the General Fund if more than $83,000 is received for the CSF. 

The size of the General Fund increase shown in the budget is somewhat 
misleading. This is because the 1985 Budget Bill contains language that 
would reduce the $41,000 requested for the CSL by an amount equal to 
one-half of any private contributions made to the Legislature in excess of 
$33,000. This language is identical to language contained in the 1984 
Budget Act. As a result of this language, General Fund expenditures for 
the currentJear have already been reduced by $41,000 below what was 
appropriate . If $41,000 is reduced from General Fund expenditures in the 
budget year, as well, the General Fund increase will be $26,000, or about 
14 percent. The budget proposal does not include any funds for the es
timated amount of merit salary increases or inflation adjustments for oper
ating expenses and equipment ($5,000). Presumably, these costs will be 
financed by diverting funds budgeted for other purposes. 

Table 2 

California Commission on Aging 
Proposed Budget Changes 

1985-86 
(dollars in thousands) 

General 
Total Fund 

1984-85 Expenditures (revised) ........ : ..................................... $572 $185 
Proposed changes: 
1. Cost adjustments 

a. Increase in existing personnel costs ............................ 3 
h. Operating expenses and equipment .......................... 

2. Program change proposals 
a. Travel adjustment ............................................................ 26 26 
h. Program adjustments 

• Staff increase ................................................................ 20 
• Increased OE&E for CCA ........................................ 41 • 41 • 
• Increased OE&E for CSL .......................................... lOB 

3. 1985-86 Expenditures (proposed) . ................................... $770 $252 
Amount ................................................................................ 198 67 
Percent ................................................................................ 34.6% 36.7% 

Federal 
Funds 

$187 

2 

4 
$193 

6 
3.2% 

a $41,000 will be reverted to the General Fund if more than $83,000 is received for the CSF. 

Senior's 
Fund 
$200 

20 

104 
$325 

125 
62.5% 
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fiscal committees (a) if the State Personnel Board has ap
proved the use of entry-level positions for the licensing 
function, and (b) how the department will fund any short
fall in the budget year. 

GENERAL PROGRAM STATEMENT 
The Department of Alcohol and Drug Programs (DADP) is responsible 

for directing and coordinating the state's efforts to prevent or minimize 
the effect of alcohol misuse, narcotic addiction, and drug abuse. The de
partment is composed of the Divisions of Alcohol Programs, Drug Pro
grams, and AdministratioIl. 

The 1984 Budget Act authorized 197 positions for the department in the 
current year. During the current year, however, the department has ad
ministratively established an additional 10 positions (most of them for the 
purpose of licensing alcohol recovery homes) and abolished 14.6 positions 
(11.5 of them to reflect administrative efficiencies). Thus, in the current 
year, the department has a total of 192.4 positions. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $77,781,000 from the General 

Fund for the DADP in 1985-86. This is an increase of $1,822,000, or 2.4 
percent, over estimated current-year expenditures. The increase will 
grow by the cost of any salary or benefit increases that may be approved 
for the budget year. 

The budget proposes total expenditures of $112,055,000 for alcohol and 
drug programs in 1985-86. This includes $77,781,000 from the General 
Fund, $31,191,000 from federal funds, and $3,083,000 from reimburse
ments. Total expenditures proposed for 1985-86 are $755,000, or 0.7 per
cent, above estimated total expenditures in the current year. Table 1 
shows total expenditures for the prior, current, and budget years, by fund
ing source. 

Table 1 
Department of Alcohol and Drug Programs 

Expenditures by Funding Source 
1983-84 through 1985-86 

Expenditures 
Alcohol-local assistance ...................... 
Drugs-local assistance ........................ 

Subtotals, local assistance ............ 

State operations ...................................... 

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

Revenues 
General Fund ....................................... . 
Federal funds ......................................... . 
Reimbursements ................................... . 

(dollars in thousands) 

1983-84 
Actual 
$42,061 
SO,751 

$92,812 

$9,013 

$101,825 

$67,942 
30,846 
3,037 , 

1984-85 
Estimated 

$46,339 
54,479 

$100,818 

$10,482 

$11l,300 

$75,959 
31,993 
3,348 

1985-86 
Proposed 

$47,233 
55,406 

$102,639 

$9,416 

$112,055 

$77,781 
31,191 
3,083 

Change from 
1984-85 to 1985-86 
Amount Percent 

$894 1.9% 
927 1.7 

$1,821 1.8% 

-$1,066 -10.2% 

$755 0.7% 

$1,822 
-802 
-265 

2.4% 
-2.5 
-7.9 

The budget proposal does not include any funds to cover the estimated 
cost of General Fund merit salary increases ($59,000 in 1985-86) or infla-
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ANALYSIS AND RECOMMENDATIONS 
Partial Transfer of Methadone and Drinking Driver Programs 

In the 1984 Budget Bill, the department proposed that the Methadone 
and Drinking Driver programs be transferred to the counties. The Legisla
ture subsequently adopted legislation relating to the drug and alcohol 
programs, but chose not to transfer these programs as the administration 
had proposed. . 

The 1985 Budget Bill proposes a more limited transfer of functions 
under the Methadone and Drinking Driver programs to the counties. 
Under this proposal, the department would retain responsibility for licens
ing programs. It would also monitor local programs on a sample basis. The 
counties would be delegated responsibility for full program monitoring to 
ensure conformance with state regulations. 

In the following two sections, we discuss the administration's current 
proposal as it relates to· each of these two programs. 

Methadone Program-More Information Needed 
We recommend that:. prior to the budget hearings:. the department pro

vide the fiscal committees with (1) information demonstrating that the 
staff of the methadone unit can absorb specified workload, (2) informa
tion demonstrating that staff in the county review unit can absorb the 
methadone review workload without cutting back their other activities, 
(3) a plan for training county staff to monitor methadone programs for 
compliance with state regulations, and (4) a projection of the fiscal effect 
that the proposed transfer would have on counties, program providers, 
and participants. 

Methadone programs provide methadone to heroin addicts as a legal, 
but tightly controlled, substitute for heroin. There are two types ofmetha
done programs: (1) Methadone Detoxification, which are 21-day treat
ment programs designed to reduce or eliminate the physical addiction to 
heroin and (2) Methadone Maintenance, which are long-term treatment 
and rehabilitation programs that provide addicts with regular doses of 
methadone in order to break the cycle of criminal activity and allow them 
to lead productive lives. 

Currently, there are 69 methadone detoxification and 76 methadone 
maintenance programs in 21 counties. These programs serve from 60,000 
to 65,000 heroin addicts, and are run by a variety of public, private, and 
private nonprofit providers. Because methadone is a narcotic substance, 
these programs are highly regulated and monitored by federal, state, and 
local agencies. 

Currently, counties are responsible for recommending methadone pro
grams-both private and public-for licensure. In addition, they monitor 
programs that receive public funds for compliance with county contracts, 
which often incorporate the requirements of both state and federal law. 
Counties do not monitor privately operated fee-for-service programs on 
an ongoing basis. 

At the state level, both DADP and the Department of Health Services 
(DHS) monitor methadone programs. Chapter 1252, Statutes of 1977, 
requires DADP to license all methadone programs in the state and moni
tor the compliance of each with state regulations. All methadone pro
grams, both private programs and those supported by public funds, are 
subject to monitoring by the state on an ongoing basis. Private for-profit 
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methadone programs are charged an annual license fee by the depart
ment. In addition, providers who wish to receive Medi-Cal reimburse
ments must be certified by the DHS as Medi-Cal eligible. In addition, the 
DHS conducts annual utilization reviews of these providers. 

Two federal agencies, the Drug Enforcement Administration and Food 
and Drug Administration, also monitor methadone programs for compli
ance with various provisions of federal law. 

The department proposes to transfer to the counties some of its current 
responsibilities under the Methadone program. Table 3 summarizes the 
difference between current and proposed county and state responsibili
ties. 

Table 3 
Proposed Transfer of Methadone 

Program Responsibilities 

Current State Responsibility Proposed Change 
License all methadone programs Licensing will remain a state responsibility, but li

censes will be granted only after counties have 
recommended programs for licensure based on 

Monitor methadone programs to ensure con
formance with state regulations 
Charge and collect licensure and monitoring 
fees sufficient to cover all administrative costs 

their compliance with state regulations 
Transfer to counties 

Transfer to counties the authority to charge moni
toring fees 

The department proposes to reduce the methadone licensing staff from 
seven to two positions in order to reflect the division's reduced workload. 
These two positions would carry out the division's continuing responsibili
ties: maintaining state regulations and licensing program providers. The 
county review unit would perform county administrative reviews and 
sample reviews of program providers. Enactment of legislation is neces
sary in order to accomplish these changes. 

Based on our review, we conclude that the department has not provided 
the Legislature with adequate information concerning the proposed 
transfer. First, the department has not been able to provide any data to 
substantiate its claim that the remaining state functions could be carried 
outby two staff positions. In the absence of adequate workload data, we 
are unable to determine if the remaining two positions could, indeed, 
absorb the remaining workload. 

Second, the department has advised us that it will review 10 percent of 
the program providers through its county administration review process. 
The purpose of these reviews is to ensure that the counties are doing an 
adequate job of monitoring the performance of methadone providers. The 
department, however, has not provided a plan as to how this workload 
woUld be absorbed within the county review unit or how this new work
load would affect the unit's current program reviews. 

Third, the department has not indicated how it would train county staff 
to review programs or how counties would be prepared to interpret state 
methadone regulations. Because state regulations in this area are complex, 
we believe counties would require extensive training in order to carry out 
their new responsibilities under the program. 

Finally, tIle department has not provided an estimate of the fiscal effect 
that the transfer would have on the counties, the program providers, or 
the participants. 
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ommend that, prior to budget hearings, the department provide the fiscal 
committees with (1) a description of how it plans to maintain DDP regula
tions and perform licensing activities, (2) workload data for existing pro
gram management staff, and a full explanation of how its new 
responsibilities for reviewing a sample of DDP providers will affect re
views of existing programs, (3) a plan for training county staff to monitor 
DDPs for compliance with state regulations, and (4) projections of the 
fiscal effect that the transfer would have on counties, program providers, 
and participants. We further recommend that the Legislature adopt sup
plemental report language requiring DADP to report by December 1, 
1985, on statewide DDP costs, practices, and outcomes. This report should 
discuss how the transfer of the DDP to the counties has affected these 
costs, practices, and outcomes. The following language is consistent with 
our recommendation: 

"The Department of Alcohol and Drug Programs shall submit a report 
to the Legislature by December 1, 1985, on the transfer of the multiple
offender drinking driver programs. This report shall include, but not be 
limited to (1) a review of how programs are run and how well they 
comply with state regulations, (2) a review of each program's costs, and 
(3) an analysis of the effectiveness of these programs, including, where 
possible, recidivism rates of persons enrolled in multiple-offender drink
ing driver programs and how these recidivism rates compare to those 
similar persons not enrolled in these programs." 

Alcoholism Recovery Home Licensing May Be Underfunded 
We recommend that, prior to the budget hearings, the DADP advise the 

Legislature as to whether the State Personnel Board has approved its 
proposal to use entry-level positions for licensing of Alcohol Recovery 
Homes. We further recommend that the department advise the fiscal 
committees how it plans to fund any budget-year shortfall related to 
licensing these facilities. 

Chapter 1667, Statutes of 1984 (SB 2274), transferred responsibility for 
licensing alcoholism recovery facilities from the Department of Social 
Services (DSS) tothe DADP, effective January 1,1985. Chapter 1667 gives 
DADP various responsibilities regarding the licensing of these facilities, 
including the responsibility to promulgate regulations, charge license fees, 
and develop and certify advisory program standards. 

Prior to the transfer, the DSS spent $143,000 annually for 5.5 positions 
to license alcoholism recovery facilities. An eqUivalent amount of staff and 
funds was transferred from DSS to the DADP in order to license these 
facilities during 1985-86. . 

The DADP advises, however, that it may not be able to fulfill the re
quirements of Chapter 1667 with the staff and funds transferred from DSS. 
Specifically, the department indicates that it may experience a shortfall of 
$64,973 in the current year and $120,859 in the budget year, due to the fact 
that the position classifications used by DADP to perform licensing func
tions are more costly than those used by DSS. In addition, the DADP 
indicates that its travel costs will exceed those incurred by the DSS be
cause the DSS operated out of regional offices, while the DADP must 
operate out of its central office in Sacramento. 

The department advises that it will utilize the authority granted by 
Section 28 of the 1984 Budget Act to supplement funding for the licensing 
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cost control plan governing expenditures for county eligi
bility determinations in 1985-86 and (b) 1984-85 be used as 
the base year for the 1986-87 cost control plan. 

53. Notification of Change Orders. Recommend that the 
adoption of Budget Bill language requiring that the Legis
lature be notified of fiscal intermediary change orders .. 

54. California Dental Services Estimates. Recommend that 
the Department of Finance's May and December esti
mates of Medi-Cal expenditures include expanded docu
mentation of the dental fiscal intermediary cost estimates. 

55. Statewide Automated Welfare System. Withhold rec
ommendation on $43,000 in Item 4260-001-001, $27,000 in 
Item 4260-001-890, and $16,000 in reimbursements, pend
ing review of the required progress report. 

56. Prepaid Health Plan (PHP) Rates. Recommend that 
during budget hearings, the department advise the Legis
lature of the steps it is taking to assure the timely submis
sion of PHP rates. 

57. Rate Development Contracts. Reduce Item 4260-001-001 
by $26,000 and Item 4260-001-890 by $27,000. Recom
mend deletion of funds proposed for a rate development 
contract because the department currently is staffed to 
perform this function. 

58. Medi-Cal Field Office Staffing Study. Recommend that 
the Department of Finance report at budget hearings 
whether or not it intends to propose staffing adjustments 
to reflect the results of the Medi-Cal field office workload 
study. 

59. Field Office Telephone Lines. Reduce Item 4260-001-001 
by $12,000 and Item 4260-001-890 by $12,000. Recom
mend a reduction to reflect updated estimates of the cost 
to purchase 24-hour telephone access lines for Medi-Cal 
field offices. 

60. Treabnent Authorization Requests. Augment Item 4260-
001-001 by $135,000 and Item 4260-001-890 by $386,000. 
RecOInmend that (a) the minimum dollar limit for treat
ment authorization requests not be increased because it 
would increase state costs and (b) 12.5 personnel-years 
deleted in the budget due to the proposed increase in the 
limit be restored to handle the projected workload. (Net 
fiscal effect: $839,000 ($545,000 General Fund) savings). 

61. Treatment Authorization Requests Automation. With
hold recommendation on the proposal to contract with 
Computer Sciences Corporation for automation of Medi
Cal field offices, pending receipt of project cost estimates. 

62. Jackson v. Rank. Recommend adoption of Budget Bill 
language requiring that the Legislature be notified before 
the expenditure of funds for workload increases required 
to cOlllply with court orders stemming from Jackson v. 
Rank. 

63. Recovery Branch Contract. Reduce Item 4260-001-001 by 
$165,{)()(} and increase Item 4260-001-890 by $5,000. Rec
ommend that proposed deletion of 22 positions be disap
proved because the reduction is premature. Recommend 
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GENERAL PROGRAM STATEMENT 
The Department of Health Services has responsibilities in two major 

areas. First, it provides access to health care for California's low"income 
population through the Medi-Calprogram. Second, the department ad
ministers a broad range of public health programs, including (1) programs 
that complem.ent and support the activities of local health agencies con
trolling environmental hazards, preventing and controlling disease, and 
providing health services to populations that have special needs and (2) 
state-operated rrograms such as those that license health facilities and 
certain types 0 technical personnel. 

The department has 4,233.2 authorized positions in the current year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes expenditures of $5,997,678,000 from all funds for 

support of Department of Health Services programs in 1985-86. This is an 
increase of $255,610,000, or 4.5 percent, above estimated current-year ex
penditures. 

The budget proposes departmental expenditures of $3,255,449,000 from 
the General Fund in 1985-86, which is an increase of $186,891,000, or 6.1 
percent, above estimated current-year expenditures. This increase will 
grow to the extent that any salary or staff benefit increases are approved 
for the budget year. . 

Table 1 shows the proposed budget, by program category, for 1985-86 
and the two previous years. 

Table 1 

Department of Health Services 
Expenditures and Funding Sources 

1983-84 through 1985-86 
(dollars in thousands) 

Actual Estimated Proposed 
1983-84 1!J84..&5 1985-86 

Department support .......................................... $200,745 $233,990 $247,172 
Special projects .................................................... 1ll,082 207,803 237,780 
Hazardous Substance Account reappropria· 

tion .................................................................. 19,644 
Toxic bond cleanup ............................................ 93,158 
Preventive health local assistance .................. 960,878 1,030,948 1,077,178 
Medi·Callocai assistance .................................. 3,957,568 4,249,683 4,342,390 

Totals ........................ : ..................................... $5,230,273 $5,742,068 $5,997,678 
Funding SCUlces 

General Fund ...................................................... $2,977,927 $3,068,558 $3,255,449 
Federal funds ........................................................ 2,182,367 2,525,827 2,537,669 
Hazardous Substance Cleanup ........................ 1fXJ,fX)() 
Hazardous Substance Account ........................ 6,(){)() 30,753 10,189 
Hazardous Waste Control ACcount ................ 6,561 11,588 16,082 
Genetic Disease Testing Fund ........................ 9,930 12,971 12,976 
County Health Services Fund .......................... 2,200 2,2(KJ 
Local Health Capital Expenditure Account 197 18,162 166 
Reimbursements .................................................. 43,856 70,802 63,935 
Other funds .......................................................... 1,235 1,207 1,212 

Change 
1985-86 from 1!J84..&5 
Amount Percent 

$13,182 5.6% 
29m 14.4 

-19,644 -100.0 
93,158 NA 
46,230 4.5 
92,707 2.2 

$255,610 4.5% 

$186,891 6.1% 
11,842 .5 

1fXJ,fX)() NA 
-20,564 -66.9 

4,494 38.8 
5 

-2,200 -100.0 
-17,996 -99.1 
-6,867 -9.7 

5 

The largest budget change results from a proposal to appropriate $100 
million in proceeds from the Hazardous Substance Cleanup Bond Act and 
add 109.5 positions for cleanups of hazardous waste sites. 
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Table 3 

Department of Health Services 
Department Support 

Proposed Budget Changes 
(dollars in thousands) 

1984-85 expenditures (Budget Act) ........................................................................ .. 

Baseline adjustments: 
1. Increase in existing personnel costs 

a. Salary increase including merit salary adjustments ............................. . 
b. Fringe benefits ............................................................................................... . 

2. Increase in operating expense and equipment 
a. Inflation adjustment ................................................... ; ................................. . 
b. Collective bargaining ................................................................................... . 

3. One-time adjustments 
a. Infant botulism project ................................................................................ . 
b. Contract reimbursements ...................•........................................................ 
c. Duplicate entries in 1984-85 change book ............................................. . 
d. Licensing and certification Title XVIII costs ....................................... . 
e. Position reduction in Office of County Health Services ................... . 
f. One-time equipment purchases ............................................................... . 
g. Limited-term positions ............................................................................... . 
h. Federal funds from other departments ................................................. . 
i. Communication augmentation ................................................................. . 
j. Overhead funding adjustment ................................................................. . 
k. Federal funding shift in Medi-Cal and licensing and certification .. 
J. Salary savings increase ............................................................................... . 
m. Department of Justice direct funding ..................................................... . 

Budget change proposals 
1. Administration ..................................................................................................... . 
2. Audits and investigations ................................................................................. . 
3. Licensing and certification .............................................................................. .. 
4. Preventive health services .............................................................................. .. 
5. Medi-Cal .............................................................................................................. ,. 
6. Toxic substances control ................................................................................... . 

Other adjustments 
1. Merit salary. adjustment reductions ......................................... ,; .................... . 
2. Operating expense and equipment reductions ........................................... . 
3. County Medical Services program transfer from local assistance ......... . 
4. Environmental toxicology funding shift ....................................................... . 
5. Miscellaneous adjustments ............................................................................... . 

1985-86 expenditures (proposed) ............................................................................. . 
Change from 1984-85: 

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

Note: Details may not add to total due to rounding. 

General 
Fund 
$96,880 

5,067 
1,395 

1,557 
10 

449 

-581 

-300 
-832 

538 
-439 

-1,453 
-131 

-139 
-563 

408 
5,883 

533 

-927 
-1,557 

947 
-615 

157 
$106,287 

$9,407 
9.7% 

All 
Funds 
$220,204 

11,375 
3,884 

3,516 
22 

449 
114 

-893 
-278 
-51 

-895 
-1,828 

57 
931 

-418 
-230 

-1,404 
-972 

902 
6,830 
1,400 
6,939 

-927 
-1,557 

1 
$247,172 

$26,968 
12.2% 

Table 4 shows the position changes proposed in the budget. Of the 227 
new positions proposed for 1985-86, nearly 60 percent are proposed for 
various toxic substances control activities. Of the 375.3 positions proposed 
for reduction (1) 49 percent take account of identified workload decreases 
and ad.-ninistrativeefficiencies, (2) 28 percent reflect the reduced ad
ministrative requirements that would result from the two block grant 
proposals-the County Health Services Transfer and the Family Health 
Initiative, (3) 21 percent are due to contracting proposals, and (4) 2 
percent are due to automation_ 
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Table 4 

Department of Health Services 
Proposed Position Augmentations and Reductions a 

1985-86 

Position Reductions 
Position Efficiencies Block 
Augmen- and Automation Contract Grant 

tations Workload Proposals Proposals Proposals 
Executive and administra-

tion ................................ 21.5 _BO.1b -2.0 -6.0 -4.7 
Audits and investigations -8.0 -4.0 
Licensing and certifica-

tion ................................ 25.0 -4.0 
Toxic substances control .. 89.0 -6.0 
Preventive health services 61.5 -71.0 -30.0 -99.5 
Medi-Cal .............................. 30.0 -23.0 -37.0c 

--
Totals ............................ 227.0 -186.1 -6.0 -79.0 -104.2 

Item 4260 

Totals 
Reductions 

-92.8 
-12.0 

-4.0 
-6.0 

-200.5 
-60.0 

-375.3 

• Changes shown in this table do not correspond to changes shown in Table 2 because the latter includes 
changes due to mid-year adjustments and expiration of limited-term positions. 

b Includes all reductions in the department's temporary help (29.1 positions) and administrative assistants 
(13 positions). 

c This includes a reduction of 15 positions due to automation in Medi-Cal field offices that is proposed for 
contract with Computer Sciences Corporation. 

The department's support budget incorporates the following additional 
major changes: 

• An increase of $1.3 million to implement the drug utilization review 
pilots and evaluation authorized in Ch 1622/84 (AB2655) and Ch 
1636/84 (AB 3888)_ 

• A decrease of $1.5 million in the General Fund cost of licensing long
term care facilities due to an increase in the share of federal funds 
supporting these activities. . . 

• A General Fund increase of $6.4 million for various drinking water 
programs. 

• An increase of $6.8 million to implement the Hazardous Substance 
Cleanup· Bond Act. 

Improvement Needed in Budget Schedules 
We recommend that the Legislature adopt supplemental report lan

guage requiring the department, under the direction of the Department 
of Finance, to reformat the schedules in the 1986--87 budget document. 

The budget schedules for the Department of Health Services are un
necessarily confusing and complex. For example: 

1. The schedules do not display the support expenditures of individual 
programs. 

2. Local assistance expenditures are difficult to derive for most pro
grams and impossible to derive for some. The detailed tables in the pro
gram descriptions do not tie to the budget schedules, in part because 
program definitions vary and in part because the numbers are in error. 

3. Reimbursements are not always identified in the budget schedules. 
This year, the reimbursements shown in the first table in the budget could 
not be derived from the detailed schedules. ' . 
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Bill and thus fall outside the expenditure control established by the bill. 
We therefore recommend that $31,771,000 expected as reimbursements 
supporting special projects be separately identified in Item 4260-001-001. 

Errors in Ongoing Staff Costs 
We withhold recommendation on $10,141,()()() ($4,517,()()() General 

Fund) requested in the department's support budget because the depart
ment and the Department of Finance are unable to reconcile the costs of 
baseline salaries and salary increases. 

The budget requests'$141 million for personal services to support 3,776 
personnel-years. In order to calculate personal services costs, the depart
ment (1) calculates the salary costs of ongoing staff by (a) revising the 
baseline salary costs of authorized positions to reflect reclassifications and 
other changes and (b) adding merit salary adjustments and 1984-85 salary 
increases, (2) makes adjustments proposed in budget change proposals, 
(3) subtracts salary savings, and (4) adds staff benefits. 

We identified problems involving the amount of funding needed to 
support ongoing positions and provide salary increases. For 1985-86, the 
budget proposes $109,727,000 from various funds to support authorized 
positions. Worksheets prepared by the Department of Health Services' 
budget office show that $109,186,000 is needed to fund these positions. The 
department arid the Department of Finance were unable to reconcile the 
$541,000 difference between these two amounts. There are larger differ
ences in the cost estimates for the current year. Due to these inconsisten
cies, the Legislature is unable to determine how much is needed to fund 
the department's base budget for state staff. 

We also identified major discrepancies in the amount proposed for mer
it salary adjustments and salary increases. Specifically, the budget requests 
$9,600,000 from all funds for these increases, while department worksheets 
show $11,375,000, or $1,775,000 more than the budgeted amounts. The 
department and the Department of Finance were unable to reconcile 
these discrepancies. 

We have no alternative but to withhold recommendation on $10,141,000 
($4,517,000 General Fund) requested for departmental support in 1985-
86. This amount consists of (1) the difference between the high and low 
estimates for authorized position costs, $541,000 ($241,000 General Fund) 
and (2) the budgeted amount for salary adjustments, $9,600,000 ($4,276,-
000 General Fund). We further recommend that prior to budget hearings, 
the department and the Department of Finance review and reconcile the 
cost of baseline authorized positions and salary adjustments and submit 
documentation of the revised estimates to the fiscal committees. 

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

enforces state standards to promote quality health care in approximately 
3,400 hospitals, clinics, long-term care facilities, home health agencies, and 
adult day health centers. In addition, the program performs certification 
reviews for the federal government at facilities that seek to qualify for 
Title XVIII (Medicare) or Title XIX (Medi-Cal) funding. Program activi
ties related to Medicare certifications are 100 percent federally funded. 
Activities related to Medi-Cal certifications are approximately 67 percent 
federally funded. 
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the department's contract with Los Angeles County because a portion of 
the identified workload is in Los Angeles County and (2) that the depart
ment explain during budget hearings what it is doing to address high 
vacancy rates in the Licensi.'lg and Certification Division. 

The budget requests $689,000 ($331,000 General Fund) for 17.5 new 
positions to perform licensing and certification surveys for long-term care 
facilities. Currently, the state performs abbreviated surveys (inspections) 
of certain long-term care facilities. The federal government has indicated 
that the state IDUSt discontinue abbreviated surveys, effective October 1, 
1985. The new staff would allow the department to perform full surveys 
at alllong-terID care facilities. 

Background. In 1981-82, the federal government reduced its sup
port for licensing and certification by approximately $1.3 million. The 
funding reduction led to a reduction of approximately 25 positions in 
1982-83 and 1983-84. In order to accommodate that reduction, the federal 
government authorized abbreviated surveys for long-term care facilities. 
The abbreviated surveys allowed California to adjust to reduced federal 
support for licensing and certification by reducing the amount of staff 
time required for certification of skilled nursing facilities. Under this ap
proach, a survey team could complete a survey in less than one-half the 
time required by a full survey-two to two and one-half days, compared 
to five to seven days. The federal government, however, has determined 
that the abbreviated surveys are of limited value and required the state 
to resume full surveys. 

In 1983-84, the division performed 402 abbreviated surveys. In its 1984-
85 budget, the department requested additional staff so that it could in
crease the number of full surveys and reduce the number of abbreviated 
surveys to 216. The Legislature approved the department's request. 

Budget Proposal. The federal government is requiring full phase
out of abbreviated surveys, beginning in October 1985. Accordingly, the 
department proposes additional staff to perform full surveys instead of 
abbreviated surveys in all facilities during 1985-86. The 17.5 staff and 
$689,000 .($331,000 General Fund) requested by the department would 
allow it to perform 274 additional full surveys. The department requests 
support for 274 full surveys, instead of 216, because the department now 
estimates that it will perform 274 abbreviated surveys in the current year 
rather than 216 as originally planned, due to lack of staff. 

Our analysis indicates that the department's current-year problem is 
caused by a high vacancy rate in health facility surveyor positions, not a 
lack of staff positions. In December 1984, the department had 30 vacancies 
out of 125 authorized surveyor positions. This is a vacancy rate of 24 
percent. During 1984 the vacancy rate ranged from 7.1 percent in January 
to 38 percent in August and September. Table 6 displays the number of 
vacant surveyor positions in 1984. 

Because the problem is caused by a high vacancy rate, rather than by 
a lack of staff, it cannot be solved by authorizing and funding new posi
tions. Hence, we recommend that the Legislature provide sufficient staff 
to perform an additional 216 full surveys. 

Our analysis indicates that the department needs 11 positions and $86,-
000 ($41,000 General Fund) in funds for a contract with Los Angeles 
County for full surveys. This is 6.5 positions and $161,000 ($77,000 General 
Fund) less than what the budget proposes. The budget did not propose 
any additional funds to conduct full surveys in Los Angeles, although our 
analysis indicates that the county will have to conduct approximately 48 
of the 216 additional full surveys in the budget year. 
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Table 6 

Department of Health Services 
Licensing and Certification Division 

Surveyor Vacancies 
1984 

Total 
Authorized Total 

Month Positions Vacancies 
January.................................................................................. 99.0 
February .............................................................................. 96.0 
March.................................................................................... 96.0 
April...................................................................................... 96.0 
May........................................................................................ 96.0 
June........................................................................................ 96.0 
July ........................................................................................ 125.5 
August ............................................................... ,.................. 125.5 
September ................................................ ;........................... 125.5 
October ................................................................................ 125.5 
November ............................................................................ 125.5 
December ............................................................................ 125.5 

7.0 
9.0 
9.0 
9.0 

21.0 . 
22.0 
46.5 
47.5 
47.5 
43.5 
35.5 
30.5 

Item 4260 

Percent 
of Total 
Positions 

7.1% 
9.4 
9.4 
9.4 

21.9 
22.9 
37.1 
37.8 
37.8 
34.7 
28.3 
24.3 

Accordingly, we recommend reduction of 6.5 positions, deletion of 
$161,000 ($77,000 General Fund), and redirection of $86,000 ($41,000 Gen
eral Fund) for the department's contract with Los Angeles County. We 
also recommend that the department explain during budget hearings 
what it is doing to reduce high vacancy rates in the Licensing and Certifi
cation Division. 

Medical Consultant Services 
We recommend approval. 
The department proposes $127,000 ($61,000 General Fund) in contract 

funds for medical consultant services. These funds would be used to aug
ment the department's medical consultant staff. 

The department indicates that it needs medical consultant services to 
augment its current staff of three positions because (1) the department 
is unable to respond to complaints within the 10 days required by statute, 
(2) there is additional workload due to an increased number of ambula
tory surgical centers and dialysis centers, which must be surveyed by a 
physician, and (3) there is additional need for consultant services due to 
increased enforcement activities. The proposal includes sufficient funds to 
contract for an equivalent of 1.4 positions. 

The department proposes obtaining these services through contracts 
because it (1) has had difficulty keeping the medical consultant positions 
filled in the past and (2) can contract with physicians near district offices 
on an as-needed basis. The proposal appears reasonable, and consequently 
we recommend that it be approved. 

Position Reductions 
We recommend approval. 
The budget proposes to eliminate four positions for a savings of $125,000 

($65,000 General Fund) , due to reduction of workload and better utiliza-
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2. Community health services ................ All $102,935 $118,390 $141,066 $22,676 19.2% 
A. Family planning .............................. General $28,103 $28,982 $15,071 -$13,911 -48.0% $15,071 
B. Maternal and child health (MCH) General $3,158 $3,309 $1,722 -$1,587 -48.0% $2,844 

Federal 12,136 16,954 8,477 -8,477 -501\705 
Existing MCH programs ................ General 3,158 3,309 1,722 -1,587 -48.0 1,719 

Federal 12,136 16,954 8,477 -8,477 -50.0 8,477 
Perinatal improvement augmen· 

tation .......................................... Federal 5,400 
Adolescent pregnancy augmenta· 

tion .............................................. General 1,125 
Federal 3,828 

C. Primary care clinics ........................ General $504 $973 $506 -$487 -48.0% $505 
D. Genetic disease ................................ General $1,570 $1,614 $1,679 $65 4.0% 

Sickle cell .......................................... General 503 518 539 21 4.1 
Prenatal counseling ........................ General 611 629 654 25 4.0 
Tay·Sachs .......................................... General 456 467 486 19 4.1 

E. California children's services 
Genetically handicapped persons 

program ...................................... All $5,152 $5,940 $6,195 $255 4.3% 
General 5,082 5,870 6,125 255 , 

4.3 
Repay· 70 70 70 
ments 

California children's services ........ All $45,041 $50,167 $56,470 $6,303 12.6% 
General 38,007 44,713 51,016 6,303 14.1 
Federal 6,445 4,704 4,704 
Repay· 589 750 750 
ments 

F. Adult day health care .................... General $249 
G. Child health and disability pre· 

vention .............................................. General $7,022 $10,451 $5,684 -$4,767 -45.6% $5,582 
H. Family health initiative (FHI) 

program ............................................ All 45,262 45,262 
General 26,914 26,914 
Federal 18,348 18,348 

3. Rural health ............................................ General $7,595 $8,536 $10,396 $1,860 21.8 
A. Rural health ...................................... General 3,584 3,713 3,862 149 4.0 
B. Primary care clinics ........................ General 224 431 448 17 3.9 
C. Indian health .................................... General 2,818 2,881 2,996 115 4.0 
D. Farmworker health ........................ General 969 1,511 3,090 1,579 104.5 

4. Health protection .................................. General $5,139 . $5,386 $4,532 -$854 -15.9% 
A. Preventive health care for the 

aging .................................................. General 1,180 1,252 651 -601 -48.0 651 
B. Lupus erythematosus research .... General 684 742 772 30 4.0 
C. Dental disease prevention ............ General 1,498 1,545 804 -741 -48.0 803 
D. Immunization assistance ................ General 1,370 1,412 1,853 441 31.2 416 
E. Tuberculosis controL ..................... General 407 435 452 17 3.9 --- -- ----- -- ----

Totals ...................................................... All $960,878 $1,030,948 $1,077,178 $46,230 4.5% 
Funding sources: 
General Fund .............................................. $939,044 $987,862 $1,044,244 $56,382 5.7% 
Federal funds .............................................. 18,975 22,124 32,114 9,990 45.2 
Family repayments .................................... 659 820 820 
County Health Services Fund ................ 2,2fXJ 2,200 -2,200 .,.100.0 
Local Health Capital Expenditure Ac-

count ...................................................... 17,942 -17,942 -100.0 
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Table 10 
Department of Health Services 

Preventive Health Services Support 
BudgetChanges 

(dollars in thousands) 

Office of County Health Services 
1. County health transfer ................................................... . 

Community health services 
1. Family health initiative ................................................. . 
2. Family health administration ....................................... . 
3. Contract for child health and disability prevention 

claiming , ............................................................................ . 
4. Transfer of Office of Long-Term Care and Aging to 

Department of Aging ..................................................... . 
5. Newborn screening ... _ ..................................................... . 
6. Maternal PKU program ................................................. . 
7. Adolescent pregnancy ................................................... . 
8. Reorganization ................................................................. . 

Rural health 
1. County cash-out ............................................................... . 
2. Reorganization ......... _ ...... ; ................................................ . 

Environmental health 
1. Drinking water ............................................................... . 
2. Regulation of radioactive materials and machines .. 
1 Toxic art supply regulations ......................................... . 
4. Mosquito control ........................................................... '" 
5. Program efficiencies ..................................................... ... 

Health protection 
1. Drinking water ............................................................... . 
2. Hazardous materials laboratory and bond act im-

plementation ........... __ ........................................................ . 
3. AIDS ................................................................................... . 
4. Alzheimer's disease ......................................................... . 
5. Toxic air contaminants ................................................... . 
6. Family health initiative ................................................. . 
7. Pesticides ........................................................................... . 
8. Risk assessment and technical support for toxics ... . 
9. Reorganization ............................................................... '" 

10. Program efficiencies ....................................................... . 

SubtOlals ........................................................................... . 
Temporary help reduction ................................................. . 
Administrative assistants reduction ................................... . 

Total budget change proposals ................................... . 
Other adjustments 

1. County Medical Services Program transfer from lo-
cal assistance ..................................................................... . 

2. Environmental tOxicology funding shift ................... . 
Back-out proposals implemented in the current year " 

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

Positions· 

-19.5 . 

-69.0 
(47.5) 

-30.0 

-13.0 
3.0 

2.0 
-3.0 

-11.0 
-9.0 

9.0 
3.0 

-10.0 

4.5 

16.0 
7.0 
1.0 
3.0 

-11.0 
6.0 
7.0 

-3.0 
-22.0 

-139.0 
-10.0 
-8.0 

-157.0 

13.0 

144.0 

General 
Fund 

-$440 

-766 
(656) 

-146 

-315 

90 
-83 

-422 
-459 

3,063 
489 
141 
65 

-334 

3,370 

1,034 
1,000 

444 
-233 

369 

-100 
-454 

$6,313 
-195 
-235 

$5,883 

947 
-615 

315 

$6,530 

Item 4260 

All Funds 

-$466 

-1,410 
(1208) 

-442 

-630 
80 
63 
90 

-lll 

-422 
-459 

3,063 
489 
141 
65 

-452 

3,370 

2,206 
1,034 
1,000 

444 
-233 

369 
365 

-100 
-688 

$7,366 
-251 
-285 

$6,830 

630 

$7,460 

3. Inflation adjustments for hospital inpatient and therapy expenditures 
were included in calculations of the "base budget" amounts for both 
California Children's Services (CCS) and the Genetically Handicapped 
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Persons' program (GHPP). Therefore, these services should not be in
cluded when calculating the COLA for CCS and GHPP. The 4 percent 
COLA, however, was calculated on the total base budget, resulting in 
overbudgeting of $379,000 for CCS and $36,000 for GHPP. These funds 
should be deleted, for a savings of $410,000. .' 

4. The state subvention for local public health assistance includes a 4 
percent COLA amounting to $30,000. Section 1141 of the Health and 
Safety Code specifies that the counties' shall receive $;60 per capita, or 
$16,000, whichever is less. A COLA historically has not been appropriated 
for this program, and this one should be deleted, for a reduction of $30,000. 

5. The department correctly deducted Medi-Cal funding for Child 
Health and Disability Prevention (CHDP) program services before cal
culating the COLA on the CHDP funds transferred to the Family Health 
Initiative program in the latter half of 1985-86 ($5,368,000). The depart
ment apparently failed to deduct Medi-Cal funding before calculating the 
COLA on CHDP funds for the first half of 1985-86. The difference that 
should be deleted from the CHDP COLA amount totals $115,000. 

We therefore recommend a reduction of $7,225,000 from the General 
Fund to correct for overbudgeting. 

Reorganization 
The budget proposes eliminating 15 positions due to a reorganization. 

The position reductions include 9 in the Rural Health Division, 3 in the 
Health Protection Division, and 3 in the Community Health Services 
Division. 

Although several budget documents refer to this reorganization, the 
rlepartment has not completed its reorganization plan. It appears that 
three programs-rural health services, community health services, and 
county health services-will be consolidated into one division and that the 
current Health Protection Division will be split into three units-a labora
tory services division,. a preventive medical services division, and an office 
of epidemiology and toxicology. 

The basic outlines of the reorganization and the associated position 
changes appear reasonable. We may have additional comments on this 
proposal during budget hearings if the department has completed its 
reorganization plan by that time. 

Program Efficiencies 
We recommend approval. . 
The budget proposes to eliminate 32 positions as a result of "program 

efficiencies." Five positions would be eliminated from the cannery inspec
tion program as a result of workload reductions. The remaining positions, 
proposed for elimination are distributed throughout the Environmental 
Health Division (5 positions) and the Health Protection Division (22 posi
tions) . 

The department indicates that the impact of the reductions will be to 
(1) increase supervisory span of control, (2) require additional sharing of 
work, and (3) reduce the number of laboratory inspections. The depart
ment states that the reductions will have minimal program impact. 

In our review of the individual position reductions, we were unable to 
identify any significant adverse effects from these reductions. Conse
quently, we recommend that they be approved. 
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Poor Response to Legislative Reporting Requirements 

We recommend that prior to budget hearings, the Department of 
Health Services explain to the Legislature why 16 reports required by 
statute and the Supplemental Reports to the 1983 and 1984 Budget Acts 
were late or are overdue. . . 

The Legislature, through statutes and the Supplemental Reports of the 
1983 and 1984 Budget Acts, directed the department to submit 17 reports 
related to preventive health services. As Table 11 shows, at the time this 
analysis was prepared, 13 reports were overdue. Three reports had been 
submitted, but they were received more than three months after the due 
date. The remaining report is an annual report that was last submitted in 
November 1984. 

Table 11 

Department of Health Services 
Preventive Health Services 

Legislative Reporting Requirements 

Division Due Date 
A. Statutory requirements 

1. Small water system monitoring .... Environmental Health 1/1/&5 
2. Five-year plan for Epidemiologi· 

cal Studies Section .......................... Health Protection 12/31/84 
3. Beilenson provision reports on 

service reductions ............................ County Health Annually starting 
1981 

4. County health servicesadminis· 
trative cost control plan and re-
ports .................................................... County Health Annually starting 

in 1983 
5. County health services report.. .... County Health Annually starting 

in 1982 
6. Trends and services report.. .......... County Health Annually starting in 

1982 
B. The 1983 Budget Act Supplemental 

Report 
1. Feasibility study for a California 

Center for Disease Control .......... Health Protection 2/1/84 
C. The 1984 Budget Act Supplemental 

Report 
1. Public health fee preliminary re-

port ...................................................... Administration 9/1/84 
2. Public health fee final report ...... Administration 12/1/84 
3. Neural tube defects quarterly re-

port.. .................................................... Conununity Health 9/30/84 
Services 12/30/84 

4. Work plan for toxic air contami-
nant program .................. : ................. Health Protection 11/1/84 

5. California Children's Services 
(CCS) inpatient utilization re-
view .................................................... Conununity Health 10/1/84 

Services 
6. Plan for monitoring processed 

food contamination ........................ Environmental Health 12/1/84 
7. Feasibility study for statewide 

cancer registry .................................. Health Protection 12/1/84 
8. Pipe permeability progress report Environmental Health 12/1/84 
9. Local health capital expenditures 

progress report ................................ County Health 1/1/&5 

Date 
Received 

Past due 

Past due 

Past due (last report 
January 1983) 

Past due (no reports 
submitted) 
Last report Novem-
ber 1984 
Past due (last report 
August 1983) 

Past due 

12/12/84 
Past due 

1/7/&5 
Past due 

Past due 

2/4/&5 

Past due 

Past due 
Past due 

Past due 
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Table 14 

Department of Health Services 
Maternal and Child Health Programs 

Family Health Initiative (FHI) 
and Categorical Programs 

1984-85 through 1986-87 
(dollars in thousands) 

Proposed 
Estimated . Augmentations 

Fund 1984-85 and COLAs" 
Perinatal dispatch ................ General $224 $8 

Federal 56 
Perinatal access .................... General 811 32 

Federal 327 450 
Perinatal councils ................ Federal 50 
High risk infant follow·up .. General 779 32 

Federal 642 750 
New technologies ................ Federal 1,596 
Diabetic mothers .................. Federal 400 
Prematurity prevention ...... Federal 400 
Outreach and training ........ Federal 346 50 
Data systems .......................... Federal 756 
Adolescent pregnancy ........ General 1,125 

Federal 1,400 3,828 
County / community pro-

grams .............................. Federal 1,200 
County allocations ................ Federal 1,100 
Audit withhold ...................... Federal 181 100 
Perinatal services .................. General 1,495 60 

Federal 10,550 2,000 

Totals .................................................... $20,263 $10,485 
Funding sources: 
General Fund ............................................ $3,309 $1,257 
Federal funds .............................................. $16,954 $9,228 

Proposed 
1985-86 

$232 
56 

843 
777 
50 

·811 
1,392 
1,596 

400 
400 
396 
756 

1,125 
5,228 

1,200 
1,100 

281 
1,555 

12,550 

$30,748 

$4,566 
$26,182 

Amount Proposed 
for Transfer to 

Counties Under FHI 
1985-86 1986-87 

Half.Year Full Year 

700 1,400 

600 1,200 
550 1,100 

777 1,555 
6,275 12,550 

$8,902 $17,805 

$777 $1,555 
$8,125 $16,250 

a Includes perinatal improvement ($5.4 million), adolescent pregnancy ($4,953,000) and General Fund 
cost-of-living adjustments ($132,000). 

Child Health and Disability Prevention (CHDP). The CHDP pro
gram funds comprehensive health assessments for the early detection and 
prevention of disease and disabilities in children, The target population for 
services is (1) Medi-Cal eligible children up to age 21 and (2) low-birth
weight infants and children entering school whose family incomes fall 
below 200 percent to the Aid to Families with Dependent Children in
come standard. Health assessments for Medi-Cal eligible children are 
mandated under the federal Early Periodic Screening, Diagnosis, and 
Treatment (EPSDT) program. 

While the budget proposes to transfer the administration of the CHDP 
program to the counties, funding for direct services will be retained at the 
state level. This will enable the counties to avoid having to develop billing 
and reimbursement systems for local CHDP providers that would require 
a major increase in county administrative costs. Instead, _providers of 
CHDP federal- and state-reimbursable health screenings will continue to 
bill the state directly, and the state will remain at risk for service expendi
tures that exceed budgeted levels. 
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In addition, the budget proposes to retain at the state level the functions 
associated with the EPSDT program. - . 

Dental Disease Prevention.' The dental health program promotes 
dental disease prevention programs, provides consUltation on dental dis
ease, and administers the school-based Dental Disease Prevention pro-
gram established by Ch. 1134/79 (SB 111). ' 

Immunization Assistance. The immunization unit oversees the dis
tribution to local health departments of vaccilles and local assistance for 
immunization of children and senior citizens. State staff assist counties in 
reviewing children's school immunization records, train county personnel 
in vaccine-preventable diseases and control techniques, and respond to 
disease outbreak sitUations. The budget proposes continl,ling amajority of 
the local assistance funding as a categorical program in the Health Protec-
tion Division. . -

Preventive Health Care for the Aging. The Preventive Health Care 
for the Aging program funds city and county health departments to pro
vide public health nurses for health appraisals,. counseling, referrals and 
follow-up, and other preventive health services to older adults in senior 
citizen centers, housing projects, congregate meal sites, and community 
clinics. 

Family Planning. The Office of Family Planning funds contracep
tive, sterilization, information, and education services to a target popula
tion of low-income persons whose incomes are higher than the Medi-Cal 
eligibility llinit. 

The budget proposes continued state administration for information 
and education programs having statewide significance. 

Primary Care Clinics. This program funds operating expenses of 
primary care clinics. This program would continue to be entirely- state
administered. 

Proposol for Transferring Funds to Counties 
Under the FHI, responsibility for provision of services, as well as the 

funds associated with current categorical programs and $1,685,000 in state 
administrative cost savings, would be transferred to the counties. Counties 
would have significant flexibility in designing their own programs. Signifi
cant aspects of the transfer are discussed below: 

To receive FHI funds, counties would be required to submit an applica
tion that includes (1) a description of the populations and localities to he 
served, (2) a statement of goals and objectives for meeting identified 
needs, (3) information on the services the county would provide, includ
ing a description of who will provide the services, (4) an assurance that 
funds will be used to meet stated goals and needs and that the county will 
meet all funding conditions, and (5) a proposed budget that would specify 
local health department staffing and subcontracts, by agency and amount. 
Existing plan requirements would be eliminated. 

While counties would have significant flexibility in administering their 
programs, they would be required to maintain the level of funding for 
current providers (i.e., clinics and other agem;:ies) within eaqh of the 
current categorical programs for two years, except that they would be able 
to use monies currently allocated for family planning information and 
educati<;>n projects for administration of the transfer. After this two-year 
period, counties could adjust both their own funding and the funding of 
rion-county providers in order to best. meet individual local needs. They 
would still be required, however, to spend the funds for purposes within 
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grams would be vested with that level of government most familiar 
with, and most responsive to, local needs. 

• Responsibility for administering local health programs and selecting 
local providers would be assigned to that level of government best 
able to oversee program operations. 

• Administration of health programs at the local level could be central
ized and streamlined, because counties would not need to comply 
with state program regulations and separate reporting and auditing 
requirements that apply to individual programs. 

• The ·state would experience savings because there would not be the 
need for as many state staff to administer local programs. The funds 
for this staff would be allocated to counties, makirig it available for 
additional services. 

We cannot, however, recommend approval of the FHI at this time for 
two reasons: (1) at the time this analysis was prepared, the proposed 
legislation that would implement the program was not available and (2) 
the Legislature needs additional information in order to evaluate the 
proposal. 

Additional Information Needs. Generally, the department's FHI 
proposal is complete. It addresses most of the problems that we. have 
identified in previous block grant proposals. Nevertheless, the proposal 
needs further clarification and would create some problems that need to 
be addressed. In order to facilitate legislative review of the FHI, we rec
ommend that prior to budget hearings, the department submit to the 
fiscal committees additional information that addresses the following is
sues: 

1. Restrictions on Use of Funds.· The following aspects of the pro
posal need clarification: 

• Five counties that currently receive no categorical funding would not 
be required to establish FHI programs. Would other counties be re
quired to accept and administer FHI funds? 

• The proposal calls for the state to administer part of a county's alloca
tion if the county eliminates funding for a transferred program. How 
would the amount to be withheld from the county's allocation be 
determined? 

2. Funding Allocations. The following aspects of the proposal need 
clarification: 

• How would the state handle FHI payments to counties-on a cost
reimbursement basis or using prospective payments? The approach 
taken would affect General Fund interest earnings. 

• How, exactly, would "need" be determined for purposes of distribut
ing the $1.7 million available as a result of state staffing reductions? 

• A portion of the $5.4 million augmentation for perinatal improvement 
would be distributed to counties. How exactly would these funds be 
allocated? 

We identified two problems with the department's proposal: 
• Our analysis indicates that $331,000 of the state support savings identi

fied for transfer to counties is federal Medi-Cal money that cannot be 
transferred as a part of a block grant. 

• The remaining $1,354,000 in state support funds proposed for transfer 
to counties may not cover the costs of county administration, particu-





702 / HEALTH AND WELFARE Item 4260 

DEPARTMENT OF HEALTH SERVICES-Continued 

We withhold recommendation on the proposal, pending review of infor
mation clarifying the proposal. 

Perinatal Improvement Program 
We recommend approval. 
The budget proposes $5.4 million from the federal MCH block grant to 

improve and augment services for pregnant 'Yomen and infants. The 
budget proposes to continue a $4.6 million augmentation provided during 
the current year. The budget-year augmentation would be used for: 

1. Regional Perinatal Systems ($500,000). Chapters 331 and 1141, 
Statutes of 1979 (SB 776 and SB 775), encouraged the development of 
regional perinatal access systems. Perinatal access systems are regional 
organizations of perinatal service providers and related service agencies 
that are responsible for defining the roles of various types of providers, 
including the region's tertiary care center, in order to ensure that patients 
have access to the appropriate level of services. Regional councils provide 
a forum through which perinatal care providers discuss resource availabili
ty and practice standards. The funds would be used to increase the num
ber of regional systems from five to eight. 

2. High-Risk Infant Follow-Up ($750,000). This program provides 
home support for up to two years to infants at high risk of developmental 
disability. 

3. Diabetes in Pregnancy Program ($400,000). This project offers 
(a) education and health services to diabetic women and (b) education 
to perinatal providers on standards of care for pregnant women with 
diabetes. 

4. Prematurity Prevention Projects ($400,000). These projects at
tempt to reduce the high costs of tertiary care by preventing premature 
delivery. . 

The department currently funds two local prematurity prevention pro
grams. The budget proposes to establish two prematurity prevention cen
ters and eight additional local programs. 

5. Outreach and Education ($50,000). The department proposes to 
support, in conjunction with the March of Dimes, outreach and education 
directed toward specific high-risk populations. 

6. County/Community Perinatal Programs ($1,200,000). The de
partment proposes to provide additional funds to county health depart
ments for monitoring comprehensive perinatal services projects 
transferred to county health departments under the FHI, coordinating 
local perinatal resources, and overseeing the development and evaluation 
of providers participating in the Medi-Cal perinatal services program to 
be expanded under Ch 1404/84. Funding for these programs would be 
partof the FHI beginning January 1, 1986. . 

7. Audit Withhold ($100,000). State law requires that 1 percent of 
all federal block funds be set aside to be used for the audit of funded 
programs. 

8. Perinatal Services ($2,()()(),OOO). Participating agencies provide 
prenatal care, nutrition and health education, psychosocial assessments, 
and counseling to low-income women. Funding for these programs would 
be transferred to counties under the FHI, beginning in January 1986. 

The most recent federal continuing resolution containing funds for the 
federal maternal and child health block grant included language urging 
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Fund support. We therefore recommend that the $3,828,000 in federal 
MCH block IDonies be approved. This amount would fund approximately 
six of the eight programs currently proposed, as well as the implementa
tion of a data base that will measure the effectiveness of all AP programs. 
We recommend the deletion of $1,215,000 in General Fund support of 
these programs until such time as the department can better measure 
their effectiveness and replicability. The requested two new positions 
should be funded from the proposed federal funds. 

Federal Maternal and Child Health Block Grant 
The budget proposes expenditures of $32,680,000 from the federal Ma

ternal and Child Health (MCH) block grant in 1985-86. Of this amount, 
$4,704,000 is budgeted for California Children's Services (CCS). The re
mainder will be spent on state MCH programs and the Family Health 
Initiative (FHI) program. 

Table 15 displays estimated current-year and proposed budget-year ap
propriations from MCH block grant funds. The changes shown in the table 
result from (1) including funds for MCH programs in the FHI program 
during the second half of 1985-86 and (2) augmentations for perinatal 
services ($5.4 million) and adolescent pregnancy ($3.8million), which are 
budgeted in the FHI. 

Table 15 

Department of Health Services 
Federal Maternal and Child Health (MCH) Block Grant 

Allocation of Funds 
1984-85 and 1985-86 

(dollars in thousands) 

Change 
Estimated Proposed 1985-86 over 1984-85 

1984-85 1985-86 Amount Percent 
Funds available 

Carry·over from prior fiscal 
year ...................................... $11,481 $10,532 ' -$949 -8.3% 

Block grant award .................... 22,447 a 23,415" 968 4.3 
Total available ........................ $33,928 $33,947 $19 0.1% 

Expenditures 
Support ........................................ $1,738 $1,483 -$255 -14.7% 
Local assistance .......................... 

MCH programs ...................... 16,954 8,477 -8,477 -50.0 
Fainily health initiative 

program .......................... 18,016 18,016 NA 
California children's 

services ............................ 4,704 4,704 

Total expenditures ................ $23,396 $32,680 $9,284 39.7% 
Carry·over to next fiscal year .... 10,532 1,267 -9,265 -88.0 

a Based on one quarter of the prior year grant award and three quarters of the current·year grant award. 

The table also shows that the amount of carry-over funds available in 
1986-87-$1,267,OOO-will be significantly less than the $10-11 million of 
carry-over funds available in both the current and budget years. Unless 
additional carry-over funds become available or block grant funding is 
increased, there will be a shortfall of approximately $8 million in the 
amount needed to maintain the existing level of expenditures during 
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1986-87. Under these circumstances, the Legislature would be required to 
make the choice between reducing programs receiving block grant funds 
or providing General Fund support. 

Other Community Health Issues 
Genetic Disease 

The Genetic Disease Section administers programs that are designed to 
reduce or prevent genetic disease through early detection, consultation 
with professionals, and counseling. 

The budget proposes department support expenditures of $12,544,000 
for the Genetic Disease program in 1985-86, which is an increase of $5,000 
over estimated current-year expenditures. Local assistance is proposed at 
$1,679,000, an increase of $65,000, or 4 percent, above current-year estimat
ed expenditures. 

We recommend approval of the following proposals, which are not 
discussed elsewhere in this analysis: 

• $80,000 to permanently establish two positions (an accounting clerk 
and a data processing technician) and continue for another year one 
position (accounting clerk) to eliminate a revenue collection backlog 
and resolve billing disputes. 

• $63,000 for a contract to identify and counsel women of childbearing 
age that were diagnosed with phenylketonuria (PKU). These women 
have a high risk of having a child with severe mental and physical 
handicaps, unless they are placed on a low phenylalanine diet before 
or during the early stages of pregnancy. 

Neural Tube Defects Program 
Background. In response to interest from professional and lay 

groups, the Legislature authorized the department to develop regulations 
for a demonstration program providing prenatal screening for neural tube 
defects. Neural tube defects are birth defects that cause damage to the 
brain or spinal cord. The most common neural tube defect is spina bifida 
(open spine) . The demonstration program is designed to ensure the qual
ity of laboratory testing, accuracy with which results are interpreted, 
timeliness, and availability of all necessary counseling and diagnostic serv
ices. 

The 1982 Budget Act included funds to support six positions for the 
purpose of developing regulations for the Neural Tube Defects program. 
Due to the Governor's hiring freeze, only one of the six positions was filled, 
and no regulations for the program were developed. The 1983 Budget Act 
again provided funds for the program and permanently established the six 
positions. In Ch 323 / 83, the trailer bill to the 1983 Budget Act, the Legisla
ture mandated that the department promulgate regulations for the pro
gram by June 30, 1984. As of February 2, 1985, the regulations had not been 
promulgated. The demonstration project cannot begin until the regula
tions are completed. 

The 1984 Budget Act included funds for 24.5 positions for this program, 
to be phased in throughout the current year. Of the 24.5 positions, 14.5 
were scheduled to be filled by January 1, 1985. At the time this analysis was 
prepared, 4 of 14.5 positions scheduled to be filled were vacant. 

Budget Proposal. The budget does not propose funds for full im
plementation of the program. Instead, it provides only for development 
and start-up costs. 
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Lacking estimates of the costs and savings attributable to this project, 
we withhold recommendation on the proposal. A thorough analysis of the 
proposal by the Legislature will be possible only after the department has 
provided information on: (1) the development costs, (2) operating costs 
for the budget year and subsequent years, and (3) actual savings in state 
costs due to the transfer of the claims processing function. We recommend 
that the department submit this information to the fiscal committees prior 
to budget hearings. We further recommend that the Department of Fi
nance verify that the proposal conforms tp the provisions of Section 19130 
of the Government Code concerning personal services contracts. 

California Children's Services 
We withhold recommendation on the proposed budget for California 

Children's Services (CCS), pending review of the revised estimate avail
able in May. 

The budget proposes $56,470,000 from all funds for CCS local assistance 
in 1985-86, which is approximately $7,591,000, or 16 percent, higher than 
estimated current-year expenditures of $48,873,000. 

The amount shown in the budget for CCS in the current year is the 
amount appropriated in the 1984 Budget Act, not the estimated expendi
tures. The deparbnent estimates it will have a current-year surplus of 
$1,294,000 (all General Fund). This reduction in current-year expendi
tures results from a projected decrease in utilization within Los Angeles 
County. 

The proposed increase in local assistance funding for 1985-86 consists of: 
• $4,487,000 to provide a 7.3 percent adjustment in funding for treat

ment services, resulting from inflation and increased utilization of 
services. 

• $1,142,000 to provide for the combined impact of new legislation au
thorizing bone marrow transplants and in-home care. 

• $1,962,000 to provide a cost-of-living adjustment of 4 percent. 
Our analysis indicates that the estimates of utilization and costs may 

change. We therefore withhold recommendation on the proposed CCS 
budget, pending review of the revised estimates in May 1985. 

Reports on ces Utilization Review, Family Repayment, and Hospital 
Contracting 

We recommend that the California Medical Assistance Commission pro
vide the fiscal committees, prior to budget hearings, with an estimate of 
the costs involved in revising current California Children's Services (CCS) 
data as necessary. 

1. Utilization Review. The Supplemental Report of the 1984 Budget 
Act required the department to report to the Legislature by October 1, 
1984, on alternatives for increasing hospital inpatient utilization review for 
all CCS case-managed clients. We received the department's report on 
utilization review in early February 1985, and did not have sufficient time 
to review it prior to completing this analysis. . . 

2. Repayment. The Supplemental Report of the 1983 Budget Act 
required the department to report by August 1, 1983, on alternatives for 
a new family repayment system for CCS and the Genetically Handicapped 
Persons' program (GHPP). The department's report, submitted in April 




































































































































































