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STATE COUNCIL ON DEVELOPMENTAL DISABILITIES AND
AREA BOARDS ON DEVELOPMENTAL DISABILITIES

Item 4100 from the Federal
Trust Fund and Item 4110 .

from reimbursements . Budget p. HW 1
Requested 1991-92..........ccccoinenceenresiisissianisenesivnescseersestanssnnans $5,052,000
Estimated 1990-91 ........coovnniirnrenennrene reeeeeerenassaserasaeessreesesaasnasaen 5,602,000
Actual 1989-90 .........ceevrerernrrnrernnressesssssssnssssusesrssssssssssisssssarensanes 4,954,000

Requested decrease $550,000 (—9.8 percent)

Total recommended reduction........cccivvnmnrnenireersrersenrnesennns None

1991-92 FUNDING BY ITEM AND;SOURCE

Item—Description Fund Amount
4100-001-890—State Council on Developmental ~ Federal $5,052,000
Disabilities
4110-001-001-—Area Boards on Developmental Reimbursements (2,805,000)
Disabilities » ‘
Total . $5,052,000
Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS .. page

1. Budget Revision. Recommend that the state council submit, 478
prior to budget hearings, a revised budget reflecting the
continuance of the current-year increase in the federal
grant

GENERAL PROGRAM STATEMENT

The State Council on Developmental Disabilities operates pursuant to
the Lanterman Developmental Disabilities Act (as amended by
Ch 1365/76, AB 3801, Egeland) and related federal law. The council is
responsible for planning, coordinating, monitoring, and evaluating the
service delivery system for persons with developmental disabilities. .

There are 13 Area Boards on Developmental Disabilities that operate
pursuant to Ch 1367/76 (AB 3803, Hart). Aréa boards are regional
agencies responsible for protecting and advocating for the rights of
persons with developmental disabilities, promoting the development of
needed services, assisting the state council in planning activities, and
conducting public mformatlon programs.

The state council and the area boards have 53.8 personnel-years in the
current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $5.1 million from federal
funds for the support of the state council and area boards in 1991-92. This
is a decrease of $550,000, or 9.8 percent below estimated current-year
expenditures.

This reduction is somewhat misleading. Dunng the current year, the
state council (1) carried forward for one-time expenditure unspent grant
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STATE COUNCIL ON DEVELOPMENTAL DISABILITIES AND AREA BOARDS
ON DEVELOPMENTAL DISABILITIES—Continued

funds from prior years and (2) received a federal grant increase. The
proposed budget for 1991-92 (1) reflects the expenditure of the one-time
carry-over funds during 1990-91 and (2) does not recognize the contin-
uance of the council’s higher federal grant.

- The budget proposes a total of 53.6 personnel-years for these programs
in 1991-92. Table 1 displays how federal funds are allocated to the state
council, program development, and area boards in the past, current and
budget years. e

Table 1
State Council and Area Boards
Budget Summary — Federal Funds
1989-90 through 1991-92
{dollars in thousands)

Personnel-Years Expenditures
Actual  Est ~ Prop. Actual Est  Prop.  Percent Change
Program 1989-90 1990-91 1991-92 1989-90 1990-91 1991-92  From 1990-91
State council .................... 12.6 129 - 127 “$902  $1,106  $1,065 -37%
Program development.......... — — — 1,700 1917 1,182 —-383
Areaboards..................... 39.1 409 409 2352 2579 2805 8.8
Totals......cocovevnininnnnis 517 538 536 $4954 $5,602 " $5,052 —9.8%

ANALYSIS AND RECOMMENDATIONS -

Budget Fails to Reflect Federal Grant Increase

We recommend that the state council submzt, prior to budget
hearings, an updated budget reflecting the continuance of a current—
year federal grant increase.

State Council. The budget proposes an appropriation of $1.1 million for
the council in 1991-92, a decrease of $41,000, or 3.7 percent, from
estimated current-year expenditures. This decrease reflects the net effect
of (1) the elimination of one-time contracts authorized in the current
year, (2) two proposed augmentations to replace obsolete photocopy and
computer equipment, and (3) other technical adjustments.

Area Boards. The budget proposes an appropriation of $2.8 million for
the area boards, an increase of $226,000, or 8.8 percent, over' estimated
current- year expenditures. The increase is due primarily to (1) increased
staff salary and benefit costs of $145,000 and (2) proposed augmentations
of (a) $75,000 to replace existing word processors with a fully automated
information system and (b) $5,000 to relocate Area Board VI from
Modesto to Manteca.

Program Development. The remaining funds available from the
federal grant are scheduled for program development activities. Because
the budget-year proposal does not include the (1) one-time carry-over of
pnor-year funds and (2) continuance of the current-year federal grant
increase, the total amount available for program development is bud—
geted to decrease by $735,000, or 38 percent.

However, the council estimates that it will most likely receive the same
federal grant-amount that it has received in the current year; thus, it will
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have approximately $300,000 in additional funds available for expenditure
on program development during 1991-92. The budget fails to reflect this
increased expenditure level. Accordingly, we recommend that the state
council submit, prior to budget hearings, an updated budget reflecting
the continuance of the current-year federal grant increase.

EMERGENCY MEDICAL SERVICES AUTHORITY
Item 4120 from the General ‘

. Fund. and various other funds : Budget p. HW 4

Requested 1991-92......... e erterrereeeriabeesesaenerererb et aosaneereesaterrete $6,553,000

Estimated 1990-91 ....c.coriireereieineeisenesnenes etrieneneeieeeens 6,596,000

ACEUAL 1989-90 .....ooieveeeeesoieveseesesesereesssesssseseesseesesseresessesssseieee 6,429,000
Requested decrease $43, 000 (—0.7 percent)

Total recommended reduction.........ccoiivemeeneriniinennns e eeeereseons None

1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
4120-001-001—Department support General $1,302,000
4120-001-312—Department support Emergency Medical Services 235,000
Personnel

4120-001-890—Department support Federal oo o S 2715000
4120-101-001—Local assistance General 2,935,000
4120-101-890—Local assistance Federal 1,471,000
Reimbursements - - — : ! 335,000

Total - ) . : a : $6,553,000

. L : Analysis

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Proposed $149,000 Reduction. Recommend that the author- 480
ity report at budget hearings on the fiscal and programmatic
impact of a proposed General Fund budget reduction, of
$149,000, 1nclud1ng the potential loss of up to an additional
$122,000 in local matching funds for poison control centers
and emergency medical services agency grants.

GENERAL PROGRAM STATEMENT

The Emergency Medical Services Authority is responsible for review-
ing local emergency medical services (EMS) programs and for establish-
ing statewide standards for training, certification, and supervision of
paramedics and other emergency personnel.

The authority -is also responsible for (1) planning and managing
medical responses to disasters, (2) administering contracts that provide
General Fund support for the operating costs of certain rural EMS
agencies, (3) administering the portion of the federal preventive health
services block grant allocated for the development of regional EMS
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EMERGENCY MEDICAL SERVICES AUTHORITY—Continved
systems, (4) developing regulations and reviewing local plans to imple-
ment trauma care systems, and (5) designating and monitoring regional
poison control centers.

The authority has 27.4 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS

The budget proposes $6.6 million for support of the authority’s
programs in 1991-92. This is a decrease of $43,000, or 0.7 percent, below
estimated current-year expenditures. The decrease is due primarily to
the net effect of:

o A proposal for $67,000 related to an increase in a federal Office of
Traffic Safety grant to establish a statewide EMS data network. (The
total amount of the grant in 1991-92 is $335,000.)

o A proposal for $60,000 related to the maintenance of the paramedic
testing and registry program funded by the Emergency Medical
Services Personnel Fund.

¢ A reduction of $149,000 for the budget year, which is dlscussed below.

¢ A reduction of $74,000 in reimbursements from two federal Office of
Traffic Safety grants to implement statewide testing for paramedics.

o A net increase of $53,000 for various personnel and other costs.

The budget proposes to staff the authority at 28.7 personnel-years in
1991-92.

Proposed $149,000 Reduction May Result in Total Program Cuts of up to
$271,000

We recommend that the authority report at budget hearmgs on the
fiscal and programmatic impact of a proposed General Fund budget
reduction of $149,000, including the potential loss of up to an addi-
tional $122,000 in local matching funds for poison control centers and
EMS agency grants.

The Governor’s Budget includes a trigger-related reduction of $149,000
in funding for the department. This reduction is included in the proposed
budget for the department in lieu of the reduction that would otherwise
be made pursuant to Ch 458/90 (AB 2348, Willie Brown).

1The budget proposes to allocate $122,000 of the $149,000 reduction as
follows:

» $68,000 of the proposed reduction is in local assistance grants for the
regional poison control centers. These grants require a dollar-for-
dollar match by local assistance grantees. Thus, implementation of
this proposed reduction may result in a total (state and local)
reduction of up to $136,000.

o $54,000 of the proposed reduction is in local assistance grants for local
EMS agencies. Rural multicounty areas with populations of over
300,000 are eligible for these grants and are required to provide a
dollar-for-dollar match. Regions with populations of 300,000 or less
are also eligible for the grants and must provide a minimum specified
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cash match based on population size. Thus, implementation of this
proposed reduction may result in a total (state and local) reduction
of up to $108,000. : .

Given the Legislature’s oversight responsibilities, we recommend that
the authority report at budget hearings on the fiscal and programmatic
impact of the proposed $149,000 General Fund reduction. This report
should include a discussion of the potential loss of up to an additional
$122,000 in local matching funds — for a total reduction of up to $271,000
— should the proposed $149,000 General Fund reduction be imple-
mented.

HEALTH AND WELFARE AGENCY DATA CENTER
Item 4130 from the General

Fund Budget p. HW 7
Requested 1991-92.........coucumrermmrenreersesnsssssssssssssssssassssssssessenssssens $68,300,000
Estimated 1990-91 .........cvrerereverenenineeeenisssesenssssesssisessssesennes 70,336,000
Actuial 1989-90 .......ccoerrrirerineerrennrnsssessssenssssssssssrssssssssassssssassssssssnss 52,208,000

Requested decrease $2,036,000 (—2.9 percent)

Total recommended reduction...........vnerrenenensevesnnnssenessniens None

GENERAL PROGRAM STATEMENT

The Health and Welfare Agency Data Center (HWDC) is one of three
major state data processing centers authorized by the Legislature. The
center provides computer support to the Health and Welfare Agency’s
constituent departments and offices. The center also provides occasional
support to other state offices, commissions, and departments. The cost of
the center’s operation is fully reimbursed by its users.

The HWDC has 239.4 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes an appropriation of $68,300,000 from the Health
and Welfare Agency Data Center Revolving Fund to support the data
center’s operations in 1991-92. This is a decrease of $2,036,000, or 2.9
percent, below estimated current-year expenditures. The decrease is
primarily due to completions of projects undertaken in prior years. Most
significant are (1) Employment Development Department automation
of the California Unemployment Insurance Appeals Board, (2) the
Department of Rehabilitation office automation, and (3) expenses asso-
ciated with activating a second site for data center operations. In
addition, there are increases in the budget to support the increased
workload of the data center’s user departments.
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HEALTH AND WELFARE AGENCY DATA CENTER—Continued

Our analysis indicates that the amounts requested by the data center
are consistent with the amounts proposed in the budgets for its user
departments. .

OFFICE OF STATEWIDE HEALTH PLANNING AND.

, _ DEVELOPMENT
Item 4140 from the General
Fund and various other funds . Budget p. HW 10
Requested 1991-92..........ceurvrueneen SR everrsereaarensnsresareens $43,242,000
Estimated 199091 .......... rteeesestererenerststeresaans rereesensnabereresessaesereretes 42,959,000
ActUal 1989-90 ........c.ouvrreerreieierecrensenrressrsrsssesesessessesassssssseasassisssans 29,615,000
Requested increase $283,000 (40.7 percent)
Total recommended reduction..........nscvvieinnnnne. — 169,000

1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund .~ Amount

4140-001-001—Support General. . $1,687,000

4140-001-121—Support Hospital Building Account, Ar- 24,492,000
chitecture Public Building

4140-001-143—Support ... California Health Data and 9,105,000
Planning

4140-001-181—Support Registered Nurse Education - 663,000 -

4140-001-232—Support Hospital Services Account, Cig- 474,000

5 : arette and Tobacco Products :

. L : ‘Surtax S
4140-101-001—Local assistance : General - 2,765,000
Health and Safety Code Section 436.26 .. Health Facility Constructlon o 2,273,000

L o Loan Insurance o B
Education Code Section 69800 Minority Health Professions Ed- 1,570,000
’ ucation ‘
Reimbursements : . C— : . o 213,000
Total N $43,242,000
. Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. State Fire Marshal Contract. Reduce Item 4140-001-121 by 485
- $169,000. Recommend a reduction of $169,000 from the
Architecture Public Building Fund for workload in the
Office of the State Fire Marshal (OSFM) related to plan
‘reviews of new construction projects, because neither the

"~ Office of Statewide Health Planning and Development nor

: the OSFM has substantiated increas'ed workload' projections.

GENERAL PROGRAM STATEMENT

- The Office of Statewide Health Planning and Development (OSHPD)
is responsible for (1) developing state health plans, (2) administering
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demonstration projects, (3) operating health professions development
programs, (4) reviewing plans and inspecting health facilities construc-
tion projects, and. (5) collecting health cost and utilization data from
health facilities.

The office has 338 pers_onnel—years in the current year.

OVERVIEW OF THE BUDGET REQUEST

Expenditures for support of the office from all funds are proposed at
$43.2 million in 1991-92. This is an increase of $283,000, or 0.7 percent,
above estimated current-year expenditures. The budget proposes ex-
penditures of $4.5 million from the General Fund to support the OSHPD
in 1991-92. This is a decrease of $986,000, or 18 percent, below estlmated
current-year General Fund expenditures.

The increase in expenditures from all sources is due primarily to (1) a
$1.3 million increase in health facilities data activities, (2) a $739,000
increase for rent costs and various facilities development proposals, (3) a
$1.1 million increase for pro rata and employee compensation costs, and
(4) a $2.7 million decrease to reflect the elimination of various one-time
expenditures. The budget also includes an unallocated trigger-related
reduction of $144,000 in funding for the office. This reduction is included
in the proposed budget in lieu of the reduction that would otherwise be
made pursuant to Ch 458/90 (AB 2348, Willie Brown).

Table 1 displays the office’s personnel-years, program expenditures,
and funding sources for the prior, current, and budget years.

Table 1
Office of Statewide Health Planning and Development
Budget Summary
1989-90 through 1991-92
(dollars in thousands)

Expenditures
. “Percent
Personnel-Years Change
Actual — Est. Prop. Actual  Est Prop.  From
Program 1989-90 1990-91  1991- 92 1989-90  1990-91  1991-92  1990-91
Health projects and analysis ...... 86 99 9.9 $821  $1,174  $1214 3.4%
Demonstration projects........... 13.6 15.7 9.5 1,007 1,192 959  —-195

Health professions development.. 123 ~° 157 157 3587 7,685 6491 155
Facilities development and

financing ... 1556 173.0 176.8 18459 26220 26,648 16
Health facilities data .............. 419 50.2 517 5,595 6,516 7,861 206
Administration — undistributed.. 685 735 76.8 146 172 213 23.8
Unallocated reduction............. = e = — — —144 —

Totals.....oovvvieviniinannne, 306.5 338.0 3404  $29615 $42959 $43,242 0.7%
Funding Sources
General Fund ...........cc.coiiiiiiiiiitiae e iiiiiiinnsinnns $4008  $5438 $4452 —181%
Hospital Building Account, Architecture Public Building . R

Fund.......ocoo i 16828 24310 24492 0.7
California Health Data and Planning Fund .................... 6,632 7 823 - 9105 164
Health Facilities Construction Loan Insurance Fund . .......... 1631 2,026‘ 2273 122 .
Minority Health Professions Education Fund ................... 122 1,544 1,570 17
Registered Nurse Education Fund................................ 2 1194 663 - —445
Hospital Services Account, Cigarette and Tobacco Products :

Surtax Fund ...............0 i 225 452 474 49
Reimbursements. ..........c.c.veveieieiiiie it iiiiriniaanian, 146 172 213 23.8

“Not a meaningful figure.
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OFFICE OF STATEWIDE HEALTH PI.ANNING AND

DEVELOPMENT—Continued

Item 4140

The budget proposes a total of 340.4 personnel-years for 1991-92, an

increase of 2.4 personnel-years from the current-year level. -

Table 2 identifies the major budget changes proposed for 1991-92.

Table 2

Office of Statewide Health Planning and Development

Proposed 1991-92 Budget Changes

(dollars in thousands)
General Fund

1990-91 expenditures (Budget Act)..........covveviniininnn.

Adjustments, 1990-91:

Retirement reduction...........cocvereiviieninieniiiiinan.
Employee compensation ificreases..............cooviiiiniiins
Carry-over appropriation for Family Physician Training Pro-
gram (FPTP) .........coooiii i,
Control Section 3.8 General Fund reduction . ..... verereeres
Savings for Mobile Cardiac Catheterization Project
TMOECP) e
Carry-over appropriation — Minority Health Professions Ed-
ucation Foundation (MHPEF) (Ch 1307/87) ...............
Cal-Mortgage adjustment, program operations staff...........
Bone Marrow Demonstration Project (BMDP) (Ch 889/90) .
Registered nurse reappropriation .....................c...ol
Reimbursement for Major Risk Medical Insurance Board
(MRMIB) administration...........cooveiererinereeenseineen.

199192 expenditures (revised) ............c.cooieiiiiiiiiinnnnn.

Baseline adjustments, 1991-92:

Pro rata adjustment................ e e

Employee compensation increases.............coovvveiiiniinls

One-time cost reductions:
Facilities development MIS project...................c.nee.
Accounting and reporting project ...........coeveiviiinnn.
One-time administration funds.............................

MHPEF............c.ooeniis e e

Increase 1990-91 Control Section 3.8 General Fund reduc-

tion and shift to special funds........................e.
BMDP. ..ot
Program change proposals:

Office of State Fire Marshal contract..............ccovvuvnenn, :

Administration and medical consulting ...............c..nene.
Nonstate building rent increase............c.ocoeveiiieninnen,
Management analysis ...............ocoeieieieiiiiiiiiiinaans
Health facilities data, data processing program changes ......
Reimbursement for MRMIB administration ...................

Unallocated reduction...................cc.ocvviiiinieiiiieniiiin

1991-92 expenditures (proposed) ...........ocoiiiiiiiiiiiiiiinn
Change from 1990-91 (revised):

$4,797

-15
26

716
—58

—-28

$4,452

—$986
-181%

All Funds:
. $41,018

—102
540

716
—58
-928

14
105
145
579

30

$42,959

628
423

—964
—300
-10
716
-579
-14
-~-72

—-120

169
276

124

1,251
7

—14
$43,242

$283
0.7%
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ANALYSIS AND RECOMMENDATIONS

Inadequate Workload Justification for Proposed Increase in the State Fire
Marshal Contract

We recommend a reduction of $169,000 from the Architecture Public
Building Fund (APBF) for workload in the Office of the State Fire
Marshal (OSFM) related to plan reviews of new construction projects,
because neither the OSHPD nor the OSFM has substantiated increased
workload projections. (Reduce Item 4140-001-121 by $169,000.)

The budget proposes an increase of $169,000 from the APBF to
reimburse the OSFM for workload related to plan review and inspection
of OSHPD construction projects. The OSFM provides plan review and
inspection services for the OSHPD to ensure that OSHPD construction
projects meet minimum earthquake and fire and life safety standards.

The proposal is based upon an estimate that the OSFM will review
additional plans and provide other assistance for at least $1.5 billion in
OSHPD-related construction projects.

At the time of this analysis, neither the OSHPD nor OSFM was able to
(1) substantiate the $1.5 billion estimate and (2) make available data that
compare this estimate to current project levels. We therefore can find no
basis to conclude that an increase in funding for plan review personnel is
warranted. Accordingly, we recommend a reduction of $169,000 from the
APBF for the OSHPD contract with the OSFM. (We make a related
recommendation earlier in the OSFM analysis (Item 1710) for $175,000 —
the difference between the dollar amount in Item 1710 and this item
reflects a technical error of $6,000 that is contained in the Governor’s
Budget:)

, CALIFORNIA DEPARTMENT OF AGING
Ttem 4170 from the General

Fund and various funds Budget p. HW 18
Requested 1991-92.........irmicienererseresseseesseneensassssssensans $135,790,000
Estimated 1990-91 .......ccviviirnniieinineensnensnsssnsesnsssssssssenes 136,867,000
ACtUal 1989-G0 ........ccooviereireiierirnristecsreeereeeseaesessssesssssesersssossssenses 136,237,000

Requested decrease $1,077,000 (—0.8 percent)

Total recommended reducton.......cccoivererneeencerrisenssnneerensennasnens None

Recommendation Pending ...........omercinesnninesnsesssssssiossesens 180,000
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CALIFORNIA DEPARTMENT OF AGING—Continued
1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund ,i - ‘Amount -
4170-001-001—Support General ] $4,767,000
4170-001-890—Support o Federal ' 3,215,000
4170-101-001—Local assistance General 29,441,000
4170-101-890—L.ocal assistance - - ' Federal i . 83,406,000
4170-111-939—Local assistance o Nutrition Reserve o 400,000 -
Reimbursements - . — 14,561,000
Total v ' - $135,790,000
: : : . : i : Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS =~ page’

1. Senior Center Bond (SCB) Program. Withhold recommen- 489
dation on transfer of $180,000 General Fund and 2.8 :
personnel-years from the SCB Program -to the Alzheimer’s
-Day Care Resource Center Program, the Legal Counsel’s
Office, and the Community Services Branch, pending re- -
ceipt, prior to budget hearings, of the department’s plan for

- distributing a $1.3 million unallocated reduction. ~

2. Transfer from the Nutrition Reserve Fund (NRF) to the :490
General Fund. Recommend approval of transfer to the
General Fund of $400,000: in unused NRF monies, with

- modified Budget Blll language.

GENERAL PROGRAM STATEMENT

The California Department of Aging (CDA) is the single state agency
charged to receive and administer funds allocated to California under the
federal Older Americans Act (OAA). In addition, the Legislature has
designated the CDA as the department principally responsible for
developmg and implementing a comprehensive range of noninstitutional
services for older Californians and functionally impaired adults. In order
to carry out these two mandates, the department uses federal and state
funds to support a variety of services, including local social and nutrition
services, senior employment programs, long-term care services to the
elderly and functlonally impaired ‘adults, and related state and local
administrative services.

The department delivers OAA services through local agencies on
aging, other public and private nonprofit organizations, and service
providers. At the center of the local network for delivery of services are
planning and coordinating bodies called Area Agencies on Aging (AAAs),
often referred to as “triple As.” In California, there are 33 AAAs, one in
each Planning and Service Area (PSA).

In addition to the AAA network, the CDA began in 1984-85 to contract
directly with a variety of long-term care service providers in order to
build a system of community-based long-term care. The programs within
this systemm are the Multipurpose Senior Services Program (MSSP),
Linkages, Adult Day Health Care (ADHC), and Alzheimer’s Day Care
Resource Centers (ADCRCs).

The department has 153.7 personnel-years in the current year.
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OVERVIEW OF THE BUDGET REQUEST

The budget proposes total program expenditures of $136 million for the
CDA in 1991-92. This includes $34 million from the General Fund, $87
million in federal funds, $400,000 from the Nutrition Reserve Fund, and
$15 million in reimbursements. Total expenditures’ proposed for 1991-92
are $1.1 mllhon, or 0.8 percent less than estimated current-year expend-
itures.

The budget proposes $34 million from the General Fund for support of
the CDA’s activities in 1991-92. This is a decrease of $1.6 million, or 4.5
percent, from estimated current-year expenditures. The proposed Gen-
eral Fund amount includes $4.8 million for support of the department and
$29 million for local assistance. Table ‘1 presents a summary of the
department’s funding and expendltures for the prior, current, and
budget years.

Table 1
California Department of Aging
Budget Summary
1989-90 through 1991-92
{dollars in thousands)

Change from
: Actual Est. Prop. 1990-91
Program 1989-90  1990-91 1991-92  Amount = Percent
State administration...................o.e... $9,302 $9.914 $10,069 $155 1.6%
Older Americans Act (OAA) programs ‘

Local assistance: ’
Congregate meals.......................... $39,885 $40,306 $40,392 $86 0:2%
Home-delivered meals..................... 21,203 21,600 21,790 190 0.9
Employment services...................... 5,236 5636 5616 -20 -04
Social services........coiiiviiiiiiniiiiinn.n. 26,928 27,340 21,213 -67 =02
Ombudsman ...........coooeeiiiniiininn, 2,171 3,099 - 3,198 99 3.2
Special projects ..........voiviiiniiini 3,741 3,802 3,802 —_ —

Subtotals, OAA.......ceoviviiiiiiinns ($99,770)  ($101,783) ($102,071) ($288) (0.3%)
Long-term care programs '

Local assistance: :
Multipurpose Senior Services Program ...  $20,714 $20,749 $20,749 .. — Ve
Linkages/alzheimers/respite .............. 6,126 4,201 4,291 P T e
Adult day health care...................... 325 200 — —$200  —100.0%

Subtotals, long-term care programs...... ($27,165) - ($25,170)  ($24970) (—$200) (—0.8%)
Unallocated General Fund reduction ....... —_— — _—$1320 —$1,320 —

Totals, all expenditures................... $136,237.  $136,867  $135790 —$1,077 -0.8%
‘Unexpended balance (estimated savmgs) e —290 — —_ — —
Funding Sources ’ : S
General Fund ........................... Ve 837,737 - 835838 $34208 81,630 ~45%
Federal funds-................................ 84,092 86,165 86,621 456 .05
Nutrition Reserve Fund...................... — — 400 00 —

Rgimbursements .............................. 14,408 14,864 14,561 —303 —20

* Not a meaningful figure.

- Table 2 identifies, by funding source, the significant changes in
expenditure levels proposed for 1991-92. The table shows that the budget
includes a trigger-related reduction of $1.3 million in funding for the
department. This reduction is included in the proposed budget for the

20—81518
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CAI.IFORNIA DEPARTMENT OF AGING—Continued

department in lieu of the reduction that would otherwise be made
pursuant to Ch 458/90 (AB 2348, Willie Brown). The other major changes
shown in Table 2 are (1) an increase of $85,000 from the Insurance Fund
for the Health Insurance Counseling and Advocacy Program (HICAP), to
add a program auditor and fund a rent increase, (2) a $400,000 one-time
shift in nutrition program costs from the General Fund to the Nutrition
Reserve Fund, (3) an increase of $829,000 in federal funds for nutrition
and social services programs, and (4) a reduction of $849,000 to adjust for
current-year expenditure of various one-time funds.

Table 2

California Department of Aging
* Proposed 199192 Budget Changes
(dollars in thousands)

General
_ : Fund All Funds
1990-91 expenditures (revised) ...:......coiiiiireiiiiiiiennan. $35,838 $136,867
Cost adjustments:

Employee compensation increases...............,coveeveinnin, $90 $178

Price increase and merit salary adjustment.................... 106 106

General Fund reduction applied to price increase and merit

salary adjustment ..........oooiiiiii —106 —106
Subtotals, cost adjustments..............c.coceiiiiie, ($90) ($178)
Funding adjustments: _
Expenditure of one-time transfers from the California Se-
niors Fund ... — —$190

Expenditure of one-time grants and federal funds............ — —-459

Expenditure of onie-time ADHC funds................ccoeonne, — —200

Federal augmentation for nutrition and social services pro- . \ .

L4 €141 — 829

Use of Nutrition Reserve Fund to fund nutrition programs .. —$400 —

Subtotals, funding adjustments...................coenenennes (—$400) (—$20)
Program change proposal:

HICAP auditor and cost increase ...............cccooenennnen. — $85
Unallocated reduction...............oooeoiiiiiiiiin. —$1,320 —1,320
1991-92 expenditures (proposed) ........cocoviiiiiiiiiiiinnn. $34,208 $135,790
Change from 1990-91: :

AMOUNE. ..ottt ittt eeinrrorasesseannanesannns —$1,630 —8$1,077

| (=) ¢ S —4.5% —0.8%

In addition, the budget proposes the following changes that would
result in no net increase or reduction:

« Reallocation of $180,000 General Fund and 2.8 personnel-years from
the Senior Center Bond (SCB) Program to the Alzheimer’s Day Care
Resource Center (ADCRC) Program, the Legal Counsel’s’ Offlce'
and the Community Services Branch.

o Reallocation of $40,000 in Respite Care Registry Program funds from
support of respite registries to purchase of respite services.

Table 3 presents a summary of personnel-years for the department in
the prior, current, and budget years. The change in administration is due
to the expiration of limited-term positions and the proposed staff increase
in the Legal Division. The change in long-term care programs is the net
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effect of the shift of personnel from the Senior Center Bond Program to
the ADCRC, the proposed addition of one position in HICAP, and minor
personnel adjustments-in other programs.

Table 3
California Department of Aging
Personnel-Years -
~ 1989-90 through 199192

Percent
‘ . Change
R . Actual Est. Prop. - From
Program 1989-90 1990-91 1991-92 1990-91
Administration ...........c.cocoiei. 82.5 91.2 9.8 —04%
Older Americans Act .................. e 170 172 172 -
Long-term care........oooivennielieionnninnn, 413 453 49 =09

Totals...... P e 146.8 153.7 152.9 —0.5%

ANALYSIS AND RECOMMENDATIONS

Redirection of Senior Center Bond (SCB) Program Funds

We withhold recommendation on the proposed redirection of
$180,000.General Fund and 2.8 personnel-years from the SCB Program
to the ADCRC Program, the Legal Counsel’s Office, and the Commu-
nity Services Branch, pending receipt, prior to budget hearings, of the
department’s plan for distributing a $1.3 million unallocated General
Fund reduction among its programs.

. The budget proposes the redirection of $180,000 General Fund and 2.8
personnel-years from the SCB Program to the ADCRC Program, the
Legal Counsel’s Office, and the Community Services Branch. The SCB
Program was established by Ch 575/84 (SB 1359, Garamendi) to perform
grant management activities related to a $50 million general obligation
bond issue for acquiring, renovating, and constructing community cen-
ters for older adults. The department advises that all but 8 of the 345
projects funded by this bond issue are now complete. Consequently, the
budget ‘requests redirection of SCB Program funds to other programs.
Specifically, the budget redirects $180,000 from the SCB to the following
program and administrative units:

~« ADCRC Program — $109,000 and 1.9 personnel-years to provide
‘supervision and clerical support to two analysts responsible for
oversight of 36 ADCRC sites.
o Legal Counsel’s Office — $59,000 and 0.9 personnel-year to under-
. take responsibilities related to promulgation of regulations.

". Community Services. Branch — $12,000. to. monitor community
centers for older adults and maintain a statewide directory of such
. centers. .

- We agree. w1th the department that the SCB Program no longer
requires funding. The budget proposals for redirection of SCB Program
funds, taken by themselves, appear reasonable. Taken together with a
proposed unallocated -General Fund reduction of $1:3 million, however,
these proposals raise a policy issue for the Legislature. Specifically, we:
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believe that the Legislature should evaluate the priority of these funding
proposals as compared to other program needs that will result from the
unallocated reduction. The Legislature could (1) fund the units and
program proposed by the budget, (2) offset the unallocated reduction by
$180,000 and let the department decide how to distribute the remaining
$1.1 million reduction, or (3) fund up to $180,000 of specific program
reductions that the department proposes as part of the unallocated
reduction. At this time, information available to the Legislature is not
sufficient for an evaluation of these options, because the department has
not yet identified which programs it will reduce as a result of the
proposed unallocated reduction. Consequently we withhold recommen-
dation on the proposed redirection of funds, and further recommend that
the department, prior to budget hearings, provide the Legislature with a
plan for distributing the $1.3 mllhon unallocated reduction among its
programs.

Shift of Nutrition Program Costs from General Fund to Nutrition Reserve
Fund

We recommend approval, with modified Budget Bill language.

The budget proposes to reduce General Fund support for the Nutrition
Program by $400,000, and instead appropriate $400,000 from the Nutrition
Reserve Fund (NRF) for this program. We note that this proposal is
similar to a proposal adopted by the Legislature in the 1990-91 Budget
Bill, but vetoed by the Governor. While the 1990-91 proposal would have
used a NRF appropriation to backfill anticipated reductions in federal
funding for nutrition programs, the budget proposal would substitute
NRF monies for General Fund nutrition monies.

Existing law requires that the CDA use the remaining balance of the
NRF ($1,088,000) to fund short-term loans to local senior nutrition
providers with temporary cash-flow problems No more than $618,000 in
loans have been made from the NRF in any prior year, however. The
proposed NRF appropriation, therefore, appears reasonable in that (1)
the $400,000 has not been needed for the statutory purposes of the NRF
and (2) it would free up $400,000 General Fund to use for the Legisla-
ture’s priorities.

We note, however, that the Budget Bill language associated with this
proposal (Item 4170-111-939, Provision 1) would permit the Department
of Finance to appropriate more than $400,000 from the Nutrition Reserve
Fund: We do not believe that the department should have this flexibility,
because appropriation of more than $400,000 might not leave sufficient
monies in the NRF to cover loans in amounts that have been required in
prior years. Moreover, we note that the proposed Budget Bill language
does not properly specify that the proposed appropriation is made
notwithstanding existing law [Ch 1020/80 (AB 2329, Thurman)] that sets
aside NRF funds for a loan program. Consequently, we recommend
approval of the proposed appropriation and substitution of the following
Budget Bill language for the language proposed in the budget for Item
4170-111-939:
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Notwithstanding any other provision of law, the $400,000 appropriated in this
item shall be for the Nutrition Program.

COMMISSION ON AGING

Item 4180 from the General
Fund, Federal Trust Fund,

and California Seniors Fund Budget p. HW 27
Requested 1991-92........cucvviiiieeccciiinieeneienisseseaseseessssessosaes $846,000
Estimated 1990-91 ..........c.oovevermirecnernrnseesisseresssesssesessesssssssssesssnes 995,000
ACtUAl 1989-90 ......oovverrvniiierierereerenreniecsesesssrnissessessessorsssnssesssessessorses 834,000

Requested decrease $149,000 (—15.0 percent)

Total recommended reduction...........ceeeiceverernvenniveneserenened - None

1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund Afnount o
4180-001-001—Support " General $253,000
4180-001-890—Support - : Federal : 242,000
4180-001-983—Support ; : California Seniors . 351,000
Total v .. $846,000

GENERAL PROGRAM STATEMENT

The California Commission on Aging (CCA) is mandated to act in an
advisory capacity to the California Department of Aging (CDA) and to
serve as the principal state advocate on behalf of older persons. The CCA
is-.composed of 25 members appointed by the Governor, the Speaker of
the Assembly, and the Senate Rules Committee.

The CCA also sponsors the California Senior Legislature. The Senior
Legislature is composed of 120 seniors who hold an annual session to
develop legislation that addresses the needs and concerns of older
Californians. The Senior Legislature, in turn, seeks enactment of its
legislative proposals through the State Legislature. . -

The commission has 8.6 personnel-years in the current year.

ANALYSIS AND RECOMMENDATIONS
We. recommend approval.

The budget proposes the expenditure of $846,000 ($253,000 General
Fund, $242,000 federal funds, and $351,000 from the California Seniors
Fund (CSF)) to support the CCA in 1990-91. This is a decrease of
$149,000, or 15.0 percent, from estimated current-year expenditures.
Table 1 displays CCA funding for the prior, current, and budget years.
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Table 1
Commission on Aging
Budget Summary
1989-90 through 1991-92
(dollars in thousands)

Change from
Actual Est Prop. 1990-91

Program 1989-90 199091 - 199192 Amount - Percent
COMMISSION +.vvvvriererererererenennnes $458 $488 $495 §7 1.4%
Service contracts through CDA ............. 76 124 - -124. 1000
Senior Legislature, operations ............... 300 317 351 ‘ 34 10.7
Senior Legislature, elections................. = _66 e —66  —1000

Totals.......covvvvviiiniiiii $834 $995 $846 —$149 —15.0%
Funding Sources ' '
General Fund ......................cocvnnn. $232 8249 $253 $4 16%
Federal funds ................................ 226 239 242 3 L3
California Seniors Fund ..................... 376 507 351 —156 ~308

The table shows that the proposed expendxtures are $149,000, or 15.0
percent less than estimated current-year expenditures. This decrease is
the result of (1) a reduction of $124,000 to reflect a one-time, current-year
expenditure from the CSF for direct services to older Californians
(through the CDA), (2) a reduction of $66,000 to reflect one-time,
current-year expenditures for Senior Legislature elections (elections are
held every other year), and (3) a net increase of $41,000 for various minor
technical adjustments and a one-time, budget-year expendlture of CSF
balances carried over from past years.

California Seniors Fund — Direct Services. Under staté law, any
excess CSF revenues remaining after the statutory allocation of revenues
for California Senior Legislature activities must be used by the commis-
sion to provide direct services to seniors through contracts with the CDA.
After estimating the level of excess revenue, usually by December of each
year, the commission transfers these funds to the CDA. In the current
year, the commission has released $124,000 to the CDA for allocation to
Area Agencies on Aging (AAAs) for various senior services.

The budget proposes no expenditure from the CSF for direct services
in 1991-92. An unknown amount may be available for direct service
contracts in 1991-92, however, depending on the level of 1991-92 CSF
revenues.

California Seniors Spectal Fund. The budget also proposes no expend-
iture from the California Seniors Special Fund (CSSF), which was
created on January 1, 1991 by Ch 1451/90 (SB 2085, Roberti). The source
of revenue for this fund is discretionary contributions of state income tax
credits received by older Californians. Chapter 1451 requires the com-
mission to use the first $80,000 of annual revenue to this fund to support
the Area Agency Advisory Council of California. The statute specifies that
the balance of annual revenues must go to AAAs through the CDA to
support various programs to benefit older Californians. The amount of
revenue to the CSSF in 1991-92 cannot be estimated at this time because
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there is no basis for predicting how many taxpayers will make a
contribution to the fund.

DEPARTMENT OF ALCOHOL AND DRUG PROGRAMS

Item 4200 from the General

Fund and various funds Budget p. HW 29

Requested 1991-92.........ccreenmeimeneeeeansrsesnnssssssessssssssssasssassssses $297,753,000

Estimated 1990-91 .........ccivviirenerereesrcemeresesesessiessssesessassns 286,537,000

Actual 1989-90 ........ooeeereirireriresissseeesseseesssssrssssessesesssenssssssasesns 211,465,000
Requested increase $11,216,000 (+3.9 percent)

Total recommended reduction........ccocovvcreeveereereresnreeneesternrnnanns None

1991-92 FUNDING BY ITEM AND SOURCE

Item—Description - : Fund Amount
4200-001-001-—Support General $5,524,000
4200-001-139—Support Drinking Driver Program Li- 1,164,000
) censing Trust ]
4200-001-243—Support Methadone Program Licensing 581,000
Trust
4200-001-816—Support Audit Repayment Trust 100,000
4200-001-890—Support _Federal Trust 18,678,000
4200-101-001—Local assistance General 71,458,000
4200-101-276—Local assistance Alcohol Surtax 17,000,000
4200-101-890—L.ocal assistance Federal Trust 161,577,000
4200-101-977—Local assistance Resident-Run Housing Revolv- 144,000
ing
—Less loan repayments —105,000
Reimbursements ' — 21,632,000
Total - $297,753,000
‘ o Analysis
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

1. Alcohol, Drug Abuse, and Mental Health Services Block 498
Grant. California received an increase of $10.8 million in the
federal Alcohol, Drug Abuse, and Mental Health Services
block grant, its smallest increase in the last three years.

2. Lack of Funds to Continue Waiting List Reduction Grant 499
Programs. Recommend the department (a) allocate the $2.5
million for Waiting List Reduction Grant Programs propor-
tionally between counties giving priority for funds to non-
methadone programs, (b) require the counties to similarly
prioritize the $5.4 million in county subvention funds for
nonmethadone programs, and (c¢) report to the Legislature,
prior to budget hearings, on the availability of federal funds
to continue the Waiting List Reduction Grant treatment
slots.

3. Expansion of Treatment Services for Pregnant and Parent- 502
ing Substance Abusing Women. Recommend the depart-
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ment report to the Legislature, prior to budget hearings, on
(a) the allocation process which will be used to distribute
the funds to the counties, (b) the specifics of the prevalence
study, and (c) the feasibility and costs of transferring the
certification of Medi-Cal drug treatment centers to the
DADP from the Department of Health Services. In addition,
we recommend the adoption of Budget Bill language redi-
recting any funds not spent for expanding treatment serv-
ices for pregnant and parenting women to the Waiting List
- Reduction Grant Programs. .
4. Legislative Oversight — Community Drug-Free School 505
Zones Program. The DADP received a poor response from
the schools eligible to participate in the program. As a result,
- less than half of the eligible schools received funding. :
5. Legislative Oversight — Prison/Parolee Drug Treatment 506 .
Program. The program is being implemented consistent
with legislative direction.
6. Legislative Oversight — Programn Accountability System. 506 -
The DADP has established ‘a Program Accountability Task
Force to advise the department on performance standards
for treatment programs. The department is deciding on the
-direction and mandates for the task force. :

MAJOR ISSUES

California received an increase of $10.8 million in
the federal Alcohol, Drug Abuse, and Mental
‘Health Services block grant, its smallest increase in

~ the last three years.

There is a lack of funds to continue the Waiting List
Reduction Grant Programs; however, there are
other funding options open to the Legislature.

Governor proposes $25 million to expand sub-
stance abuse treatment services for pregnant and
parenting women. The administration needs to
address a number of concerns about the proposal.

GENERAL PROGRAM STATEMENT

The Department of Alcohol and Drug Programs (DADP) is responsi-
ble for directing and coordinating the state’s efforts to prevent or
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minimize the effect of alcohol-related problems, narcotic addiction, and

drug abuse. The department is composed of the Divisions of Alcohol

Programs, Drug Programs, Planning and Evaluation, and Administration.
The department has 260.3 personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total expenditures of $297.8 million from all funds
for alcohol and drug programs in 1991-92. This includes $77 million from
the General Fund, $180.3 million from federal funds, $21.6 million in
reimbursements, $17 million from the Alcohol Surtax Fund, and $1.9 mil-
lion from the Drinking Driver, Audit Repayment Trust, Methadone
Program Licensing Trust, and Resident-Run Housing Revolving Funds.
Total expenditures proposed for 1991-92 are $11.2 million, or 3.9 percent,
above estimated total expenditures in the current year, as shown in
Table 1.

~ Table 1 :
Department of Alcohol and Drug Programs
Budget Summary
1989-90 through 1991-92
(dollars in thousands)

Percent
Change
Actual - Est. Prop. From
Program 1989-90 1990-91 1991-92 1990-91
Alcohol ..o $85,207 $98,246 $98,234 —
State operations............ooevviiiiiiiiinies (8,624) (11,363) (11,361) —*
Local assistance .............cceeieineniinnnnn. (76,583) (86,883) (86,873) —n
DIUES .. cvereinennineirieercenviiteiaerens 126,258 161,724 149,553 —75%
State operations.............cooei (12,959) (15,952) (15,485) —-29
Local assistance ...............ocoviviviiinnns (113,299) (145,771) (134,068) -80
Pilot project combined services ................. - 26,567 49,943 88.0
Distributed administration....................... {5,163) (7,635) (10,869) 424
Undistributed administration.................... — = 3,000 —
Unallocated reduction (local assistance) ........ — — —2,977 e
Totals...oovviiiiiniii $211,465 $286,537 $297,753 3.9%
State operations............coooceviiiil (21,583) (27,316) (29,846) 9.3
Local assistance ............cccocovviiininnnn.. (189,882) (259,221) (267,907) 34
Funding Sources
General Fund ................c.c.coociiinl. $79,958 879,894 876,952 —-3.6%
Federal funds ...........................o 123272 194,102 180,255 =71
Alcohol Surtax Fund............................. — - 17,000 —
Drinking Driver Program Licensing Trust
Fund...........coii 458 L138 LI164 23
Methadone Program Licensing Trust Fund..... 528 568 581 23
Audit Repayment Trust Fund ................... 46 - 100 0 —
Resident-Run Housing Revolving Fund......... — — 39 .
Reimbursements....................c...ooviiinn. 7,203 10,735 21,632 1015
Personnel-Years By Program :
Administration ............cociiiiiiiiin 91.5 114.6 1198 45%
Aleohol (iovvviiiiiiiiii 60.2 74.8 76.2 1.9
DIUES .+ ve et eneaes 53.2 709 733 34
TOtalS. .. eevitiere e 2109 260.3 269.3 3.5%

* Not a meaningful figure.
Note: Details may not add to totals due to rounding.
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Table 2

Department of Alcohol and Drug Programs

Proposed 199192 Budget Changes
(dollars in thousands)

1990-91 Expenditures (revised)..................
Proposed changes
Cost adjustments:
Employee compensation........................
SWCAP charges.........ccoocoevereiivnniinannenn,
Unallocated reduction ................cco.eeinls
Workload adjustments:
Various divisions ...........coeveviiniieniinnt,
Program changes:
Expansion of treatment services for pregnant

and parenting women....................... '

Reduction For Federal Waiting List Reduc-
HON Grants.........ooeveveireevnineniienonnns
Elimination of 1989-90 carry over..............
Increase for the High Intensity Drug Traf-
ficking Areas Grant...............ccvennen.
Increase for the Office of Treatment Im-
provement Grants..........ocooveveiinnnnnn.
Expansion of Community Drug-Free School
Zones Programs ...........ooeviviiiiiinnln
Reduction for federal Comprehensive Com-
munity Development and Support Project
for High Risk Youth........................
Reduction for federal Disaster Relief Assist-
ance Grant..........coooveiviiiniiiiinnie
Reduction for special projects..................
Reduction for federal Community Youth Ac-
tivity Demonstration Grant Program.......
Increase for the San Francisco Homeless
CProject ..o
Treatment services for Asian and Pacific Is-
landers — Ch 1142/90.......................
Employee Assistance Consortium Demonstra-
tion Program — Ch 1299/90 ................
Increase for the Methadone Multiple Regis-
tration Project.........cooovviiiiiiiiiinl,
Increase for federal Data Collection Grant....
Reduction for the Resident-Run Revolving
Loan Fund Program......................c0.
Expiring positions............coooviiiiiiieniien
Reduction for Federal Community Youth
Activity Program ................oo
Family Drug-Free Housing Pilot Project —
Ch1000/90......cccveninirieniiiieiiniann,
Other changes ..............ccooeeiiiiiiniinn,
199192 Expenditures (proposed)................
Change from 1990-91:

General
Fund
.- $79,894

$76,982

—$2,912
~3.6%

Federal
Funds
$194,102

$157
341

15

-10,073
-17319

2,733

1,600

—1708

495
—479

232

182

134
131

—131
-9

~90
72
$180,255

—§13,847
-71%

Other
Funds

$12,541

$53

126

39
—123

—120
$40,516

$27,975
223.1%

Item 4200
DEPARTMENT OF ALCOHOL AND DRUG PROGRAMS—Continved

Total
$286,537

$275
341
-2977

111

25,000

—10,073
~1319

3,000
2,733

1,600

~1708

—495
—479

335
232
N
182

134
131

-92
~132

- -9

72
-120

' $297.753

$11,216
3.9%

“These are federal funds that the DADP receives as a reimbursement from the state of Arizona.
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The budget proposes an appropriation of $77 million from the General
Fund for the DADP in 1991-92. This is a decrease of $2.9 million, or
3.6 percent, below estimated current-year expenditures. This decrease
reflects an unallocated trigger-related reduction of $3 million in funding
for the DADP. This reduction is included in the proposed budget for the
department in lieu of the reduction that would otherwise be made
pursuant to Ch 458/90 (AB 2348, Willie Brown). The trigger-related
reduction will be taken from local assistance. The proposed General Fund
appropriation includes $5.5 million for support of the department and
$71.5 million for local assistance.

‘Table 2 shows, by funding source, the significant changes in expendi-
ture levels proposed in the budget for 1991-92. The major increases
proposed in the budget are (1) $25 million to expand substance abuse
treatment for pregnant and parenting women, (2) $3 million in federal
Southwest Border Region High Intensity Drug Trafficking Areas grant
funds for drug law enforcement, (3) $2.7 million in the federal Office of
Treatment. Improvement’s (OTI) Targeted Cities, Critical Populations,
and Non-Incarcerated Criminal Justice Population Grants, (4) $1.6 mil-
lion in federal funds to expand the Community Drug-Free School Zones
Programs, and. (5) $341,000 in federal funds for the Statewide Cost
Allocation Plan charges. '

These increases are partially offset by major reductions of (1) $10.1 mil-
lion in federal funds from the federal Waiting List Reduction Grants,
from which California was awarded funds in 1989-90 and 199091, (2) $7.3
million in federal funds carried over from 1989-90 to 1990-91 that will not
be available in the budget year, (3) $708,000 in federal Comprehensive
Community Development and Support Project for High Risk Youth
funds, (4) $495,000 in federal Disaster Relief Assistance Grants, which
California received in 1990-91 for drug treatment centers related to the
Loma Prieta earthquake, and . (5) $479,000 in the discontinuation of
special projects administered by the department.

ANALYSIS AND RECOMMENDATIONS

We recommend approval of the followmg significant program changes

which are not discussed elsewhere in this analysis:

o High-Intensity Drug Trafficking Areas — $3 rmlhon from the
.- federal Southwest Border Region High Intensity Drug Trafficking
-Areas Grant for drug law enforcement. The Budget Bill includes

- language specifying that the department may not spend these funds
until an expenditure plan has been approved by the Department of
Finance and submitted to the Chalrperson of the Joint Leglslatxve
Budget Committee.

o Family Drug-Free Housmg and Employee Assnstance Consortmm
Projects — $254,000 in federal funds to implement the. Family
Drug-Free Housing Program as required by Ch 1000/90 (AB 3012,
Speier) and the Employee Assistance Consortium Demonstration
Program as required by Ch 1299/90 (SB 2220, Seymour).
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o Prevention Resource Center — $320,000 in federal funds for the state
to take over the administration of the Prevention Resource Center
from its.current contractor. This proposal will actually result in a net
federal funds savings of $127,000, which will be available for other
program. support.

o Substance Abuse Services For Asians and Paczﬁc Islanders
—$225,000 in federal funds to establish three pilot projects serving
Asians and Pacific Islanders as required by Ch 1142/90 (SB 2382,
Deddeh).

o Increased Workload — $686,000 in federal funds for 13 additional
positions to address increased workload in various areas.

Small Increase in Federal Alcohol, Drug Abuse, and Menial Health
Services Block Grant

California received an increase of $10.8 million in the federal
Alcohol, Drug Abuse, and Mental Health Services block grant for

- federal fiscal year 1991, its smallest increase in the last three years.

The department advises that the total substance-abuse portion of the
federal fiscal year 1991 (FFY 91 — October 1, 1990 to September 30, 1991)
Alcohol, Drug Abuse, and Mental Health Services (ADMS) block grant
for California is $132.5 million. This is an increase of $10.8 million from
FFY 90 and is the smallest increase the state has received in the last three
years. In FFY 89 the state received a $36.2 million increase in the grant
from the preceding year, and in FFY 90 the state received an addltlonal
$52.9 million over the FFY 89 amount.

Department Has Not Subvened the Increase to the County Offices of
Alcohol and Drug Programs During the Current Year, The 1990 Budget
Act appropriated $11.1 million above the FFY 90 ADMS block grant
award in anticipation of a large increase in the FFY 91 ADMS block grant.
The department requested the increased appropriation so that it would
be able to quickly subvene funds to the county offices of alcohol and drug
programs when the funds were made available by the federal govern-
ment.

The department requested the increased appropriation of $11.1 million
because it estimated that it would receive an increase of at least that
amount in FFY 91. The Legislature agreed with the department’s
request. In addition, the Legislature included language in the 1990
Budget Act specifying that of the $11.1 million, $2.5 million would be used
to provide treatment on demand by reducing waiting lists for drug
treatmerit programs and $1.1 million would be used for alcohol and drug
prevention services targeted to high-risk youth.

The department advises that when it received the notice that Califor-
nia would only receive an increase of $10.8 million, or $272,000 less than
‘the amount budgeted, it decided only to subvene the funds for high-risk
youth in the current year. The department will carry over any remaining
funds (as yet an unspecified sum). and allocate the same amount for
high-risk youth in the budget year, as shown in Table 3. The department
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is releasing a request for applications to the county offices of alcohol and
drug programs for projects targeted at high-risk youth, and anticipates
subvening the funds by April 1, 1991.

Table 3

Department of Alcohol and Drug Programs
Proposed Allocation of Increased ADMS Block Grant Funds

199192
(in thousands)
Perinatal pilot ........ocoiiiiiiiiiiii $4,946
Waiting List Reduction Grant Programs ................cocoviniiiniiiinnninnn, ) 2,521
County alcohol program subvention..........oc...oveeviiieiiiiinieiineninecnnen. 2,234
High-risk youth prevention programs .............coovveviiiiniiiiinn 1,108
Total .. $10,809

Not Enough Funds Available To Continue Waiting List Drug Treatment
Slots

We recommend the department (1) allocate the $2.5 million for
Waiting List Reduction Grant (WLRG) Programs proportionally
between counties giving priority for funds to nonmethadone programs,
(2) require the counties to similarly prioritize the $5.4 million in
county subvention funds for nonmethadone programs, and (3) report
to the Legislature, prior to budget hearings, on the availability of
federal funds to continue the WLRG treatment slots. o

In 1989, the federal Office of Treatment Improvement (OTI) provided
$100 million nationwide to reduce waiting lists for drug treatment. The
funds were provided through two competitive WLRGs in which public
and nonprofit private entities applied for funds based on documented
waiting lists. The funds were provided for only one year of operation and
the OTI specified that states applying could receive preference for
funding if states provided assurances that the awarded drug treatment
slots would receive continued funding or priority for continued funding
after the OTI grant had elapsed. The department assured the federal
government that the funded waiting list slots would receive priority in
obtaining continued funding, however, some counties chose not to apply
for these funds, because the grants were one-time in nature. In large part
due to the coordinating efforts of the DADP, California received
$20.8 million, or more than 20 percent of the available funds, for 96
programs in 16 counties. These monies enabled California to open an
additional 3,450 drug treatment slots during 1989-90. ;

Since the grants were awarded on a federal fiscal year schedule, the
funding for the waiting list slots ended during the current year. The
programs needed an additional $9.1 million during 1990-91 in order to
continue the newly opened slots. The department ensured the continu-
ation of the slots in 1990-91 by (1) requiring counties which had programs
that received waiting list monies to use up to one-half of the increase they
received in their county subvention to cover the costs of continuing the
slots ($5.4 million), and (2) providing $3.7 million in additional money
. from one-time carry over funds for those counties that needed additional
monies on top of the funds provided from their county subvention:
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$11.9 Million Shortfall to Continuing Waiting List Programs. Table
4 shows the funds proposed for continuation of the WLRG Program in
1991-92. As the table shows, the department estimates that the programs
need $19.8 million in 1991-92 in order to continue the waiting list slots.
Specifically, the Budget Bill includes language (Item: 4200-101-890)
requiring counties to continue expending in 1991-92 the amounts ex-
pended in 1990-91 ($5.4 million) for the waiting list programs, with the
exception that counties can request permission to fund alternative
waiting list programs for specified reasons. In addition, the department
proposes spending $2.5 million from the increase in the ADMS block
grant to continue these programs. These two proposals provide only
$7.9 million, however, and as Table 4 shows, an additional $11.9 million is
needed to fully fund the programs. '

Table 4

Department of Alcohol and Drug Programs
Fundmg For Continuation of Waiting List'Reduction Grant Programs

199192
. {in thousands)

Total amount needed to continue WLRG programs............... T ST $19,816
Funds provided: v _ , ‘

Couiity Drug Program Subvention Funds..................0... O : 5,319

Increased ADMS Block Grant Funds...... e, F T OO : 2521

Total, funds provided.............. T PP PP , ($7,900).

Amount unfunded..........coooiiiiiiii $11,916

The Legislature’s Options. On October 31, 1990, the department
conducted a survey of drug treatment providers in the state and found
that on that day, providers had 5,718 people on their waiting lists.
Eighty-seven percent of these people waiting for treatment were in the
16 counties that currently have the waiting list reduction grants. We think
that these data emphasize the demand for:additional treatment slots.
However, due to.the current fiscal condition of the state we cannot

recommend augmenting the department’s budget. We have, however,’

identified the following three options for the Legislature to deal with this
problem. In addition, we address this issue in our discussion on the

department’s proposal to expand drug treatment services for pregnant.

and parenting women, which follows this analysis.
Prioritize the Available $7.9 Million. As Table 5 shows, the waiting list

slots are distributed across five types of treatment. Although methadone:

maintenance and methadone detox programs account for the largest
number of slots, residential drug-free programs have a higher cost

because they are more expensive than methadone programs. At the time.
this analysis was prepared, the department was still reviewing how -it

would allocate the $2.5 million it has set aside for the waiting list slots. The
department advises that since residential programs are more difficult to
get started and since methadone clinics can more easily expand and

contract services, it is looking into targeting the $2.5 million set aside for-
the WRLG Programs to nonmethadone programs. If all of the $7.9 million:

of identified funds were targeted to nonmethadone: programs, it would
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cover more than half of the estimated amount needed to contmue the
nonmethadone treatment slots.

Table 5

Department of Alcohol and Drug Programs -
Waiting List Reduction Grant Programs

1991-92
(dollars in thousands)
Number of Funds Needed

Types of Treatment Slots in 1991-92
Methadone Maintenance . 1,404 $3,640
Outpatient Drug-Free...... . 1,012 3,153
Residential Drug-Free .............cooov . 699 11,403
Methadone Detox .........ooovviiiininiiiiniiiieea, 215 - 865
Outpatient DEtox. ..........ooevrvereeniienaienieeeeniiineenn 190 755

Total. .o 3,450 $19,816

Potential Carryover From 1990-91 To 1991-92. Due to the large
increases in federal funds the department has received over the last few
years, counties have rolled unspent funds over from one fiscal year to the
next. The department received $7.3 million from the counties in 1990-91
that was unspent in 1989-90. The department estimates that the carryover
from 1990-91 will probably be much smaller, although it will not know the
final amount until early 1991-92. The Legislature could specify with
Budget Bill language that these funds be distributed to the unfunded
waiting list treatment slots. Since only 16 of the counties currently have
these waiting list reduction grant programs, however, targeting the carry
over funds in this manner would affect counties differently.

Unbudgeted Federal Funds. The department advises that it has
additional federal funds which have been carried over from previous
years and are currently unbudgeted. The department advises that it is
saving these funds to cover the costs of department programs and
legislation signed into law in 1990 which requires the department to
spend funds in 1991-92 as well as 1992-93 and 1993-94. These funds could
be used to cover the waiting list slot costs in 1991-92, although it would
leave the department or future legislative priorities vulnerable in future
years if the department does not receive an increase in its federal ADMS
block grant.

Analyst’s Recommendation. Given the d1fﬁculty in establishing resi-
dential drug-free treatment programs and the greater flexibility in
expanding and contracting methadone programs, we recommend that
the department allocate the $2.5 million proportionally between counties
giving first priority for funds to nonmethadone programs. In addition, we
recommend the counties similarly prioritize the $5.4 million in county
subvention funds to the nonmethadone programs in their county. Lastly,
because the unbudgeted federal monies could fund the continuation of
the waiting list drug treatment slots, we recommend the department
report to the Legislature, prior to budget hearings, on the amount of
federal funds available to continue the WLRG treatment slots.
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Expansion of Treatment Services for Pregnant and Parenting Substance
Abusing Women

We recommend that the department report to the Legislature, prior
to budget hearings, on (1) the allocation process that will be used to
distribute alcohol surtax funds to the counties, (2) the specifics of the
prevalence study, and (3) in conjunction with the Department of
Health Services (DHS), the feasibility and costs of transferring the
certification of Medi-Cal drug treatment centers to the DADP from the
DHS. In addition, we recommend the adoption of Budget Bill language
redirecting any funds not spent for expanding treatment services for
pregnant and parenting women to the Waiting List Reduction Grant
Programs.

The budget proposes $25 million to expand treatment services for
pregnant and parenting substance abusing women. The amount consists
of $17 million from a proposed increase in the excise taxes on alcoholic
beverages and $8 million from federal Medi-Cal matching funds. The
administration estimates that its proposal to raise alcohol excise taxes,
which will require the enactment of legislation, will generate $190 million
in 1991-92. The DADP will receive $17 million of these new funds with
the rest of the monies being proposed for local health and mental health
programs. We discuss the revenue implications of the administration’s
proposal in Part II, The 1991-92 Budget: Perspectives and Issues. We
discuss the administration’s proposed expenditure. of the additional
alcoholic beverage tax monies on_local health- and mental health pro-
grams in our analyses of the DHS (Item 4260) and Department of Mental
Health (Item 4440).

The department’s proposal to expand treatment services for pregnant
and parenting women includes the following:

o . $23 million in local assistance funds to provide substance abuse
treatment for approximately 4,190 Medi—Cal—eligible women annu-
ally. :

o $1.8 million to fund a statew1de prevalence study to determme the
extent of alcohol and drug abuse among pregnant women. The study
would entail randomly testing pregnant women at delivery to

_ determine whether they have alcohol or drugs in their systems.

e $200,000 to fund four positions within the department to oversee this

expansion. '

The department advises that it initially proposed -using a request for
proposals (RFP) process to distribute the funds to the county offices of
alcohol and drug programs. Due to objections and concerns raised by
county alcohol and drug program administrators, however, the depart-
ment is now exploring with the administrators the options for distributing
the money. The department advises that all 58 counties will be eligible for
the funds and the department will fund the four major types of treatment
— residential treatment, intensive day treatment, outpatient drug-free
treatment, and methadone maintenance. Three of the four types of
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treatment,. residential is the exception, are eligible for Medi-Cal reim-
bursement. The department advises.that the budget currently schedules
all the funds as local assistance. We have been informed by the
Department of Finance that it intends to submit a budget -amendment
letter. to the Legislature which will reschedule approximately $2 million
of the alcohol surtax funds to cover the costs of the prevalence study and
the positions. The department advises that it will provide the workload
justification for the positions it will need to administer the expansion, as
well as the study at the time the budget amendment letter is submitted.
This proposal is in addition to the current Services for Pregnant and
Parentlng Women and Their Children Pilot Project. |

Proposal Has Substantial Merit. In the 1989-90 Budget: Perspectwes
and Issues, we examined the issue of substance-exposed infants and found
that the costs associated with these infants is substantial. In addition, we
recommended that the DHS conduct a one-time prevalence study to
determine the extent of maternal substance abuse.

The administration’s proposal to expand substance abuse treatment for
pregnant and parenting women is consistent with our findings and
recommendations. We believe that the administration deserves credit for
the proposal because by providing additional funds for treatment pro-
grams for these women, the administration may be preventing the state
from incurring additional costs. The department estimates that the
unmet need for these services is well above the amounts of service which
will be provided in this proposal.

‘We have three concerns about the proposal, however, that the
department needs to address in order for the Legislature to thoroughly
evaluate the proposal. We discuss these concerns below.

Proposal Needs More Detail. The department advises that because of
the short amount of time it had to develop the proposal, it has not been
able to provide the Legislature with the details of how the funds will be
distributed to the counties and the design of the prevalence study.
Therefore, we recommend that the department report to the Legisla-
ture, prior to budget hearings, on (1) the allocation process which will be
used to distribute the funds to the countles, and (2) the spe01flcs of the
prevalence study.

Program Implementation May Be Delayed ‘Due to the Medi-Cal
Certification Process. Although the department advises that the funds
will be provided statewide, only 25 of the 58 counties and 76 of the 410
drug treatment programs currently are part of the Medi-Cal system. In
order for counties to receive Medi-Cal funds for their programs, counties
must work with the DHS and develop accounting systems for these funds.
In addition, providers of Medi-Cal services must also set up accounting
systems and be certified by the DHS. The biggest obstacle in getting a
drug treatment Medi-Cal program started is the certification process.
Some counties report a six- to nine-month wait in receiving certification
site visits from the DHS.

We are concerned that the certlﬁcatlon by the DHS may result in long
delays in getting drug treatment centers and slots opened. In some
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instances, the federal government has waived its requirement that the
DHS be the agency that certifies Medi-Cal programs. For example, the
Department of Aging certifies its Medi-Cal adult day health care centers.
For these reasons, we recommend that the DADP, in conjunctlon with
DHS, report to the Legislature, prior to budget hearings, on the feasibility
and costs of transferring the certification of Medi-Cal drug treatment
centers to the DADP from the DHS. This issue will have policy and
workload implications for the DHS; thus, we make the same recommen-
dation in our DHS analysis (Item 4260).

Unspent Alcohol Surtax Funds Could Be Redirected to Waztmg List
Reduction Grant Programs. Although the department has emphasized
the urgency of getting the funds out to the counties in order to get
programs started, the department is' unlikely to spend the entire
$17 million in alcohol surtax funds in 1991-92. New programs will be
delayed, for reasons cited above as well the difficulties counties have in
convincing neighborhoods and local governments to approve new treat-
ment sites. On the other hand, currently existing women’s programs
which have sufficient room to expand facilities will be able to use these
new funds very quickly and begin serving women without much delay.
At this time, it is impossible to estimate how much of the $17 million will
go unspent during 1991-92 due to program delays. However, any unspent
funds could be redirected to other treatment programs, such as to cover
some of the Wa1t1ng List Reduction Grant (WLRG) Programs whose
funding will end in 199091 (we discuss the WLRG Programs earher in
this analysis).

Therefore, we recommend the adoption of Budget Bill language to
redirect any funds not spent for expanding treatment services for
pregnant and parenting women to the WLRG Programs. Specifically, we
recommend the following language in Item 4200-101-276:

The Department of Alcohol and Drug Programs and the Department
of Finance shall notify the Joint Legislative Budget Committee and the
Legislature’s fiscal committees by January 1, 1992, of its estimate of the
amount of funds appropriated in this item that will not be spent for
treatment services for pregnant and parenting women in 1991-92.
These funds shall be used to fund the Waiting List Reduction Grant
Programs funded in Item 4200-101-890 not sooner than 30 days follow-
ing the date of notification.

Summary of Analyst’s Recommendations. In summary, we recom-
mend that the department report to the Legislature, prior to budget
hearings, on (1) the allocation process which will be used to distribute the
funds to the counties, (2) the specifics of the prevalence study, and (3)
in conjunction with DHS, the feasibility and costs of transferring the
certification of Medi-Cal drug treatment centers to the DADP from the
DHS. In addition, we recommend the adoption of Budget Bill language
to redirect any funds not spent for expanding treatment services to
pregnant and parenting women to the WLRG Programs.
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l.egislcfivev Oversight — Community Drug-Free School Zones Program

The department received a poor response from the schools eligible to
participate in the program. As a result, less than half of the eligible
schools received funding.

In 1990-91, the department allocated $1.6 million for a new prevention
program titled Community Drug-Free School Zones (CDFSZ). The
CDFSZ Program was designed by the department to be a prevention
program centered at school sites but which works with the community.

The department released an RFP that specified seven program areas
that each proposal had to address, including parent and community
involvement, intervention programs for high-risk youth, employment
activities, and alternative activities to socializing with drugs. The RFP
specifically prohibited using the funds for purchase of drug education
curricula since schools receive other funds which they can use to
purchase curricula.

Because of the lack: of drug-specific data, the department used state
Department of Education data to select the 10 most at-risk high schools
in Los Angeles County and the 10 most at-risk high schools in other parts
of the state. These 20 schools were then eligible to apply for the 8 CDFSZ
grants, of which 4 would be awarded to schools in Los Angeles County
and 4 to schools in other parts of the state.

Schools Score Poorly on the Request for Proposals. The department
held a bidders’ conference and paid for each high school to send two
representatives to the conference. Of the 20 schools eligible to apply for
grants, which ranged from $300,000 to $500,000, only 13 applied. Of the 13
which applied, only 8 scored above the department’s minimum scoring
requirement of 70 percent. Ultimately, the department awarded six
grants — two in Los Angeles County and four in other parts of the state.

Schools Are Reluctant to. Work With the Community. The depart-
ment advises that several schools did not apply because they did not want
to work with the community and parents, and because they only wanted
to use the funds for purchase and implementation of drug education
curricula.In the 1990-91 Budget: Perspectives and Issues, we reviewed the
research on drug prevention programs and found that curriculum-based
prevention programs have not been shown to be effective. Instead, we
found community-based programs and programs focused on. high-risk
youth to be much more promising. For this reason, we beheve that the
department’s CDFSZ Program design is sound.

The Department Proposes to Expand the CDFSZ Program in Budget
Year. The budget proposes $5.7 million to expand the CDFSZ Program
from its current 6 school sites to12 in 1991-92. The department proposes
to award four of the additional grants.to high schools within Los Angeles
County and two to schools in other parts of the state. The department
advises that it will provide more technical assistance to the: schools
applying during this second round to generate a hlgher response rate and
better designed proposals.
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Legislative Oversight — Department’s Prison/Parolee Drug Treatment
Program to Begin March 1, 1991 ‘

The treatment program for inmates and parolees established in the
1990 Budget Act is being implemented consistent with legislative
direction.

The 1990 Budget Act included language requiring the department to
use $1 million for two, two-year pilot projects targeted to provide
treatment services to prison inmates and parolees. The Legislature
specified that it wanted the department to work with the Department of
Corrections (CDC) in designing a program similar to the programs at the
Richard J. Donovan Correctional Facility (San Diego) and San Quentm
State Prison.

The department entered into an interagency agreement with the CDC
in January 1991 to serve 360 inmates at the California Institution for
Women (CIW) at Frontera. At the time this analysis was prepared, the
CDC was reviewing proposals to select a contractor for the prison-based
drug treatment program. The CDC estimates that the program will begin’
on March 1, 1991. In addition, the DADP is contrz.ting - with four
surrounding counties to provide community-based drug treatment serv-
ices to some of the inmates as they complete the prison treatment
program and are paroled into the community. The DADP advises that
the community-based services will be operating by July 1, 1991.

We will continue to monitor the department’s progress and report to
the Legislature as appropriate. ,

Legislative Oversight — Program Accountability System

Consistent with legislative direction, the DADP has established a
Program Accountability Task Force to advise the department on

performance standards for treatment programs. The department is:

deciding on the direction and mandates for the task force.

In the Analysis of the 1990-91 Budget Bill, we recommended that the
department develop a system to identify exemplary.alcohol recovery and
drug treatment programs. We were concerned that the department, as
the state’s oversight agency for treatment programs, was not fulfilling its
role in furthering treatment program development at the state level in
much the same way the federal government has done. In response to our
concerns, the department submitted a budget amendment letter propos-
ing to establish a program accountability system. The proposal was
designed to also meet the federal government’s growing concern over
program accountability. The Legislature adopted language in the Sup-
plemental Report of the 1990 Budget Act directing the department to
report to the Legislature by January 1, 1991 on the baseline information
it had collected, its plans for development of a statewide program
effectiveness evaluation and accountability system, and -the status of
federal requirements and guidelines. The report was submitted on time.

Department Needs To Provide More Direction to Task Force. The
department reported that it plans to {1) work with the county offices of
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alcohol and drug programs to identify exemplary programs and deter-
mine if they are replicable, and (2) establish a Program Accountability
Task Force to advise the department on the development and adoption
of model performance standards and data collection systems.

The Program Accountability Task Force will be comprised of service
providers, county drug and alcohol agency representatives, research
organizations, and others. The department lists a wide range of 20 issues
which the task force will address. This list appears to be a list of the most
crucial issues involved in establishing a statewide program effectiveness
evaluation and accountability system. At the time this analysis was
prepared, the department advised that it is in the process of deciding
what direction and mandates it will give the task force.

An Overview of the Public Drug Treatment Sysiem

For the past several years, drug use and abuse have been of s1gn1f1cant
concern to the Legislature. In order to assist the Legislature in under-
standing drug treatment, we have prepared the following overview of the
public drug treatment system. In this analysis, we (1) describe the public
drug treatment system in California, (2) describe the types of treatment
funded and the characteristics of clients served, (3) examine the recent
growth in drug treatment services, and (4) review the research literature
on the effectiveness of drug treatment.

California’s Public Drug Treatment System

The public drug treatment system provides publicly funded drug
treatment to indigent drug addicts. In addition to public programs, there
are private drug treatment centers which are available to the general
public for a fee. The only interaction the DADP has with the private
system is in licensing some of the programs.

The Current System Emphasizes Local Control. The DADP oversees
California’s public drug treatment system, but the counties administer
the programs and make the crucial decisions about what types of
programs are provided. Most counties do not provide services directly,
but instead contract out to providers. The department subvenes state and
federal block grant funds to the county offices of drug programs and in
return requires the county offices to submit county plans which outline
the counties’ plans for spending the funds. State law specifies the
planning process counties must go through in developing their plans.
State law is clear in emphasizing that the decisions regarding drug
treatment programs are to be local decisions. The DADP only provides
the counties with suggested priorities for treatment. For example, the
department has in recent years “encouraged counties to consider pro-
grams” targeted to women.

Counties Dzﬁer In the Types of T reatment They Fund. The result of
local control is that counties differ in the types of treatment they fund.
Chart 1 shows the types of treatment funded in four counties and
statewide on October 31, 1990. As the chart shows, there are substantial
differences in services between counties. For example, although 57
percent of the public slots funded statewide are outpatient drug-free
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treatment slots, in Alameda County only 2 percent of the public slots are
outpatient drug-free. From our visits to counties we learned that there
are several reasons behind these county differences. Some of the
difference is due to the particulars of the county, for instance several
counties have had great difficulty in recent years getting residential sites
approved by local governments and communities, while other differ-
ences are due to the different philosophies of the county or the drug
administrator.

Types of Drug Treatment

Outpatient drug-free
| [__] Methadone maintenance

.Counties Differ In The
Types Of Treatment They Fund |

Residential drug-free

- Other

Percent of total

slots funded
100
80
60

40

20

Statewide Alameda - LosAngeles Sacramento SanDiego

Source: Drug Abuse Treatment Access Report, January 22, 1991, Department of Alcohol and Drug
Programs. Public treatment slots funded on October 31, 1990.

The department advises that counties generally try to provide a
continuum of services—a variety of different types of drug treatment
programs, because clients may prefer or need different types of treat-
ment. ’

Public Drug Treatment Programs are Open to All, But Accessible to
Few. Publicly funded drug treatment programs are open to the public
and use a sliding fee scale to charge fees. The department estimates that
in 1990-91, programs will collect $7.7 million in client fees. In addition,
programs receive other public funds, such as AFDC payments from
women with children who are eligible to receive treatment.

Although programs are open to the public, the existence of long
waiting lists makes the programs extremely difficult to enter. Waiting lists
have existed for many years; the department first documented their
existence in 1987. The DADP reports that there were 5,718 people on
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waiting lists on October 31, 1990-a figure that is consistent with other
figures reported earlier in the year.

The Modalities of Drug Treatment ‘

As noted above, county offices of drug programs fund several different
types, or modalities, of treatment. Table 6 shows these different types of
treatment, annual cost per slot, the average length of stay in treatment by
type, and the percent of total admissions. -

Table 6

Department of Alcohol and Drug Programs
Types of Publicly Funded Treatment In California

Annual Cost  Average Days Percent of Total

Per Slot in Treatment, Admissions,
Types of Treatment 1991-92° 1989-90" 1989-90*
Methadone Detox.........ccovvvveiiinniannnnns $4,023 14 : 51.3%
Methadone Maintenance ...................... 2,593 309 111
Outpatient Drug-Free...................oi0. -3,116 117 25.0
Residential Drug-Free.......... s 16,313 94 93

Other........oovimiiiins s - 49 ‘ 32

an List Reduction Grant program estimates for 1991-92, DADP.

b Most recent data available from California Drug Abuse Data System, DADP.

Includes day treatment, residential detox, and outpatient nonmethadone detox. Costs for these
programs vary from $6,292 to $16,313.

Methadone Detox and Methadone Maintenance. Methadone pro-
grams use oral doses of methadone, a synthetic narcotic drug, to
withdraw and maintain opiate users—primarily heroin addicts. Metha-
done detox programs provide methadone in smaller and smaller doses as
addicts detox from their heroin habit over a 21-day period. Methadone
maintenance programs take clients who have been detoxed and provide
dally methadone doses as well as counseling and other supportive
services. Methadone programs, as in all types of drug treatment, use
random drug testing to determine a client’s progress in the program. The
state licenses and regulates all methadone programs, and unlike other
types of treatment, requires the participation of a physician to oversee
the clients’ conditions and prescribe the doses of methadone.

Maintenance programs make it their primary goal to reduce criminal
behavior and return the client to a productive life. Their main goal is not
to eliminate all drug use, since methadone is a drug. Instead, mainte-
nance programs treat chronic heroin use as a health disorder, similar to
the way lithium chloride is provided on a long-term maintenance basis to
individuals suffering from chronic mood disorders. State regulations
require addicts have at least two years of an addiction history and at least
two failures in other drug treatment programs before they are allowed to
participate in a methadone maintenance program. Since 1986, the state
has allowed methadone programs to apply for waivers to admit clients
with only one year of addiction history and one treatment failure. This is
because heroin addicts are predominately intravenous. drug users
(IVDUs). In 1989-90, 96 percent of the heroin admissions were IVDUs,
and IVDUs are at high risk of contracting HIV — the virus that causes
AIDS, through the use of contaminated needles. -
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Residential Drug-Free. Residential drug-free programs are designed
to completely change clients’ lifestyles. Clients live in program facilities
and are engaged in a highly structured program in which their days are
completely planned. These programs rely on the use of program gradu-
ates as peer counselors, and create an atmosphere where the clients are
counseling one another Clients’ progress in the programs are closely
followed and they progress through stages that are clearly demarcated.

Outpatient Drug-Free. These programs emphasize counseling and do
not include medication as part-of the treatment program. For these
reasons, they serve a variety of drug users whose addiction is not serious
enough to need a 24-hour program. These programs vary in the amounts
of individual and group counseling they provide. Some of these programs
are no more than drop-in centers, while most are structured programs
where clients are required to meet on a regular basis.

Other Types of Drug Treatment Programs. Other types of treatment
include outpatient detox, residential detox, and day treatment. All are
nonmethadone programs and are variations on the models described
above.

Characteristics of Drug Treatment Clients

The DADP collects data on clients admitted to and discharged from
drug treatment programs. The data indicate for example, that drug
treatment clients are not casual users and tend be older because most do
not seek treatment until their drug use has negatively affected them
several times. For example, the DADP reports that of clients admitted to
treatment in 1989-90, 71 percent were using drugs more than once daily
before treatment, 59 percent were 31 years of age or older, only
27 percent were employed, and 18 percent were referrals from the
criminal justice system. Characteristics of drug treatment clients also vary
between couinties. For example, San Diego had only 6.3 percent of its
admissions as criminal justice referrals while Santa Clara had 34 percent
criminal Justlce reférrals. However, in Sarita Clara only 53 percent of 1ts
admissions were IVDUs, whereas San Diego had 82 percent.

The DADP also reports that 38 percent of the admissions in 1989-90 had
from one to'three prior admissions to drug treatment programs, and
34 percent had more than three prior admissions. Theseé numbers
illustrate the relapsing nature of drug abuse and the nature of methadone
maintenance programs. For example, of the clients who had been
previously admitted to drug treatment programs more than three times,
92 percent were in methadone programs. ’

Funding and: Admlsslons To Drug Trecimenf Programs Increase
Dramatically In Recent Years

As Chart 2 shows, the funding and admlssmns to drug treatment
programs - have increased dramatically in the last few years. Before
1988-89 the funding for drug treatment was relatively stable. Funding
increases since 1988-89 are due to an increase in federal funds. General
Fund expenditures have been relatively stable and ‘will probably de-
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crease in 1991-92 due to the trigger-related reduction discussed earlier.,
The chart shows that as funding has increased, admissions have increased
accordingly. We estimate that the public treatment system will admit
approximately 156,387 clients in' 1990-91. Due to the department s
proposal to use alcohol surtax funds to expand treatment services to
pregnant and parenting women, we estimate that state funding for drug
treatment will increase from $105 mllhon in 1990-91 to approximately
$114 million in- 1991-92 :

Chart 2 ‘ S -
Fundmg And Admlssmns For Drug Treatment

Increase Dramatically In Recent Years
1985-86 through 1990-91 :

" Treatrentfunds . . Admissions
(in millions) N (inthousands)
$1607 i : 160

120 [ Funds 120

85-86 . .86-87 87-88 88-89 8990 90-91

Source: Depanment of Alcohol and Drug:-Programs and LAO estimates.

New Funds Have Expanded NonMethadone Programs. From 1987-88
through 199091, the department reports that the number of outpatient
drug-free prowders increased from 156 to 196, or 26 percent, while the
number of residential drug-free providers increased from 63 to 101, or 60
percent. On ‘the other hand, the number of methadone prov1derS~
increased only 2 percent..This data, however, does not reflect program
expansions by existing prowders which may have received new money'
during these years. This may. account for the seermngly flat growth in
methadone programs. -

The Unmet Need For Drug T reatment Is Dzﬂ" cult To Estimate. It is
difficult to estimate the level of unmet need for treatment because data
are not available indicating (1) the number of addicts in the state who
need treatment, and (2) the number of addicts who would seek
treatment if it were available. The existence of the waiting lists in almost
every county is evidence of the additional need for treatment, but the
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waiting list numbers cannot be used to estimate unmet need because
they only capture those addicts who sought treatment and agreed to be
placed on the list.

The Need For Treatment Appears To Be Growing. The department
advises that the waiting lists are increasing. The department theorizes as
more programs open, the word gets out on the street that treatment is
now available, and those addicts who previously did not seek treatment
because of waiting lists have started to seek it now. Another indication of
the growing need for treatment is seen in the Drug Abuse Warning
Network (DAWN) data. The DAWN collects data from hospitals and
medical examiners on the number of times drugs are reported or
mentioned in emergency rooms in certain metropolitan areas throughout
the United States. Chart 3. shows preliminary data by the RAND
Corporation for cocaine-related emergency room patients in the City of
Los Angeles. As the chart shows, in 1985 most of the cocaine-related
emergency room patients said they used cocaine for recreational or other
psychic effects, but by 1986 and increasing through 1989, the majority of
patients replied that they used cocaine because they were dependent
upon it. In addition, from 1985 to 1989, cocaine-related emergency room
episodes increased 178 percent. Thus, over the four-year period, the
number of emergency room episodes increased and the percent of those
individuals who were dependent on cocaine also increased.

Chart 3

More Cocalne Users Have Become Dependent

City of Los Angeles, 1985 __thr0ugh 1989

Reason Given For
. Cocaine Use

Recreational or other
~ psychic effects

- Dependence

Percent of cocaine-related
emergency room patients

SOT

85 86 87 88 89

Source: - The RAND Corporatlon preliminary results of the exploratory analysis of the Drug Abuse
Warning Network data, January 1991.
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In comparison, the DAWN data show that heroin use habits have been
fairly stable. In Los Angeles in 1985, 11 percent of the heroin-related
emergency room patients replied that they used heroin for recreational
and other psychic effects and 78 percent used it because they were
dependent upon it. In 1989, 9 percent used heroin for recreational and
other physic effects, whereas 84 percent used it because they were
dependent upon it. These data appear to show that in contrast to the
dependency change in users of crack cocaine, heroin has been a
dependent drug throughout the survey period.

Does Treatment Work?

Research on the effectiveness of drug treatment is not expansive,
however, many small studies have been conducted over the years as well
as two large-scale, multi-site federally sponsored studies. The Drug Abuse
Reporting Program followed clients who entered drug treatment pro-
grams in 1969 through 1974 for 12 years. - The Treatment Outcome
Prospective Study (TOPS) followed clients who.entered drug treatment
programs in 1979 through 1981 for up to five years.

Treatment Substantially Reduces Use Among Heroin Addicts. As
Chart 4 shows, regular (daily or weekly) heroin use declined substantially
among methadone treatment clients one year after treatment and held
for three to five years after treatment. For example, about 64 percent of
the .methadone maintenance clients who stayed in treatment at least

Chart-4:

Time In Treatment Has Significant Effect
On Regular Heroin Use:

Methadone treatment
clients using heroin
regularly

80%

Time in Treatment

Less than 3 months

éo - - More than 3 months
40

20

1 year 1 year after 3-5 years after
before entering - treatment treatment
treatment

AClients entering treatment 1979-81. Regular heroin users are defined as daily or weekly heroin users.
Source: Drug Abuse Treatment A National Study of Effectiveness, Research Triangle Institue 1989.
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three months reported that they were regular heroin users one year
before entering treatment. Only about 17 percent were regular users at
the one year and three- to five-year follow-ups. In addition to the data
shown in Chart 4, the TOPS also found similar declines in heroin use
among clients in residential and outpatient drug-free treatment pro-
grams. Although heroin addicts were the main type of user followed in
the TOPS, the study found that drug use also declined for other drug
users. :

Time Spent In Treatment Strongest Predictor of Success. Research has
repeatedly shown that the strongest predictor of success is time spent in
treatment. Chart 4 shows the different outcomes of those who stayed in
treatment less than three months, and those who stayed more than three
months. Clients who stayed longer than three months in treatment had
significantly lower drug use levels at follow-up. For example, for those
clients who stayed less than three months in methadone treatment, the
percentage of regular heroin users dropped from 65 percent to 31
percent at the one year follow-up. In contrast, for the clients who stayed
longer than three months in treatment, the percentage of regular users
dropped from 64 percent to 17 percent. Demographic and background
factors appear to have relatively little effect as predictors of success,
although pretreatment drug use patterns appear to have some predictive
effect. Chart 4 makes a distinction at three months because several
studies have identified that as the turning point — clients who stay at
least three months in treatment do considerably better than those who
drop out before three months. |

Treatment Also Reduces The Severity of Drug -Use Patterns. The
TOPS also reported that for those who stayed in treatment at least three
months, the severity of their drug use patterns were reduced. For
example, among clients who had more extensive drug use patterns the
year before entering treatment (such as heroin or other opiates),
three-fourths shifted to a less complex pattern of abuse (such as using
amphetamines or minimal use of any drug).

Research Strongly Supports Methadone Maintenance. Of all the types
of treatment, methadone maintenance has been:the most closely studied
and been repeatedly shown to reduce drug use and criminal behavior.
Controlled experiments have shown that there was a statistically signifi-
cant reduction in drug use and criminal behavior among persons who
received methadone. In an experiment of California’s methadone pro-
grams, researchers showed that before the introduction of methadone
programs into California in 1971, addicts who were released from the
Department of Corrections’ Civil Addict Program exhibited two types of
responses. A proportion of them no longer used drugs and a proportion
started using again immediately upon release. With the introduction of
methadone programs in 1971, the researchers observed that many of the
users entered methadone programs and had significantly lower drug use
and criminal activity than those who did not enter a methadone program.
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Drug Treatment Reduces Criminal Activity. As Table 7 shows, the
TOPS findings proved consistent with previous research which found
that drug treatment reduces criminal activity while clients are in
treatment and following treatment. The data show that the proportion of
clients involved in predatory crimes dropped substantially: while the
clients were in treatment, rose immediately following treatment, and fell
again in the succeeding years.

Table 7

Department of Alcohol and Drug Programs
Treatment Outcome Prospective Study
. Treatment Clients Involved In Predatory Crimes
Clients Entering Treatment 1979-1981

1 Year Before During 3 Months After  3-5 Years After

Types of Treatment : Treatment Treatment . - Treatment  Treatment
Methadone ...............oveie e 31.8% 9.8% 18.8% 162%
Residential..............cooeveinine . 60.9 3.1 25.2 19.8
Outpatient Drug-Free ............ 330 94 11.0 76

Criminal Justice Clients Do As Well, If Not Better In Treatment. The
TOPS also looked specifically at clients who were involved in the criminal
justice system, for.example those clients on parole or probation. The
study found that the criminal justice clients tended to be younger and
had less serious drug abuse patterns than other clients. Perhaps because
of these characteristics, the study found that the criminal justice clients
did as well, if not better than other clients in reducing their substance
abuse. In addition, criminal activity for these clients also decreased
substantially while they were in treatment.

Conclusions

The state has dramatically increased its spending on drug treatment
programs in recent years, due to increases in federal funds. However,
long waiting lists for treatment still exist in most counties. There is
substantial research showing that drug treatment reduces drug use and
criminal activity among drug treatment clients. The data show that the
greatest indicator of success is the time spent in treatment. In addition,
the research shows that those treatment clients involved in the criminal
justice system do just as well, if not better than other clients in reducing
their substance abuse.
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CHILD DEVELOPMENT PROGRAMS ADVISORY COMMITTEE
Item 4220 from the General "

Fund B ' Budget p. HW 40
Requested 1991-92........... eemeeses et esene e $259,000
Estimated 1990-O1 ........ooiiirererecrereeerenresmnsissssesasessesssssinsonens 257,000
Actual 1989-90 ...ttt 244,000

Requested increase $2,000 (+0.8 percent)

Total recommended reduction........coceoeevveeiieieveeneecrereseceessenns None

GENERAL PROGRAM STATEMENT

The Child Development Programs Advisory Committee (1) reviews
and evaluates the effectiveness of child development programs and the
need for children’s services and (2) provides policy recommendations to
the Governor, the Superintendent of Public Instruction, the Legislature,
and other relevant state agencies concerning ch11d care and develop-
ment.

“The 27-member committee is staffed with 3. 5 personnel-years in the
current year. .

ANALYSIS AND kEcoMMENDATIONs .

We recommend approval.

The budget proposes total expendltures of $259 000 from the General
Fund for the committee’s support during 1991-92. This amount is $2,000,
or 0.8 percent, more than estimated current-year expenditures, and is
sufficient to maintain current-year service levels.

DEPARTMENT OF HEALTH SERVICES
Item 4260 from the General

Fund and various funds . ' K Budget p. HW 42
"Requested 1991-92..........coverirnrnreneerrrrensesensesnsessssesesseesens $13,256,066,000
Estimated 1990-91.........c.cooieeeeiccieccetereeesesre e evens 11,125,713,000
Actual 1989-90..........ccooevvvereveenenen, ettt et s bensnnes 9,760,982,000
Requested increase $2,130,353,000 (+-19.1 percent)
Total recommended reduction...........cocooovevieiceinenerercennnens 11,292,000
Recommendation pending...........cceovveeevcvnreersreseressesceanens 11,307,395,000

Recommended reversion ... cieenerencnneereeseseseans 6,900,000
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1991-92 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
49260-001-001—Department sapport General $170,113,000
4260-001-014—Department support Hazardous Waste Control 8,958,000
] Account . .
4260-001-044—Department support Motor Vehicle Account 352,000
4260-001-129—Department support Water Device Certification Spe- 118,000
cial Account
4260-001-135—Department support AIDS Vaccine Research and 206,000
Development Grant
4260-001-137—Department support Vital Records Improvement 1,719,000
Project
4260-001-164—Department support Outer Continental Shelf Land 210,000
Act Revenue
4260-001-177—Department support Food Safety ) 3,522,000
4260-001-179—Department support Environmental Laboratory Im- 1,940,000
i provement
4260-001-203—Department support Genetic Disease Testing 38,904,000
4260-001-227—Department support Low-Level Radioactive Waste 1,342,000
' Disposal
4260-001-231—Department support Health Education Account, Cig- 1,464,000
arette and Tobacco Products
Surtax (C&T)
4260-001-232—Department support Hospital Services Account, 1,268,000
C&T
4260-001-233—Department support Physician Services Account, 428,000
. : C&T
4260-001-234—Department support Research Account, C&T 1,733,000
4260-001-236-—Department support Unallocated Account, C&T 899,000
4260-001-302—Department support Large Water Systems Account 4,002,000
4260-001-335—Department support Registered Environmental 269,000
. Health Specialist .
4260-001-455—Department support Hazardous Substance Account 5,902,000
4260-001-478—Department support Mosquitoborne Disease Surveil- 36,000
e _lance Account
4260-001-693—Department support - Disproportionate Share and 109,000
' Emergency Services
4260-001-823—Department support California Alzheimer’s and Re- 588,000
lated Disorders Research
4260-001-890—Department support Federal 116,633,000
4960-001-500—Department support Local Health Capital Expendi- 17,000
ture Account
4260-002-942—Department support Health Facilities Citation Penal- 500,000
. ties Account
4260-005-890—Department support Federal—special projects 108,877,000
4260-005-900—Transfer to the General Fund Local Health Capital Expendi- (2,474,000)
‘ ' : ture Account
4260-007-890—Department support Federal—flow through to other 18,989,000
departments '
4260-011-014—Department support-—toxics Hazardous Waste Control Ac- 40,055,000
: ' count .
4260-011-455—Department support—toxics Hazardous Substance Account 29,680,000
4260-011-890—Department support—toxics Federal 20,070,000
4260-012-455—Loan to the Hazardous Waste Hazardous Substance-Account (3,600,000)
Control Account
4960-012-826—Transfer to the Hazardous Sub- Superfund Bond Trust (7,238,000)
stance Cleanup Fund
4260-015-455—Department support—toxics Hazardous Substance Account 5,375,000
4260-101-001—Medi-Cal local assistance General 5,308,929,000



518 / HEALTH AND WELFARE Item 4260

DEPARTMENT OF HEALTH SERVICES—Continued

4960-101-693—Medi-Cal local assistance Disproportionate Share and 14,944,000

-~ Emergency Services

4260-101-890—Medi-Cal local assistance - Federal 5,741,209,000

4260-103-890—Medi-Cal refugees Federal 19,865,000

49260-111-001—Public health local assistance General 516,265,000

4260-111-137—Public health local assistance "Vital Records Improvement © 300,000

Project
4960-111-890—Public heaith local assistance Federal : 245,564,000
4260-492—Reappropriation Items 4260-011-710 and 4260- —_
- 012-710, 1988 Budget Act
Control Section 23.50—Support State Legalization Impact As- 3,259,000
sistance Grant (SLIAG)

Control Section 23.50—Local assistance SLIAG : 350,096,000

Pending legislation— public health local assist- ©~ Health Education ‘Account, 72,825,000
ance C&T

Pending legislation— public health local assist- ~ Hospital Services Account, 149,565,000
ance ' C&T .

Pending legislation— public health local assist-  Physician Services Account, 28,416,000
ance C&T o

Pending legislation— pubhc health local assist- - Unallocated Account, C&T 80,160,000
ance :

Welfare and Institutions Code Section 16709 County Medical Services Pro- 1,999,000
' i ' gram Account :

Ch 376/84 Superfund Bond Trust 5,194,000

Reimbursements — 131,895,000

Family repayments — 1,303,000
Total $13,256,066,000

/ : Analy$i3
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page

Department Support -

1. Unallocated Reductions. In 1990-91 and 1991-92, the depart- 528

ment’s proposal to allocate a $4.5 million reduction will
result in a loss of $1.8 million in federal Medi-Cal funds and
unknown General Fund costs. Recommend that the depart-
ment report prior to budget hearings on its criteria for
allocating the $4.5 million reduction and its proposal for
allocating an additional $25.3 million unallocated trlgger-
related reduction in 1991-92.

. Budget Structure Changes Due to CALSTARS. To increase
the Legislature’s oversight ability over the Department of
Health Services (DHS), recommend that the Legislature
“adopt supplémental report language (a) stating legislative
intent that, by 1993-94, the department increase the number
of program categories in the Budget Bill and (b) requiring
the department to submit to the Legislature, by March 1,
1992, its proposal to do this.

. Fee Collections. Recommend the adoption of supplemental
report language requiring the department to report, by
December 15, 1992, on the actual costs and revenues col-
lected for each fee-supported program for 1991-92, to ensure
that fee revenues for 56 programs fully support costs.

533

536
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4. No Expenditure Plan for Proposition 99 Support Funds. - ‘537
Withhold recommendation on $4.1 million from. the Ciga-
rette and Tobacco Products Surtax Fund proposed for -
Proposition 99 support activities, because an expenditure
plan will not be available until this spring.

5. Contract Information. Withhold recommendation on 538
$62 million in proposed contracts for departmental support
activities.

Licensing and Cerhflcahon :

6. Survey Workload. Recommiend that the department provide 538 -
detailed information to the Legislature prior to budget
hearings: on" the costs of conducting new federal nursmg
facility surveys.

7. Transfer .Certification of Drug Treatment Centers to the 540
Department of Alcohol and Drug Programs (DADP). Rec-
ommend that the department; in conjunction with the
DADP, report prior to budget hearings on the feasibility and
costs of transferring the certification of drug treatment
centers from the DHS to the DADP.

Public Health ' - .
8. Proposal to “Realign” ‘State .and Local Responsibility for 550
County Health Services. The amount of funding at stake in
the proposed “realignment” of AB 8 county health services
is up to $1 billion annually — significantly more than the AB
8 funding alone. The programmatlc impact depends on
whether counties continue voluntary funding of these serv-
ices. Recommend that the department report at budget
hearings on the proposal’s specific details, including how it
addresses major policy questions. :

9. Local Health Services (LHS) Program. The admlmstratlon s 555
proposal to “realign” the LHS program may significantly
affect 12 small rural counties’ ability to provide public and
environmental health services. Recommend that the depart-
ment report at budget hearings on (a) its specific proposal
and (b) the feasibility of continuing the program. :

10. Proposed Elimination of Clinic Funding for Services to 558
Newly Legalized Persons. The proposed elimination of State -
Legalization Impact Assistance Grant (SLIAG) funds for
clinic services provided to newly legalized persons may pose
significant problems for clinics and reduce access to services.

To the extent the Legislature adopts the proposal, however, -
recommend a technical conforming reduction of $200,000 in
SLIAG funds for state operations.

11. Comprehensive AIDS Resources Emergency (CARE Act of . 561
1990. Recommend that. the department report, prior to .
budget hearings, on (a) the amount of federal AIDS funding
the state will receive in 1990-91 and 1991-92, including CARE
Act funds and (b) its proposed allocation plan.

21—81518
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12

13.

14.

15.

16.

17.

18.

19.

AIDS Drug Subsidy Program. Recommend that the depart-
ment report, prior to budget hearings, on various issues
related to AIDS drugs, including cheaper ways to purchase
them.

Revised Request for Proposal (RFP) for AIDS Education

and Prevention Projects. Commend the Office of AIDS for
efforts to link study results with funding priorities and
improve effectiveness evaluations.

Additional Maternal and Child Health (MCH) Federal
Funds Available for Expenditure. Recommend the depart-
ment report by April 1 on-its plan for spending $4.5 million
in unbudgeted federal MCH funds and other carry-over
funds. Further recommend that the Legislature appropriate
the unbudgeted funds in the Budget Bill.

Three Million Dollar Reduction to MCH Programs. Recom-
mend “the department provide the fiscal committees, by
April 1, with (a) its plan for reducing MCH expenditures by
$3 million and (b) related informa tion as to why it chose to
apply the entire reduction to MCH programs.

Expansion of the Adolescent Family Life Program (AFLP).
The department has chosen not to implement Ch 720/90
(AB 2764, Roos), requiring it to request federal approval for
establishing targeted case management as a Medi-Cal ben-
efit at specified AFLP sites. Recommend the department
provide the legislative fiscal committees, by April 1, with
specified information so the Legislature can fund the statute
at no net General Fund cost. , ‘

California Children’s Services (CCS) Program Prior- Year
Funds. Add Item 4260-495. Recommend that the Legislature
revert $6.9 million in unused CCS funds to the General
Fund, thereby making them available for supporting other
legislative priorities. . .

CCS Program Enrollment Fees. Delete $407,000 from Item
4260-111-001. Recommend that the department provide the
legislative fiscal committees, by April 1, a contingency plan
for supporting the CCS Program and the Genetically Hand-
icapped Persons Program absent receipt of up to $3.1 million
in new reimbursements. Further recommend that (a) the
Legislature delete the counties’ $407,000 in- administrative
costs from the budget and put the appropriation in the bill
and (b) the department’s proposal include a restructuring of
the overall CCS Program administrative cost-sharing ratio.

$10 Million Augmentation for Family Planning. Recommend

the department report, by April 1, on its family planning -
expenditure plan. Further recommend that the Legislature -

Item 4260
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570
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adopt Budget Bill language specifying its priorities for
spending the $10 million. :

20. Department Proposes - Genetic Disease Testing Fundmg, 578
Switch. Withhold recommendation pending receipt of addi-
tional information on the proposal to support three genetic
disease programs from fees, including the actual amount of :
fee increases required and who should most appropriately
pay the fees. :

21. Immunization Program. Reduce Item 4260-005-890 by 582
$8,460,000. Recommend a reduction of $8,460,000 in federal
funds to reflect the department’s most recent estimates of .
federal funding for the childhood immunization program. - .

22. Tobacco Use Prevention Program. The budget proposes to 584
reduce funding for the Tobacco Use Prevention Program by
$69.5 million and redirect funds towards a new perinatal
insurance program. ‘

23. Laboratory Inspection Personnel. Reduce Item 426‘0-001- 585
001 by $334,000. Recommend a reduction of $334,000 (Gen- ’
eral Fund) and six personnel-years to inspect clinical labo-
ratory facilities because the department has not supported
its request.

24. Fee Adjustment Language. Recommend amended Budget 586
Bill language to correct proposed laboratory hcense fee
adjustment.

Toxic Substances Control

25. Future Funding of Toxics Program. The toxics program 589
revenues may not be sufficient to fund proposed site miti-
gation and hazardous waste management activities in 1991-

92. '

26. Department’s Failure to Submit Reports Reduces Legisla- 591
tive Oversight. Withhold recommendation on $41,295,000.
and 433 personnel-years, or 40 percent of the toxics budget,
from various funds, pending receipt of required reports.

27. State Shares Cleanup Liability for Stringfellow Hazardous 592
Waste Site. A recent judicial ruling requires the state to
share in the over $280 million in cleanup costs: for the
Stringfellow hazardous waste site. The timing and amount of
payments are unknown.

28. Budget Bill Language to Maintain Legislative Oversight. 594
Recommend adoption of the same language that was in-
cluded in the 1990 Budget Act requiring the department to
develop standards and guidelines prior to implementing the
proposed Integrated Site Mitigation Process.

29. Operating Expense and Equipment. Reduce Item 4260-011- 596
014 by $683,000 and Item 4260-011-455 by $508,000. Recom-
mend a reduction of $1.2 million from various. funds for
operating expense and equipment, because the department
has not justified its request.
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30. Department Will Not Recover Costs that Exceed Fees. 597
Recommend adoption of the same language as adopted in
the 1990-91 Budget Bill directing the department to collect
from responsible parties the costs that exceed fees paid,
which will increase revenues available for hazardous waste:
site cleanup. -

Medi-Cal

31.- May Estimates.- Withhold recommendation on $11.2 billion 603
($5.3 billion General Fund) requested for local assistance
under the Medi-Cal Program, pending review of revised
Medi-Cal expenditure éstimates to be submitted in May. -

32. 199192 Long-Term Care = Cost-of-Living Adjustment 610
(COLA). Recommend that in its May revision of expendi-
ture estimates; the department incorporate estimates of

_ costs resulting from long-term care COLAs.

33. Proposal to Reduce AFDC Payment. Budget does not reflect 611
savings that would result from the administration’s proposal
to reduce AFDC payment levels.

34. Dental Access Lawsuit. Budget does not reflect costs froma 611
dental access lawsuit that is in settlement negotiations.

35. Accrual Accounting. Budgeting Medi-Cal expenditures on 611
an accrual, rather than cash, basis will eliminate fiscal
strategies that distort the budget’s reflection of actual costs
and increase the uncertainty of the Medi-Cal estimate. :

36. Managed Care Proposal. The Legislature will face several 614
key policy issues in evaluating the department’s managed
care proposal. Recommend that the department report
during budget hearings on (a) its specific managed care
proposal and (b) its evaluation of case management pilot
projects. '

37. Drug Discount Program. The Medi-Cal drug discount pro- 617
gram may result in net costs. of about $2.5 million in both
1990-91 and 1991-92. In contrast, the program was originally
enacted because it was projected to achieve annual savings
of approximately $25 million General Fund. Recommend
that the department report, prior to budget hearings, on (a)
why the drug discount program has not yet resulted in net
savings to Medi-Cal and (b) information about a new federal
drug rebate program.

38. Nursing Reform Provisions of Omnibus Budget Reconcilia- 621
tion Act of 1987 (OBRA 87). Withhold recommendation on
the proposed increase of $15.1 million ($7.5 million General
Fund) to implement nursing facility provisions of OBRA 87. -
Recommend that the department report prior to budget
hearings on the status and potential costs of implementing
the OBRA 87 requirements.
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39. Beneficiary Copayments. The savings assumed in the budget 624
from requiring beneficiary copayments may be overstated.
and the proposal may also limit beneficiaries’ access to
services. Recommend that, prior to budget hearings, the
department. submit additional details on how it would
implement its proposal. ' '

40. Office of Family Planning (OFP) Augmentation. While the 627
proposed $10 million augmentation for the OFP has merit,
the related Medi-Cal savings will depend on- how the

- Legislature directs the department to spend the augmenta-
tion. The savings assumed for the budget year may be

- optimistic.

41. Outstationing Proposal. Recommend that the department 630
report prior to budget hearings on (a) how it plans to
expand its outstationing program to target both pregnant
women and children and (b) what funding level is required
to comply with new federal requirements.

42. Operation of Field Offices. The budget does not propose 634
sufficient staffing to continue existing procedures that con-
trol utilization of Medi-Cal services. Recommend that the
department report prior to budget hearings on (a) options
for controlling utilization -of Medi-Cal services without in-
creasing field office staff and (b) proposed work plans.

43. Catastrophic Health Insurance Program. The department’s 636
proposal to implement the Catastrophic Health Insurance
Program established by Ch 1401/90 (AB 373, Elder) is
unlikely to result in program implementation. Recommend
that the department, in conjunction with the Major Risk
Medical Insurance Board (MRMIB), report prior to budget
hearings on implementation of this program. : :

44. Budgeted Federal Reimbursements for Nursing Facility 638
Preadmission Screening. Reduce Item 4260-007-890 by
$900,000. Recommend a reduction in federal funds to reflect.
lower preadmission screening caseload and costs.

GENERAL PROGRAM STATEMENT

- The Department of Health Services has responsibilities in three major
areas. First, it provides access to health care for California’s low-income
population through the Medi-Cal Program. Second, the department
administers a broad range of public health programs, including (1)
programs that complement and support the activities of local health
agencies controlling environmental hazards, preventing and controlling
disease, and providing health services to populations that have special
needs and (2) state-operated programs such as those which license health
facilities and certain types of technical personnel. Third, the department
administers programs to regulate and control the use and disposal of toxic
substances. _

The department has a total of 5,241.6 personnel-years in the current
year.
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DEPARTMENT OF HEALTH SERVICES—Continued
OVERVIEW OF THE BUDGET REQUEST

The budget proposes expenditures of $13.3 billion from all funds for
support of Department of Health Services programs in 1991-92, which is
an increase of $2.1 billion, or 19 percent, above estimated current-year
expenditures. The largest proposed budget changes are a one-time
increase of $1.9 billion ($876 million General Fund) for the change from
cash to accrual accounting in the Medi-Cal Program and an increase of
$287 million ($142 million General Fund) for Medi-Cal caseload and cost
adjustments. The budget also reflects a decrease of $471.5 million
(General Fund) to eliminate state funding of AB 8 county health services
and transfer them to the counties and a decrease of $157.9 million in the
Cigarette and Tobacco Products Surtax F' und monies for various health-
related programs. ;

Table 1 shows the proposed budget by program category, for 1991-92
and the two prev1ous years.

Table 1
Department of Health Services
Expenditures and Funding Sources
- 1989-90 through 1991-92
{dollars in thousands)

oo Actual Est. - Prop. Change
Expenditures 1989-90 - 1990-91 1991-92 ~ Amount  Percent
State operations ‘ - :
Support — excluding toxics ............... $608,330  $708,407- $733,228  $24,821 3.5%
Support — toxics........ooeviiiiiiien 97,538 134,750 102,317 —32,433 —-24.1
Distributed departmental services— ‘ ’

BOXICS .t eeee i i -3819 —3,476 —3477 =1 —
Special projects — excluding toxics ......... 2,019,145 1,755,246 1,225,055 .- 530,191 -30.2
Public health local assistance ................ 7,039,791 8,530,786 11,224,225 2,693,439 . 31.6
Medi-Cal local assistance..................... — — 25982 925282 —

Totals ...vvven i $9,760,985 $11,125,713 $13,256,066 $2,130,353 19.1%
Funding Sources ‘ )

General Fund .........................cc0ee $4779,622 85123580 85995307 $871,727 17.0%
Federal funds ........................ Ly 3849568 4820407 6271207 1,450,800 30.1
Hazardous Substance Cleanup (Bond)

Fund...........ccoviiiiiiiiiiiiiinnnnn 849 21,858 — 21858 —1000
Hazardous Substance Account............... 3343 .. 39253 . 40582 1,329 S 34
Hazardous Substance Account, direct site , -

“eleanup ... — 5375 5375 f— —
Hazardous Substance Account responsible : ‘

PATHES. ..ol viiiiinis il 1,515 — - — =
Hazardous Waste Control Account....... - 44333 - 48358 49013 . 655 14
Hazardous Waste Management Planning . )

Subaccount ....... s e L0I5 2% — -2  —100
Hazardous Substance Site Operations and k

Maintenance Account................... 241 2502 — —2502 - -1000
Genetic Disease Testing Fund ............... 28,700 32,189 38,904 6,715 209
County Health Services Fund................ 1,199 2922 — =292 -1000
County Medical Services Program Account . 328 3,939 1999 —~1940 —493
Vital Records Improvement Project Fund... 329 5,507 2019 3488  —633

Local Health Capital Expenditure Account. 12 20 17 =3 =150
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State Legalization Impact Assistance

Grant .......cooviveeiieneniinneienniaisns 270,422
Health Education Account, Cigarette and

Tobacco Products Surtax (CGT) Fund. - 65322

Hospital Services Account, C&T Fund ...... 298,098
Physician Services Account, C&T Fund...... 81,213 .
Unallocated ‘Account, COT Fund............ 168,869
Research Account, CbT Fund............... 1,658
Large Water Systems Account Fund ........ =
Special Account for Capital Outlay......... 1500
Motor Vehicle Account........................ 333
Water Device Certification Special Ac-

COUNL. ... v i i S48

AIDS Vaccine Research and Development

Grant Fund........ Seeivevienes erererenas —195

Outer Continental Shelf Land Act Revenue
Fund...............0...cccciivin L -

Food Safety Fund............................ 812

Environmental Laboratory Improvement

Fund................icceeeninn. PRI 1,206
Electromagnetic Field Study Fund........ .. 198
Low-Level Radioactive Waste Disposal )

Fund..........oooviiiieiiiviiiin, —
Registered Environmental Health Specialist

Fund...... R PN SRPROPUPN 134
Mosquitoborne Disease Surveillance Ac-

COUNE. ...l iiiivenininiiiiiinnn v, 27
Emergency Clean Water Grant Fund ....... 330
Health Facilities Citation Penalties Ac-

COUNE....cocviviviiiiniiiiiiiiiinnininanns —
Disproportionate Share and Emergency

Services Fund.............0........... e —
California Alzheimer’s Disease and Related

Disorders Research Fund................ 698
Superfund Bond Trust Fund ................ : 512 .
Reimbursements.;.............c.cc.ouvuss o 15586 .

Other funds............c..cocooiiiininiin 928

390309 353355 -
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_3%694  -95

134,423 74289 60,134 —447
200092 150,833 . —49259 —246
59452 2884 30,608 -315

123842 8059 —43783 -34S
1658 L733 s 45
R 4002 - 4002 —
500 — . s —ino
344 352 8 23
118 118 — -
2005 06 —1799 897
- 20 210 -
3,993 3592 299 93
1850 1540 % 49
7 - -7 —1000
1140 1342 202 177
139 209 130 B5
% 3% 10 385
1944 — 184 —1000
— 500 500 —

65,940 15053 - -50887 - . 772

664 588 -7 —114

-3033 194 3227 1064

33811 131,895 98,084 290.1
1,303 L303 -

MAJOR ISSUES

™ The department’s proposal to allocate a $4.5

" million reduction among its programs will result in

(1) aloss of $1.8 million in federal Medi-Cal funds

and (2) unknown General Fund costs from reduced

activities designed to reduce Medi-Cal costs. In

addition, the department has not yet developed a

plan for allocating among its programs a $25.3
million unallocated reduction in 1991-92.
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DEPARTMENT OF HEALTH SERVICES—Continued
ANALYSIS AND RECOMMENDATIONS -

1. DEPARTMENT SUPPOR‘I‘

The budget proposes expenditures’for department support — exclud-
ing toxics — of $733 million (all funds) in 1991-92. These expenditures
account for 5.5 percent of the department’s budget. The Toxic Substances
Control Division has its own budget items, and support-for that division
is discussed separately in the analysis of this item. (Please see Section 4.)

The department proposes 4,296.2 personnel-years in the budget year
(excluding those assigned to toxics and special projects), a decrease of
29.9 personnel-years, or 0.7 percent, below the number authorized for the
current year. Table 2 shows the expendltures and personnel-years
proposed for department support by major program category

Table 2

Department of Health Services Support — Excluding Toxics
Expenditures and Personnel-Years — All Funds
1989-90 through 1991.92 .
{dollars in thousands)

Actual Est. - Prop. - _Change from 1990-91

Program : ~ 198990  1990-91  1991-92  Amount  Percent
Expenditures . . . S
Public health....................oooeniee $418,763  $517,042  $535993  $18,951 3.7%

Medical assistance.............coovvivveiins 130,111 139,719 144,084 4,365 A |
Licensing and certification ................ 36,954 44,461 - 46,287 1,826 4.1
Administration and Director’s office: - :
Direct administration.................... 22,502 7,185 - . 6,864 =321 | -—45
Distributed administration............... o (23423)  (50658)  (52210) @00~ -
Subtotals, administration and Direc- : i .
tor’s office......... e (49,925)  (57,843) = (59,074) S —— —
Special Projects ...........vererveerrenees. (251879) (317.216) (L12252) - —  _ —
Totals ...cooviinvnii i $608,330 - $708407 $733228  $24,821 - 3.5%
Personnel-years ‘ : T
Public health............................... 1,540.4 1,752.2 1,772.1 199 1.1%
Medical assistance . 14771 14429 14109 320 -22
“Licensing and certification’ 380.8 4208 43110 7 103 24
‘Administration and Director’s office...... 7734 7102 682.1 —-281 . —40
Totals ....covvneniniiiiiiiiiiinnns 41717 43261 - 42962 ~ -—-209 . —-07% -

Table 3 identifies the main components of the changes proposed in the -
department s support budget for 1991-92, excludmg toxics and special
projects. The request for 1991-92 is $197. 6 mllhon or 28 percent below
estlmated 1990-91 expendltures o
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"Table 3 -

. Department of Health Services. Support
Proposed 199192 Budget Changes
{dollars in thousands)

General CAll
e S » : Fund = -~ ‘Funds
1990-91 expenditures (Budget Act)............cooivveiiviernnenes $175,127 - $681,996
Adjustments, 1990-91:.. - : L i o :
Chaptered legislation ................coeeiniinnns, i . 5,485 8,166
Lyme disease reappropriation...........c...iceiiviiiiinnnn, 01 . 301
' AIDS vaccine reappropriation, Ch 1436/86 .................... 2,000 - 2,000
“ Retirement reduction.”.......000 JET —1,244 2,192
Control Section 23.5 — State Legalization Impact Assistance . - _ :
Grant (SLIAG). carry-over funds................... e L= : - =306
Employee compensation increase.................coovviiiinnns 3940 . 6,985
Board of Control adjustments ...............cocovviivninanns —53 —53
‘Medi-Cal funds to other departments..............coooien - 17,959
Alzheimer’s revenue reduction adjustment........... verieeen — ~174
Cytology labs.reversion................oocvvvnnne. Ve e =78, T8
Control Section 3.80 adjustment............ irererreieeieenaans _ 4323 _—6197
1990-91 expenditures (revised) ............ T TTI $181,155 $708,407
Adjustments, 1991-92: ' _ o
Eliminate chaptered legislation ... ............... i . =548 ~8,164
Eliminate Lyme disease reappropriation ...................... E =301 : -301
. Eliminate AIDS vaccine reappropriation, Chapter 1436 .:.:... —2,000 . . —2,000
- Eliminate one-time equipment............cocoveviiiengieennes —2,644 —2,980
_Augment for back Board of Control adjustment e 53 ©53
Augment for back cytology labs reversion................. [ 78 78
~Augment for SLIAG Control Section 23.50 adjustment ......: B : 306
*Special projects adjustrnent’ (federal and state) *.............. : - 206,024
‘Medi-Cal funds pass-through adjustment...................... — 1,030,
- Expiration of limited-term positions............... e —-494 —1,515
Expiration of limited-term positions, SLIAG...... P - —-5,513
Expiration of limited-term positions, Cigarette and Tobacco ‘ '
: Products-Surtax (C&T) Fund...............0.00 i ’ - T Hl8,184
- Full-year effect of 1990-91 costs ..............o.ocovinn S 255 ‘ 462
Prorata adjustment...............coiiiiin e - 2,272
"Reallocation of overhead and data processing costs ............ 411 —
Full-year effect of 1990- 91 employee compensatlon increases. 2,850 4,840
Citation penalties CCOUNT...........ccooieeeieiiiererseiiiann. A — 500
Alzheimer’s revenue reduction adjustment.................... — . 118"
Automated case management adjustment ....... e errerenee, -10. ; -20
Supplemental Food Program for Women, Infants, and Chil- o . N
dren adjustment ... [, - © 18130
Control Section 3.60 adjustment. e - : 54
- Control Section 3.80 adjustment.: ; “ : - ‘ . 86
Unallocated reduction................ e e S s —-3,858 —3858
Budget change proposals: » . o
Public health...........cco..ooviiiiniiiniiiienriienannse, ereee . —3,858 11,190
© Medical SSIStANCE. ...\ v rivn et e i iee e ’ 3961 2814
Licensing and certification ...............ooocviiiin — 1,825
Administration and Director's office ...............ccvvvnnne. — 1,356
1991-92 expenditures (proposed) .........ccoevviiiirireniiereines $170,113 $510,786
Change from 199091 expenditures (revised):
AMOUN. .-+ eeeeeeeeeeeeeeeeeeeeeeeees e eee et eerenee e —$11,042 —$197,621

Percent......cooviiiiiiiiiiii i e e —6.1% —-27.9%
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DEPARTMENT OF HEALTH SERVICES—Continuved
Legislature Needs Information on Unallocated Reductions

We find that in 1990-91 and 1991-92 the department’s decision to
distribute an unallocated reduction of $4.5 million among various
programs will result in (1) a loss of $1.8 million in federal Medi-Cal
funds and (2) unknown General Fund costs from reduced activities
designed to reduce Medi-Cal costs. In addition, the department has not
developed a plan for allocating among its programs a proposed $25.3
million unallocated reduction in 1991-92. Accordingly, we recommend
that the department submit to the fiscal committees, prior to budget
hearings, (1) the criteria used for allocating the $4.5 million reduction
and (2) a proposal for allocating among its programs the $25.3 million
unallocated reduction.

. The budget proposes expenditures of $6 billion from the General Fund
for implementation of DHS programs in 1991-92. This amount reflects a
reduction of $29.8 million as a result of (1) the continuation in the budget
year of an unallocated reduction made pursuant to Section 3.80 of the
1990 Budget Act and (2) an unallocated trigger-related reduction made
in lieu of the reduction that would otherwise be made pursuant to Ch
458/90 (AB 2348, Willie Brown).

Control Section 3.80 Reduction. Control Section 3.80 of the 1990
Budget Act authorizes the Director of Finance to reduce by up to
3 percent each General Fund support appropriation in the 1990 Budget
Act, except as specified. In the current year, the Director of Finance
1mp1emented Section 3.80 and reduced the DHS General Fund support
appropriation by $4.5 million, or approximately 2.6 percent. The budget
proposes to continue in 1991-92 the $4.5 million reduction in the DHS
General Fund support budget.

Table 4 shows the department s proposed allocation of the $4.5 million
General Fund reduction in 1990-91 and 1991-92, and the programmatic
effects of the proposed reduction. In additi_on to the programmatic
concerns identified in the table, we have two major fiscal concerns
regarding the department’s proposed allocation of the General Fund
reduction.

First, as shown in Table 4, the department s plan for allocatmg the
$4.5 million reduction will result in a reduction in services totaling
$6.3 million, or 40 percent more than the General Fund reduction. This
is because the department proposes to reduce Medi-Cal-related programs
that are partially funded from federal funds. Accordingly, the depart-
ment’s proposal to reduce Medi-Cal-related programs by $1.3 million
(General Fund) will result in an edditional loss of $1.8 million in federal
funds. ,
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Second, the department’s proposal to reduce Medi-Cal-related pro-
grams may result in unknown General Fund costs because the depart-
ment is proposing to reduce programs that: (1) protect against Medi-Cal
fraud, (2) negotiate with pharmaceutical companies for discounts for
drugs. prescribed by Medi-Cal providers, and (3) recover Medi-Cal
payments for services that should be paid from workers’ compensation
funds. These programs are designed to reduce the costs of the Medi-Cal
Program. To the extent that the department reduces these programs, the
costs of the Medi-Cal Program may increase.

Based on the detail of the department’s proposal, it seems clear that the
department did not consider the loss of federal funds or increased
General Fund costs in allocating the General Fund reduction among its
programs. However, it is not clear what criteria the department did use in
allocating the reduction. In order to provide the Legislature with the
information necessary to evaluate the merits of the department’s pro-
posed program reductions, we recommend that the department submit
to the Legislature, prior to budget hearings, (1) a description of the
criteria it used in its proposal for allocating the $4.5 million General Fund
reduction in 1990-91 and 1991-92 and (2) an explanation of how the
criteria were applied to proposed program reductions.

The Unallocated Trigger-Related Reduction. The budget proposes an
unallocated trigger-related reduction of $25.3 million in funding for the
department in 1991-92. This reduction is included in the proposed budget
in lieu of the reduction that would otherwise be made pursuant to Ch
458/90 (AB 2348, Willie Brown). At the time of this analysis, the
department could not identify (1) the criteria it will use in allocating
among its programs the $25.3 million reduction and (2) the specific
programs and amounts that it proposes to reduce. Without this informa-
tion, the Legislature has no basis to evaluate the programmatic or fiscal
effects of the proposed reduction.

Accordingly, we recommend that the department submit to the
Legislature, prior to budget hearings, a plan for allocating the $25.3 mil-
lion unallocated reduction among its programs including (1) the specific
programs it proposes to reduce, (2) the amounts it proposes to reduce
from each program, (3) the programmatic and fiscal effects of the
proposed reduction, and (4) the criteria used in allocating the proposed
reductions.



Table 4

Department of Health Services ‘
Proposed Allocation of “Section 3.80" Reduction in 1990-91 and 1991-92

Proposed Program Reduction

Preventive Health Services Program

1. Reduce or delay collecting and analyzing information on
birth defects in the Counties of Los Angeles, Riverside,
and Ventura.

2. Delay various epidemiological studies and risk assessments,
including analysis of epidemiological data on the McFar-
land childhood cancer cluster.

3. Eliminate funding for infant botulism study.

4. Reduce analysis of cancer registry data.

5. Eliminate technical assistance and contract management
for the dental health program.

6. Consolidate travel to more efficiently oversee AIDS con-
tractors.

Totals, public health services

Medi-Cal Program
1. Reduce financial audits and reviews of Medi-Cal providers.

(dollars in thousands)

General Federal
Fund

$328
245
o
3l

169

190

$1,413

Fund

A Total

Comments

— $328 Department could not identify effect of delay.

245

170

311

169

190

$1413

$684

Delay probably will be minor.

Study is to identify additional causes of infant botulism. In-
fant botulism has been identified as a cause of Sudden Infant
Death Syndrome.

Legislature has expressed concern in the past regarding the
low level of analysis of Cancer Registry data.

The Dental Health Program provides $1.6 million in local
assistance funds primarily to schools to promote dental hy-
giene. Proposed reduction will eliminate personnel to admin-
ister and oversee contracts, and provide technical assistance.

General Fund savings of $342,000 will result in‘é $684,000 re-

duction in program activities due to the loss of federal Medi-

Cal funds. In addition, the reduction in auditing and investi-
gation staff may result in a loss of cost recoveries and cost
avoidance.
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2. Delay implementation of the Medi-Cal drug discount pro-
gram.

3. Reduce recovery of Medi-Cal payments for services that
should be paid from workers’ compensation funds and de-
lay reviewing requests for prior authorization of Medi-Cal
services.

4. Delay training of Medi-Cal eligibility workers and delay
completing rate studies.

5. Delay changes to Medi-Cal claims processing system that
are required to implement court settlements, state laws, or
federal laws. Also may reduce (a) investigations of dupli-
cate Medi-Cal payments and (b) the number of Medi-Cal
provider appeals met within required timeframes.

Totals, Medi-Cal Program

Family Health Program

Reduce site visits to oversee counties and other service pro-
viders. Also eliminate income verification of California Chil-
dren’s Services participants.

Totals, Family Health Program

Rural and Community Health Program

1. Further delay processing of marriage certificates.

2. Reduce mailings and technical assistance given to counties
and providers.

3. Reduce community and campus outreach efforts for nurs-
ing certification program.

4. Unallocated reduction.

Totals, Rural and Community Health Program

60 60 120
495 7 1266
280 395 605

97 290 387
$1274  SL788  $3,062
$184 — 8184
$184 — 184
$179 —  $I79
119 — 119
53 8 53
53 — 53
$404 — - $404

General Fund savings of $60,000 will result in a $120,000 re-
duction in program activities due to the loss of federal Medi-
Cal funds. In addition, the reduction in this program may
reduce potential General Fund savings resulting from dis-
counts for drugs on the Medi-Cal formulary.

General Fund savings of $495,000 will result in a $1.3 million
reduction in program activities due to the loss of federal
Medi-Cal funds. In addition, the reduction in this program
may result in a loss of unknown General Fund revenue due a
reduction of Medi-Cal recoveries.

General Fund savings of $280,000 will result in a $605,000 re-
duction in program activities due to the loss of federal Medi-
Cal funds.

General Fund savings of $97,000 will result in a $387,000 re-
duction in program activities due to the loss of federal Medi-
Cal funds.

Reduced CCS site visits may increase the number of counties
failing to meet fiscal and program requirements. The elimi-
nation of income verification could result in increased pro-
gram costs because services may be provided to noneligible
clients.

Extent of additional delay is unknown.

The department proposes to partially address reduction by
combining mailings and technical assistance efforts.

The department has not-yet decided how to allocate this re-
duction.

093Gy wel]
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Proposed Program Reduction

Environmental Controls Program

1. Delay evaluating and responding to information on micro-
bial and chemical contamination of processed foods. Also
will reduce technical assistance and training to local gov-
ernments on mosquito control.

2. Reduce number of reports prepared for water systems.
Totals, Environmental Controls Program

Laboratories

1. Reduce laboratory support activities such as testing of cos-
metics, household supplies, and drugs, in support of the
Food and Drug Branch’s enforcement actions.

2. Reduce special repairs for the laboratory facilities in
Berkeley. o

Totals, laboratories
Administration

Reduce legal activities related to the implementation of
Proposition 65.

Totals, administration
Totals, Department of Health Services

Table 4—Continued

Department of Health Services
Proposed Allocation of “Section 3.80” Reduction in 1990-91 and 1991-92

(dollars in thousands)
General Federal

Fund Fund Total
$346 — $346
82 —_ 82
$428 — $428
$627 — $627
167 — 167
$794 — $794
$26 —_ $26
$26 — $26
$4,523 $1,788 $6,311

" Comments

Reduced technical assistance on mosquito abatement could
result in an increase in mosquitoborne diseases.
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Budget Structure Changes Due to CALSTARS

We find that while implementation of the CALSTARS accountmg
system has increased legislative control over DHS administration
expenditures somewhat, the Legislature still has less oversight ability
over the DHS than over other departments of equal or smaller size.
Accordingly, we recommend that the Legislature adopt supplemental
report language (1) stating the Legislature’s intent that, by 1993-94, the
department increase from three to a minimum of six the number of
program categories in the Budget Bill and (2) requiring the depart-
ment to submit to the Legislature, by March 1, 1992, the department’s
proposal for the program categories to be established in the 1993-94
Budget Bill,

The budget proposes total expenditures of $13.2 billion for DHS
programs (excluding the toxics program) in 1991-92. This amount consists
of $515 million for program suppoft and $12.7 billion for local assistance.

The DHS indicates that in 199192 it will begin accounting for
expenditures using the CALSTARS accounting system in place of the
department s existing accounting system. The CALSTARS system should
improve substantially the accuracy and timeliness of the department’s
accounting information because it will allow the department to (1)
account for expenditures by activity level, rather than the larger
organizational categories currently in use, and (2) provide the informa-
tion more quickly than their current system. As a result of the new
accounting system, however, the department has changed significantly
the organization of, and the information in, the display of DHS expend-
itures reflected in both the Governor’s Budget and the 1991 Budget Bill.

Governor’s Budget Display Has Changed. The Governor’s Budget
restructures the display of DHS expenditures for the past, current, and
budget years to reflect a programmatic, rather than an organizational,
budget structure. The Governor’s Budget does this in three ways.

First, the budget document reorganizes the 13 departmental programs
reflected in prior budgets into the following three major programs: .

o Public and Environmental Health Program, which includes pro-
grams previously reflected under the categories of Preventive
Medical Services, Environmental Health, Office of Drinking Water,
AIDS, and most of Laboratory Services and Special Projects.

o Health Care Services Program, which includes programs previously
reflected under the categories of Medi-Cal; Audits and Investiga-
tions; Rural and Community Health; Family Health; Licensing and

- Certification; and Women, Infants, and Children (which was dis-
played under special projects).

o Administration Program, which primarily reﬂects admmlstratlve
services provided to all organizations within the DHS,

Second, the Governor’s Budget displays the expenditures for “direct
administration” (the term for the administrative functions that serve a
single program, rather than the whole department) in the particular
program that is served. In previous years, these expenditures were
reflected under the general administration program and were distributed
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DEPARTMENT OF HEALTH SERVICES—Continued : =
across all programs. The effect of this change is reduce the amount shown
for departmental administration and increase the amount :shown for
program activities, compared to the display.in the Governor s Budgets in
previous years.

Third, the Governor’s Budget eliminates separate budget displays for
‘the  Audits and Investigations Branch and the Laboratory Services
Division and, instead, distributes the expenditures for these programs to
the programs that they serve. For instance, the budget previously
reflected expenditures for the Food and Drug Laboratory under the
Laboratory Division. However, the 1991-92 Governor’s Budget reflects
the expenditures for the Food and Drug Laboratory under the Food and
Drug element of the Public and Environmental Health Program. This is
because although organizationally the Food and Drug Laboratory is part
of the Laboratory Division, it provides services to the Food and Drug
Program.

Similarly, the Governor’s Budget reflects expendltures for audits and
investigations under the Medi-Cal element of the Health Care Services
Program. This is because, although the Audits and Investlgatlons Division
is a separate organizational unit, it primarily provides services to. the
Medi-Cal Division. The effect of this change is to reduce the Legislature’s
ability to track expenditures and program changes in the audits and
investigations area and the laboratories areas because these activities-are
distributed to other:programs.

Budget Bill Display Changes Inicrease Legislative Control Somewhat
The 1991 Budget Bill reflects an increase from two to three in the number
of programs scheduled for departmental support'as compared to prior
Budget Acts. (The Budget Bill also makes minor ' changes inlocal
assistance items.) Specifically, past Budget-Acts separated departmental
support expenditures into (1) personal services and (2) operating
expense and equipment. However, the 1991 Budget Bill separates
departmental support expenditures into (1) public and environmental
health, (2) health care services, and (3) administration.

The increased number of program categories increases the Legisla-
ture’s oversight ability over departmental support expenditures, because
the department cannot legally transfer funds between categories without
prior legislative notification. Accordingly, the changes made to the
Budget Bill as a result of the department’s implementation of CALSTARS
provides the Legislature with greater control over departmental support
expenditures. Nevertheless, the broad program categories proposed by
the DHS continue the department’s ability to move funds between many
of its programs without notifying the Legislature. For instance, the
Health Care Services Program category includes the Medi-Cal, Rural and
Community Health, Family Health, and Licensing and Certification
Programs. -Legally, the department can move support funds from a
‘particular funding source (such as the General Fund) between these
programs without prior legislative notification.
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Compared to Other Departments, the Legislature Still Has Less
Oversight Ability Over DHS Expenditure Transfers. Although the
increase in the number of program categories from two to three in the
Budget Bill increases legislative oversight ability over DHS expenditures
compared to prior years, the Legislature’s control over DHS expenditures
is still considerable less than over many other departments of equal or
smaller size.

Our review of the budgets for other departments indicates that,
although the number of Budget Bill categories varies widely from
department to department according to the size and complexity of their
programs, most departments that-have implemented CALSTARS have at
least five to six program categories. For instance, the Department of Food
and Agriculture has 9 categories, the Department of Industrial Relations
has 10 categories, the Department of Commerce has 7 categories, and the
Departments of Social Services and Education each have 5 categories.

In light of the large size and complexity of the DHS budget, we think
it is reasonable that the department establish at least six program
categories in the Budget Bill. For instance, the department could
establish the following budget categories that would provide the Legis-
lature with greater oversight ability over programs it has defined as high
priorities in the past:

Public and Environmental Health
Family Health

Rural and Community Health
Medi-Cal

AIDS

Administration

This would mean, for example that the department would be able to
transfer General Fund monies for administration of the Family Health
Program to the Medi-Cal Program only after legislative notification.
Under the current structure, such notification is not required.

Establishing these six categories would significantly increase the infor-
mation provided by the budget as well as legislative control over
departmental expenditure transfers between programs.

Language Needed to Increase Legislative Oversight. According to the
department, it intends to increase the number of Budget Bill categories
in the future as it transitions from using its existing accounting system to
using CALSTARS. In order to provide the department with direction as
to the number of program categories that it should include in future
Budget Bills, and to ensure that the department develops categories that
address legislative priorities, we recommend that the Legislature adopt
supplemental report l_angtiage (1) stating the Legislature’s intent that, by
1993-94, the ’department increase from three to six the number of
program categories in the budget and (2) requiring the department to
submit to the Leglslature, by March 1, 1992, its proposed list of program
categories for inclusion in the 1993-94 budget Specifically, we recom-
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mend that the Legislature adopt the following supplemental report
language:
It is the intent of the Legislature that, by 1993-94, the Department of Health
Services increase from three to at least six the number of program categories
scheduled in Item 4260-001-001. The Department of Health Services shall
submit to the legislative fiscal and policy committees, the Joint Legislative
Budget Committee, and the Department of Finance, by March 1, 1992, a list of
proposed program categories for inclusion in the 1993-94 budget, and the
reasons for the selection of each program category.
Fee Collections May Not Support Program Costs
Our analysis indicates that the department cannot currently 1dentzfy
whether the costs of 56 fee-supported programs actually have been fully
supported by fees, but will be able to do so in the future using a new
accounting system. We therefore recommend that the Legislature adopt
supplemental report language requiring the department to submit, by
December 15, 1992, a report on the actual costs of fee-supported

programs in 1991-92, and the actual amount of revenue collected for

each program for 1991-92. -

Current law authorizes the DHS to establish and collect fees to pay for
the costs of various programs administered by the department. As one
example, current law allows the DHS to (1) establish a program for
registering and inspecting X-ray machines and (2) establish and collect a
fee to pay for the costs of the program. For many of the programs, the fee
is deposited into the General Fund and the program is supported from
the General Fund. The budget estimates that the DHS will collect and
deposit into the General Fund a total of $31.8 million from fees from 56
different programs in 1991-92.

The 1991 Budget Bill requires the department to promulgate emer-
gency regulations to set each public health fee (that is allowed to be set
by regulation) at a level that is sufficient to pay at least 95 percent of the
costs of the program that it supports. This language is the same language
that has appeared in Budget Acts for at least the past five years.

In order to evaluate the department’s success in setting and collecting
fees at a level sufficient to pay for 95 percent of the programs paid from
fees, we requested the department to submit information on (1) the
amount of fees (by fee type) collected for the past three years and (2) the
actual costs for the past three years of each activity supported by fees.
The department, however, could not provide information on the actual
-costs of each program supported by fees. The department indicates that
its accounting system does not allow it to track expenditures by activity.

Accordingly, the department cannot determine the amount it actually
spends on each program, and therefore it cannot determine whether the
fees that it collects are sufficient to pay for the costs of the programs. To
the extent that the cost of programs exceeds the level of fees collected,
the costs of the program are paid from the General Fund.

The department has recently begun using the CALSTARS accounting
system. This system will enable it to identify costs by activity beginning
in the budget year.
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In order to provide the Legislature. with the information necessary. to
evaluate whether the department is collecting fees sufficient to pay the
costs of fee-supported programs, we recommend that the Legislature
adopt supplemental report language requiring the department to submit,
by December 15,.1992, a report on.(1) the revenue collected in 1991-92
from each type of fee and (2) the actual costs in 1991-92 of fee-supported
activities. Specifically, we recommend the adoption of the followmg
language:

The Department of Health Services shall submlt to the Joint Legislative Budget

Committee and the legislative fiscal committees a report comparing (1) the

actual amount of fee revenue collected in 1991-92,-broken out by fee, for fee

revenue that is deposxted into the General Fund, and (2) the actual costs of
each activity that is fee-supported, broken out by activity. The department
shall submit the report by December 15, 1992. ‘

No Expenditure Plan for Proposition 99 Support Funds

We withhold recommendation on $4.1 million from various accounts
of the Cigarette and Tobacco Products Surtax (C&T) Fund proposed for
support activities related to the implementation of Proposition 99,
because an expénditure plan for these funds will not be available until
later this spring.

The budget proposes $4 1 million from various accounts of the C&T
Fund for department support costs associated with implementing pro-
grams funded by Proposition 99. (This amount does not include an
additional $1.7 million from the Research Account in the C&T Fund,
which is proposed to support Cancer Registry research on tobacco use.)
This is $3.9 million, or 49 percent, below current-year support funding.
The $4.1 million proposed for support has been allocated to the county
health services program budget. The number of positions to be funded in
the budget year has not been specified. ,

Proposition 99, the Tobacco Tax and Health Protection Act of 1988,
established a surtax of 25 cents per package on cigaréttes and other
tobacco products, and provided a major new fundmg source — over
$530 million in the budget year — for health services, health education,
and resources programs. Chapter 1331, Statutes of 1989 (AB 75, Isenberg),
allocated the vast majority of C&T funds in 1989-90 and the current year.
Chapter 1331 sunsets on July 1, 1991, and the allocation of C&T funds in
the budget year will be a major topic of discussion for the Legislature i in
the spring of 1991.

The administration is proposing to allocate C&T funds for a vanety of
health-related programs in the budget year. According to the Depart-
ment of Finance (DOF), in recognition of the anticipated' discussion
between the Legislature and the administration over specific C&T
funding allocation decisions, the administration decided to earmark a
specified dollar amount for support costs, and work out the details once
the overall C&T funding allocation decisions have been made. As a result,
no positions were specified in the budget, and the funds were lumped in
a.single allocation to the county health services program. The DOF
anticipates that not all support funds will actually be allocated to the
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county health services program and that position requests and other
adjustments will be made through the Department of Finance budget
letter process later this spring.

The administration’s approach has some merit because it recognizes
that continuing C&T funding allocation discussions will occur this spring:
However, the administration has proposed specific programs and expend-
itures for C&T funds. These programs currently lack any specific
allocations for support activities. We are unable to determine (1)
whether the $4.1 million proposed for C&T Fund-related support costs in
the budget year is adequate, (2) how many positions the Governor’s
proposed C&T-funded programs require, and (3) how the $4.1 million
would be distributed by program. Therefore, we withhold recommenda-
tion until the department submits this information to the Legislature.

Contract Information Provided Too Late for Review

We withhold recommendation on $62 million in proposed contracts
Jfor activities related to departmental support.

‘The department proposes $62 million (all funds) in proposed contracts
for activities related to departmental support. At the time this analysis
was prepared, the department had not submitted the necessary contract
schedules. Therefore, we withhold recommendation on the requested
funds and will report our findings to the Legislature, as approprlate
dunng budget hearings.

2. LICENSING AND CERTIFICATION

The Licensing and Certification Program develops, implements, and
enforces state standards to promote quality health care in over 5,000
hospitals, clinics, long-term care facilities, home health agencies, and
adult day health care 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 activities related to Medicare certifications are 100 percent
federally funded. Activities related to Medi-Cal certifications are approx-
imately 67 percent federally funded. Activities related solely to licensing
are funded 100 percent from the General Fund. Health facility licensing
fees are assessed to reimburse the General Fund costs of the division.

The budget proposes expenditures of $46.3 million ($23.2 million
General Fund) for support of the Licensing and Certification Program
(including administrative overhead and excluding laboratory facilities) in
1991-92. This is an increase of $1.8 million, or 4.1 percent, above estimated
current-year expenditures.

The division has 401.2 personnel-years in the current year. The budget
proposes an increase of 10.9 personnel-years, or 2.7 percent, in the budget
year.

Survey Workload

We recommend that the department provide detailed information to
the Legislature prior to budget hearings on the status and costs of
conducting new federal nursing facility surveys. ‘
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The Omnibus Budget Reconciliation Act of 1987 (OBRA 87) made
major changes in federal Medicare and Medicaid laws relating to nursing
facilities. Among other changes, OBRA 87 imposed additional require-
ments on Medicare- and Medi-Cal certified nursing facilities. Because the
DHS has to assure compliance with these requirements, OBRA 87 has an
impact on the department’s workload.

Federal Health Care Financing Administration (HCFA) Withholds
Federal Funding of State Nursing Facility Certification Surveys. When
OBRA 87 was enacted, the state felt that it was in compliance with the
nursing home provisions of OBRA, and thus the department continued to
use the existing federal survey forms to certify nursing facilities for
Medi-Cal reimbursement. In September 1990, the HCFA found the state
out of compliance with OBRA 87. At roughly the same time, the
department submitted a $32 million request to the HCFA for federal
funding of the certification activities it performs. In October 1990, the
HCFA approved roughly $7 million of the request for non-nursing facility
certification activities but withheld approximately $25 million in federal
funds for the DHS, pending the implementation of the new federal
survey requirements. Furthermore, in a letter to the department, the
HCFA made it clear that the department would have to use- HCFA’s
interpretive guidelines, which are more stringent than the OBRA
compliance requirements, to perform the new surveys.

Department Will Use New Survey Forms. The department has since
agreed to use the new federal survey forms but has not agreed to use the
HCFA’s interpretive guidelines. The department is currently developing
its own set of interpretive guidelines to be used in conjunction with
OBRA 87 regulations. (The HCFA noted that while its interpretive
guidelines must be used to conduct certification surveys, they do not
impose requirements on the nursing facilities and that adherence to these
guidelines is not necessary to be:in compliance with OBRA 87 regula-
tions.) . o ‘ o

If the HCFA continues to withhold federal funds for certification
activities, the General Fund may be liable for the department’s full costs
of using the new survey forms. Furthermore, if the HCFA refuses to
accept the certification of nursing facilities without the interpretive
guidelines, this may also jeopardize these facilities’ eligibility to receive
Medi-Cal funding in the future. (We discuss this issue later in our analysis
of Medi-Cal health services.)

Department Seeks Additional Funding. At the time of this analysis, a
Department of Finance budget letter was being prepared, proposing
numerous surveyor and associated positions to conduct the new federal
surveys. The department is basing its request on a workload study that
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was conducted to validate the HCFA’s estimate that conducting the
nursing facilities survey would require 106 hours of staff time. The
department found that under OBRA 87, the survey took 195 hours of staff
time. The 195 hour estimate is 225 percent longer than the ‘current
standard of 60 hours and is 83 percent longer than the HCFA estimate of
106 hours. The proposed budget letter will also seek funding for costs
associated with the nurse aide certification requirements under OBRA
87. At the time of this analysis, the department was unable to provide
more detail on the proposed budget letter request.

More Information Needed. The Legislature, in its oversight capacity,
needs additional information from the department regarding the status
and potential costs of conducting the new federal surveys. Thus, we
recommend that the department provide such detailed program status
and cost information to the Legislature prior to budget hearings. -

Transfer Medi-Cal Cerﬂfucchon of Drug Treatment Centers to the
Department of Alcohol and Drug Programs (DADP)

We recommend that the department work in conjunction wzth the
DADRP to report to the Legislature prior to budget hearings on the
Jeasibility and costs of transferring the certification of Medi-Cal drug
treatment centers from the DHS to the DADP.

" The DADP proposes to expand treatment services to pregnant and
parenting substance-abusing women eligible for Medi-Cal. However, the

DADP has found that this Medi-Cal certification of drug treatment"

centers has been an obstacle, given that some counties report a six- to
nine-month wait to receive certification site visits from the DHS.

.We recommend in our analysis of the DADP budget (Item 4200) that
the DADP, in conjunction with the DHS, report to the Legislature prior
to budget hearings on the feasibility and costs of transferring the
certification of Medi-Cal drug treatment centers from the DHS to the
DADP. (Please see our analysis of Item 4200 for a more detailed
discussion of this issue.) Accordingly, we recommend that the DHS work
in conjunction with the DADP to prepare this report. :
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3. PUBLIC HEALTH

MAJOR ISSUES

m ‘The administration’s proposal to* reahgn" the AB 8
“county health services program poses-major policy
questions for the Legislature. We find that (1) the
amount of funding at stake is up to $1 billion
annually, which is significantly more than the AB 8
funding alone and (2) the programmatic impact
depends on whether counties continue funding -
these services voluntarily.

M The administration’s proposal to ‘‘realign” the
“local health - services program may significantly
affect 12 small rural counties’ abull'ry to ‘provide
publlc and envnronmen'ral health services.

V] The depcrtment has chosen no'r to lmplemen’r "
Ch 720/90 (AB. 2764, Roos), requiring it to
request federal approval for establishing targeted
case management as a Medi-Cal benefit within
specified Adolescent Family Life Program (AFLP)

~_sites. We recommend ‘a funding switch that will
enable the Legislature to implement the statute at
no net General Fund cost. :

V] The deportment s proposal to establish. enrollmenf
fees in the CCS and Genetically Handicapped
Persons Programs has merit but (1) may leave a.
shortfall of $3.1 million in the program budgets
and (2) is inconsistent with existing law. ‘
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MAJOR ISSUES—Continued

The department’s proposal to finance three genetlc
disease programs — Prenatal Diagnosis, Sickle Cell
 Counseling, and Tay Sachs Prevention — with
reserves in the Genetic Disease Testing Fund raises
policy issues regarding  the appropriateness of
_supporting these programs with fees in. future
years.

m The budget proposes to reduce funding for the
Tobacco Use Prevention Program by $69.5 million,
and redirect the majority of these funds to a new
perinatal insurance program. As a result, the total
level of support for tobacco tax-funded health -
education programs will fall below the minimum

~ amounts required by Proposition 99. :

The Public Health Program provides state support for California’s
preventive health programs. To administer these programs, the depart-
ment has established eight units with the following responsibilities:

1. . The Rural and Community Health Division distributes funds to local

- health agencies, county hospitals, clinics, and indigent care programs.

2. The Office of AIDS is responsible for providing, contracting for, and
coordinating services related to the AIDS epidemic and human immun-
odeficiency virus (HIV).

3. The Family Health Services Division addresses the special needs of
women and children.

4. The Preventive Medical Services Dwzszon is respon81ble for 1nfect10us
and chronic disease programs.

5. The Laboratory Services Division maintains two state laboratories
and regulates other public and private laboratories.

6. The Environmental Health Dzvmon operates programs to control

- environmental hazards.

7. The Office of Drinking Water regulates pubhc water systems in the
state.

8. The Office of Environmental Health Hazard Assessment conducts
risk assessments and epidemiological studies.

In addition, public health services staff administer a number of special
projects. These projects, which are shown separately in the budget, are
studies or demonstration projects that are 100 percent funded by the
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federal government, other state agencies, or other organizations.

The department has recently established a new programmatic budget
structure for DHS programs that reorganizes the presentation of several
" of the Public Health Program components in the budget. This reorgani-
zation was done primarily to 1mplement the CALSTARS accountmg
system, which we discussed earlier in our analysis of DHS support issues.

While the Governor’s Budget reflects the new programmatic budget
structure, our analysis and tables generally reflect the historical program
structure and actual program organization. We made this decision so that
the Legislature can continue to (1) compare proposed Public Health
Program fundmg in 1991-92 to the funding that is estimated to have been -
provided in 1989-90 and 1990-91 and (2) consider public health activities
as separate and distinct from the Medi-Cal Program.

Budget Proposal

Department Support. The budget proposes $536 million for depart-
ment support attributable to public health programs in 1991-92. (This
amount includes $112 million in funding for special projects.) The request
is $19 million, or 3.6 percent, more than estimated current-year expend-
itures for department support. Table 5 displays staffing and operating
support for each public health program in the past, current, and budget
years. _ .

The major increases proposed in the support budget would be used to:

‘e Carry out various special projects ($18 million in federal funds).
Special projects are short-term projects for which the department is
seeking federal funding grants, but for which generally there is no
assurance that funding will be provided..

o Increase the number of clients served by the Special Supplemental
'Food Program for Women, Infants, and Children (WIC Program)
and pay for increased program costs ($9:1 million in federal funds).

o Increase testing for neural tube defects to meet increased demand

for services ($2.9 million from the Genetic Disease Testing Fund).

These increases are offset by reductions resulting primarily from the
elimination of limited-term positions ($12 million from various funds)
and the expenditure of one-time funds available in the current year due
to legislation and reappropriations ($7.8 million from various funds).
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: : ' " Table 5
Public Health Support
Budget Summary — All Funds
1989-90 through 1991-92
(dollars in thousands).

Personnel-Years Expenditures
] Percent
o : Change
Actual  Est. - Prop. Actual  Est. Prop.  From
Program i o 1989-90 - 1990-91 - 1991-92 - 1989-90  1990-91  1991-92 . 1990-91
Environmental controls ._ :
Food and drug.................. 113.5 197.6 1974 - $10,651 $16,487 $15,857 -3.8%
Radiologic health................ 76.6 72.2 884 6,956 6,813 8421 236
Drinking water.................. - 805 193.1 94.6 9569 14,016 12819 -85
Other.......oovviiviiiiiiiins 126.5 158.8 169.5 9,022 13268 16470 24.1
Subtotals, environmental .
CONMTONS. ... oo (39T1) (5217)  (549.9) ' ($36,198) ($50,584) ($53567) (5.9%)
Public health services o : .
AIDS. ..., 866 - - 953 94.3 12,626 39,839 36,567 ~82.
Chronic diseases ................ . 618 62.8 30.5 17960 29919 35947 20.1
Infectious diseases. .............. 1782 173.8 166,5 25447 49652 54516 98
Other...................... e 167.8 2739 273.8 32,177 . 40897 40,204 -1.7
Subtotals, public health serv- ) o :
HCES .o verereerrenaenanns (4944) (6058) (565.1) ($88,210)(8160,307)($167,234) - (43%)
Rural and community health
Primary health care’........:... = 95.1 995 327 6,418 70717 2630 —628
County health services.......... 60.8 113.2 57.6 6,240 7,715 9034 171
Subtotals, rural and commu- : . : o
nity health ........ccvvvn... (1559) (2127)  (903) ($12,658) ($14,792) (§11,664) (—21.1%)

Family health services’ ] v
California children’s services... - 589 554 ‘558 3741 3509 3,808 85
Maternal and child health...... 586 75.3 65.5 3,981 6,446 5548  —139
Genetic disease testing ......... - 904 102.8 108.1 29,051 36,001 = 42428 179
Women, infants, and children.. 102.7 1120 1228 298411 9223000 232,101*" 41

Other.......ccooeviiiiiinnennnn, 434 59.4 53.0 3,079 4,449 3914 120
Subtotals, family health serv- o . : o g
JCES v erreerree e, (2365) (2142) (2839) ($268,263)($273,405)($287,799)  (5.3%)
Other ............ S S SN 157.5 163.5 171.8" - 13434 17,954 = 15606 —13.1
Laboratofies ,............c.....i... . (4232) - (4729) - (468.1) ($43,556) ($51,169) ($52,905)  .(3.4)
Special projects................ . (1616) (4354) (502.3) (§23,468) ($94.276)(§112959)  (19.1)
Totals........... e e 1,5589 . 19086 1,782.3 $418,763 $517,042 $_535,870“f'° 36%

# Includes $218,584,000 in local assistance. Prior to 1991-92, WIC local assistance funds were scheduled in
support. We have reflected the 1991-92 WIC local assistance funds in support to provide comparable
numbers for past, current, and budget years.

" Does not include $103,832,000 in reimbursements. Prior to 1991-92, these funds were received, but not
scheduled as reimbursments. We have not included the reimbursements for 1991-92 in order to
provide comparable numbers for past, current, and budget years.

Table 6 details the budget changes proposed for each public health
program in 1991-92.
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Table 6

Department of Health Services
Public Health Support
Proposed 199192 Budget Changes
(dollars in thousands)

Positions  General Fund  All Funds
1990-91 expenditures (Budget Act).........coovvvniniinnns 2,014.8 $104,583 $189,002
Adjustments, 1990-91:
Rural and community health
State Legalization Impact Assistance Grant
(SLIAG) adjustments ............c.coviiveininnnnns —_ — —306
Family health services ’
Augment personnel for fee collection activities, and
purchase special filter paper........................ —_ - 360
Transfer maternal and child health funds from local
assistance for epidemiological and surveillance

activities . .......oviiiiiii - - 400
Public health services _

Alzheimer’s disease research reduction............... —_ - —174
Environmental controls )

Establish medical waste management program...... — 305 305
Employee compensation increase....................... — ' 2,208 3,184
Retirement reduction...............cococvviiiiin ) - -721 —1,020
Chaptered legislation ..................cocnnn — 3,257 7,006
Administrative adjustments................oeieiini 13.1 2,040 3,948
Unallocated reduction ...........c...cocovinnninne. -190 3,029 —3,029
Special Projects .......ooveiiiiiiiiiii 165 — 317,276

1990-91 expenditures (revised) ..........ccoviiiiiiiinn. 2,025.4 $108,643 $517,042
Adjustments, 1991-92: . :
Rural and community health '
SLIAG adjustments...........c.evvvneiiniiiiiiennn, 19.0 - 19717

Continued funding for Proposition 99 support....... —_ - 3,967
Eliminate local health services program.............. —430 -2,731 -2,731
Family health services

Newborn screening program workload adjustment.. 10 —_ - 921
Neural tube defects program workload adjustment.. 35 - 2,802
Genetic disease laboratory equipment replacement . - — 1,149
Maternal and child health epidemiological and

surveillance activities ...............oocoevniininn.. 9.0 — 642

Establish enrollment fees for California Children’s
Services and Genetically Handicapped Persons

Programs ......c.cvoiiviinniniiin i 15 - 93 93
Genetic disease related activities shift from General
Fund and local assistance .......................... — —258 - 1,679
Shift funding from contracts to personnel for fee
collection activities................ . 40 - —
| Women, infants, and children program adjustment. . 129.3 — 9,101
! Public health services
1 Eliminate preventive medicine residency program.. — -116 —116
Establish repayment program for AIDS drug
subsidy program.............coooiieiiiiiiiiiiin. 2.0 —_ —
Establish data collection program for occupational
AIDS exposure in law enforcement ................ 1.0 60 60
Chemical contaminants in fish — risk assessments. . . 30 — 210
Toxic hot spots in bays and estuaries — risk )
ASSESSIMENES ..« e\veetireeereneneratenerarinenanaans 40 - 275
Lead and cadmium in tableware — risk
ASSESSINENES 4 o\ vt aevvseiteneinenenireneriaranenenn 1.0 80 80

Alzheimer’s research program reduction............. — - —292
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Table 6—Continued
Department of Health Services
Public Health Support
Proposed 1991-92 Budget Changes
(dollars in thousands)
Positions ~ General Fund  All Funds
Environmental controls )
Develop new exams for environmental health

specialist registration program...................... L5 - 128
Low-level radicactive waste........................... 5.0 — 257
Expand radiologic health program.................... 19.0 1,310 1,310
Establish medical waste management program...... 8.0 509 509
Processed organic foods inspection program......... 30 158 158
Lead and cadmium in tableware testing program ... 20 117 117
Export document fee program........................ 1.0 38 38
Water treatment operator certification............... : 1.0 33 33
Drinking water regulation expansion and fund shift. 6.0 -3593 409

Other
_ Clinical laboratory licensing and certification........ 6.0 334 334
Reduction in data collection program for Vital
Records Improvement Project..................... 6.0 — -3,309
Commemorative heirloom marriage certificate....... — 108 108
Full-year costs of 1990-91 employee compensation ’
increases..... N — 1,577 2,061
Eliminate current-year chaptered legislation............ - —3,857 -7.821
Eliminate limited-term positions*....................... -1728 —245 —11,989
Eliminate one-time current-year costs.................. —_ —2,616 —2,867
Special projects adjustment............c..c.oooiin — _ 17,976
Administrative adjustments....................coeell —1.5 478 1,469
1991-92 expenditures (proposed) ..........cocovvriiininnn. 2,044.9 .. $100,122 $535,870
Change from 1990-91 (revised): . ’ ‘
AmMount.........oiviii i s PRI 195 - $8,521 $18,828

Percent....cocoviriiii e 1.0% —-7.8% 3.6%

* Includes elimination of 115.5 limited-term positions and $7.7 million for Proposition 99 1mplementahon
and 35.3 positions and $3.2 million for SLIAG adjustment.

Local Assistance. The budget proposes $1.1 billion (all funds) in local
assistance for public health services in 1991-92. This represents a decrease
of $655.3 million, or 37 percent, below estimated current-year expendi-
tures.

The Governor’s Budget includes an unallocated trlgger-related reduc-
tion of $21.4 million in funding for the Public Health Program. This
reduction is included in the proposed budget for the program in lieu of
the reduction that would otherwise be made pursuant to Ch 458/90 (AB
2348, Willie Brown). We discuss this issue earlier in our analysis of DHS
support issues.

Table 7 presents local assistance expenditures, by program, for 1989-90
through 1991-92.

Table 8 reflects proposed budget changes affecting local assistance
expenditures in 1991-92.
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Table 7

Department of Health Services
Public Health Local Assistance
Expenditures and Funding Sources

1989-30 through 199192
(do||qrs in thousands)

Actual Est. Prop. Change from 1990-91

v 1989-%0  1990-91 1991-92  Amount  Percent
Rural and community health )

Primary health care services.............. .$43,173 $41,620 $21,679 —$19,941 —479%
County health services .................... 1,310,650 1,003,109 532,140 = —470,969 —470
Vital Records Improvement Project ...... 172 540 300 —240  —444
California Healthcare for Indigents .

Program..........oocooiiiiniiiiiiin 336,492 315,854 226,304  —89,550 —28.4

Subtotals ...........ooviiiiiii $1,690,487 $1,361,123  $780,423 —$580,700 —42.7%
Office of AIDS ....vvviriiiiiiniiiieens $52,067 $46,175  $46,115 —$60 —0.1%
Family health

Family planning ............ccoooveveens $31,955 $35,644 $44,655 $9,011 25.3%
Maternal and child health................. 34,210 32,398 $22.667 -9,731 " -300
Genetically handicapped persons.......... 10,362 13,524 14,506 982 7.3
California children’s services.............. 93,342 87,984 95,186 7,202 8.2
Child health and disability prevention.... 32,549 59,555 76,065 16,510 217
Genetic disease prevention................ 2,741 1,679 —_ —1679 - —100.0
Subtotals *.......ooii $205,159  $230,784  $253,079 $22,295 9.7%
Preventive medical services
Infectious diseases .........cccvvvrvieennnns $11,417 $11,151 $5,181  —$5.970 -53.5%
Chronic diseases ........cvevievirinneninnns 6,796 6,548 6,548 — —_
Smoking prevention program............. 53219 99,465 30000 —69465  —69.8

Subtotals ..o $71432  $117,164 . $41,729 —8$75435 —64.4%
Unallocated reduction ..........0............ — — 821424 —$21424 —bh

Totals ..ovvvvni i $2,019)145 $1,755,246 $1,099,922 —$655,324 -371.3%
Funding Sources
General Fund ................................ 31158089  $985252  $516,265 3468987 —47.6%
Federal funds (excluding SLIAG) .......... 32,688 34,464 26,950 —7484 =217
State Legalization Impact Assistance Grant .

(SLIAG) ..o, 229996 240519 < 221,862 18657 - —78
Cigarette and Tobacco Products Surtax

Fund.......cccooiiiiiiiiiiiii 595,745 485,655 327,776  —157,879 —32.5
Miscellaneous reimbursements and family :

TEPAYMENES .....ovvveeiiniiirnnenanns 929 1,955 4,740 2785 . 1425
Special needs and priorities recoupments... 1,199 2450 — 2450 —100.0
County Health Services Fund................ — 472 — —472 1000
County Medical Services Program Account . 398 3939 1,999 —~1940 —493
Vital Records Improvement Project Fund. .. 172 540 300 —240 —444

* Figure for 1991-92 does not include the Supplemental Food Program for Women, Infants, and Children
(WIC) since comparable figures are not available for 1989-90 and 1990-91. For WIC local assistance
expenditures in the budget year, see Table 5 earlier in this analysis.

b Not a meaningful figure.

The changes proposed for local assistance are primarily due to:

o A decrease of $471.5 million (General Fund) resulting from a
proposal to eliminate state funding for the AB 8 county health
services program and transfer responsibility for providing these

services to counties.



548 / HEALTH AND WELFARE Item 4260

DEPARTMENT OF HEALTH SERVICES—Continved
‘Table 8 y
Department of Health Services
Public Health Local Assistance
Proposed 1991-92 Budget Changes
(dollars in thousands)

- : ) ‘ _ General Fund All Funds
199091 expenditures (Budget Act).............oveiiiiiininn, $979,341 $1,289.898
Baseline adjustments, 1990-91:
Cigarette and Tobacco Products Surtax (C&T) Fund®....... - 478,850
Reduice State Legalization Impact Assistance Grant . v .

(SLIAG) ..o — —29791
Transfer federal maternal and child health (MCH) funds to ‘ ‘

support..... ... T U S SO e _ —400

Subtotals .............. e, e (—) ($455.729)

Caseload adjustments: * " ‘
California Children’s Services (CCS) Program................ 976 ) 976
Genetically Handicapped Persons Program (GHPP) ......... -72 =72
Child Health and Disability Prevention (CHDP) Program... 4,663 5,725
County Medical Services Programi (CMSP) ................... ) 4 2,990

Subtotals ....civinii i (85,911) . ($9,619)

1990-91 expenditures (revised) .........cocoivviiiiiiiiiiiiinn, $985,252 $1,755,246

Baseline adjustments, 1991-92: ‘

Add back MCH funds transferred to support......... e — . ‘ $400

Caseload adjustments: © v ‘

CCS Program ........... VTR P $4,552 $4,552
GHPP...... O 847 ‘ 847
CHDP Program............ccvvvieeieiiniienenneens ireenians 2,865 3,623
CMSP. ... et e, - TA%8 S 5488

SUBEOEAIS e ee e ee e (815,692) ($14,510)

Program change proposals: ’

Reduce county health services (AB8)...............cocoeini. —$471,516 ~$471,988
Reduce C&T appropriation........c......iveceiiinile e - 157,879
Reduce SLIAG ... e, — —18,657
Increase family planning ....................oc 10,000 10,000
Reduce MCH — federal funding changes ..................... — ~8,642
Establish enrollment fees in the CCS Program and GHPP ... — : 2,785
Reduce special needs and priorities.................iveeeni, — —2,450
Transfer genetic disease related programs to Genetic :

Disease Testing Fund...............coooviiiiiiiniin o —~1,679 - =L679
Reduce Vital Records Improvement Project .................. - ’ —240
Transfer funds to Department of Social Services for ' :

licensing of residential AIDS shelters........................ —60 =60

Subtotals ...t e . (—$463,255) (—$648,810)

Unallocated reduction.........................c.ccceiiiiiiinnnn.. —$21,424 — 821,494
1991-92 expenditures (proposed) ©............ocviieiiiiiienns L. '$516,265 $1,099,992
Change from 1990-91 (rev1sed) )
AMOUNt. .....vvvnii —$468,987 —$655,324
Percent.......ooovvniiiiii —47.6% ~37.3%

“ Total C&T funding in 1990-91 is $485,655,000. Of this amount, $6,805,000 was appropriated in the 1990
Budget Act and is included in the total $1,289,898,000.

»SLIAG and C&T funding adjustments to these programs are included in baseline adjustments.

¢ Figure does not include the Supplemental Food Program for Women, Infants, and Children (WIC)
since comparable figures are not available for 1990-91. For WIC local assistance expenditures in the
budget year, see Table 5. g
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¢ A decrease of $157.9 million in Cigarette and Tobacco Products
Surtax (C&T) Fund monies for various health-related programs. The
reduction is primarily due to (1) projected declines in C&T re-
sources available in the budget year and (2) a transfer of C&T funds
to a proposed new perinatal insurance program.

e A decrease of $21.4 million (General Fund) resulting from an
unallocated reduction in the Public Health Program.

s A decrease of $18.7 million in State Legalization Impact Assistance

" Grant (SLIAG) funds for various health services to newly legalized
persons.

e A proposal to increase funding for family planning by $10 million
(General Fund).

¢ A decrease of $8.6 million in federal funds for maternal and child
‘health programs.

A. RURAL AND COMMUNITY HEALTH
Funding for County Health Services Programs

The budget proposes $758.4 million (all funds) for county health
services in 1991-92. This is a decrease of $560.8 million, or 43 percent,
below estimated expenditures in the current year. Table 9 presents
county health services expenditures for 1989-90 through 1991-92.

The changes proposed for county health services are primarily due to:

o A decrease of $471.5 million (General Fund) resulting from a
proposal to eliminate state funding for the AB county health services
program and transfer respon31b111ty for providing these services to
counties.

¢ A decrease of $89.6 million in Cigarette and Tobacco Products Surtax
(C&T) Fund monies for the California Healthcare for Indigents
Program (CHIP). This reduction is primarily due to (1) projected
declines in C&T resources available in the budget year and (2) a
transfer of C&T funds to a proposed new perinatal insurance
program. '

¢ A net increase of $3.5 million in State Legalization Impact Assistance
Grant (SLIAG) funds for services to newly legalized persons —
consisting of a $16.3 million increase for health services provided
through the Medically Indigent Services Program (MISP) and a
$12.8 million decrease for public health services.

s An increase of $74 million (General Fund) for County Medical
Services Program (CMSP) caseload growth.
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Table 9

Department of Health Services
County Health Services
Expenditures and Funding Sources
1989-90 through 1991-92
{dollars in millions)

Change From
Actual ' Est. Prop. 199091
Fund 1989-90 199091 1991-92 Amount Percent
Medically Indigent Services Program ‘
(MISP) oo General . - $3949 $2323  $2323 — —
SLIAG 1885 201.7 218.0 $16.3 8.1%
County Medical Services Program

(CMSP) ..o, General 60.4 52.1 59.5 74 142
C&T 169 165 141 —24 -145
SLIAG 24 5.3 3.5 -18 -340
CMSP 0.3 39 2.0 —-19 . —487
County health services (AB 8)........ General 470.1 4715 — 4115 -1000
CHS — 05 — -05 ~100.0
Public health subvention.............. General 07 0.7 0.7 —_ —
: SLIAG 175 128 — -128 -1000
' ; Federal 05 . 0.6 0.6 - e
Special needs and priorities (SNAP)..  SNAP =~ 12 25 — -25 -1000
California Healthcare for Indigents
Program (CHIP).................. C&T 336.5 3159 2263 —-896 —284
Children’s hospitals.................... C&T 20 19 14 -05 -263
One-time Proposition 99-related
expenditures® ..................... C&T 1552 1.0 — — —
TOtals .. everieie i e e $1,647.1 $13192 $7584 —$5608 —425%
Funding Sources
General Fund . ................c.ccooiiiiinininnn., 39261  $7566  $2925 —84641 —613%
Cigarette and Tobacco Products Surtax (CGT)
Fund...........cooooiiiiviiiiniiiiininininininns 510.6 3353 2418 -935 -279
State Legalization Impact Assistance Grant .
(SLIAG) Fund .....................coevennnne. 2084 2198 2215 L7 08
Federal funds............................... e 05 06 06 — —
Oher........oooviiiiiiiiieieie i 15 6.9 20 ~49 =710

“Major expenditures include uncompensated care assistance ($61.9 millioh), county capital outlay
($82.3 million), and county data systems ($10 million).

AB 8 County Health Services Program

Proposal to “Realign” State and Local Responsubllliy for County Heulih
Services

We find that the administration’s proposal to “realign” the AB 8
county health services program poses major policy questions for the
Legislature. We further find that (1) the amount of funding at stake is
up to $1 billion annually, which is significantly more than the AB 8
Junding alone and (2) the programmatic impact depends on whether
counties continue funding these services voluntarily. We recommend
that the department report at budget hearings on (1) the specific details
of its proposal and (2) how the proposal addresses the major policy
questions facing the Legislature.
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The budget proposes major changes for county health care services
that are currently funded through the AB 8 county health services
program (AB 8 program). The proposal does not affect funding provided
to counties through the Medically Indigent Services Program (MISP).

Background. The AB 8 program was established by Ch 282/79 (Leroy
Greene) in response to the reduction in local property tax revenues
following the passage of Proposition 13 in 1978. This state program
provides block grants to counties for funding inpatient care, outpatient
care, and public health programs. Prior to the passage of Proposition 13,
funding for these services was provided by counties under various public
health statutes and the Welfare and Institutions Code Section 17000
obligation, which delineates counties as “providers of last resort” for
indigent health services. ‘

“Each county’s allocation is based on a formula consisting of (1) a per

capita grant and (2) state sharing funds that must be matched by county
funds. This allocation is capped at a maximum amount each year, adjusted
annually for inflation and population growth.-Under AB 8, in order for a
county to receive its full share of state AB 8 program funds, it must
budget expenditures equal to a standard based on its expenditures for
health care in 1977-78, increased each year by inflation and populatlon
growth. This is referred to as the AB 8 maintenance-of-effort: require-
ment. ,
There are also fundlng requirements related to Proposition 99. Cur-
rently, in order to receive a share of Proposition 99-related tobacco tax
revenues, counties must maintain not only their required AB 8 county
match but also the level of “overmatch” — county funds dedicated to (1)
public health services and (2) inpatient and outpatient care above the
required match level — that they had in 1988-89.

Counties fund a broad range of services with their AB 8 program funds.
In 1988-89, the most recent year for which data are available, roughly
68 percent of AB 8 program funding was spent for inpatient and
outpatient care, and 32 percent was spent for public health services.
These percentages vary widely by county. For example, expenditures on
public: health services range from lows of less than 20 percent in three
counties (Los Angeles, Modoc, and Trinity) to highs of 100 percent ‘in
eight counties (Calaveras, Del Norte, Inyo, Lake, Madera, Mariposa,
Napa, and Sierra).

This variation occurs because counties have complete discretion as to
how to allocate their AB 8 funds between (1) inpatient and outpatient
care and (2) public health services. Typically, larger counties with their
own indigent care systems and counties with public hospitals ‘spend
proportionally less on public health services, while smaller counties that
contract with the state for indigent care and counties without pubhc
hospitals typically spend proportionally more on publi¢ health services.:

Budget Proposal. The budget proposes to “realign” the AB 8 program
by (1) eliminating $471.5 million in General Fund support for the
program (the level of current-year funding) and (2) providing counties
additional revenue sources, which could be used to support AB 8-type

2281518
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services, such as inpatient care, outpatient care, and public health
services. The budget also proposes a similar “realignment” of local mental
health programs (see Item 4440) and local public health services (see
discussion later in this item).

‘To provide counties the needed additional revenues, the budget
proposes to increase motor vehicle license fees and the state alcohol tax,
resulting in revenues of roughly $942 million that would be allocated to
counties. Of this total, roughly $173 million would result from the
proposed increase in the alcohol tax and roughly $770 million would be
from the proposed increase in vehicle license fees.

The proposed revenues would be sufficient to fund inpatient care,
outpatient care, and public health services at the projected budget-year
level, including adjustments for inflation. and population growth (corre-
sponding with the statutory increases provided under the current AB 8
program), as well as fund mental health programs and local public health
services at current-year levels. At the time of our analysis, however, the
administration had not decided (1) how the proposed revenues would be
allocated among the counties and (2) whether these proposed revenues
would be earmarked for specific purposes.

The AB 8 program ‘“realignment” is a major component of the
administration’s overall strategy for addressing the state’s structural
budget problem, representing $471.5 million of the net $5.4 billion in
General Fund expenditure reductions we identify for 1991-92. As such,
the proposal has major implications for (1) the state and county fiscal
situation in 1991-92 and beyond and (2) county health care services in
California. We discuss the budget proposal’s impact on state and county
finances, and provide a framework for addressing issues of program
realignment generally, in The 1991-92 Budget: Perspectives and Issues.

Policy Questions. At the time of our analysis, the administration had
provided only sketchy information on the AB 8 “realignment” proposal.
As noted above, major decisions on how the funds would be allocated and
whether they would be earmarked for specific purposes had not been
made. These decisions have significant fiscal and programmatic implica-
tions. Below we discuss several key policy questions the Legislature will
face as it evaluates the administration’s realignment proposal.

1. To what extent does the Legislature want to provide counties
increased flexibility over allocating funds between health programs
and other county services? Under the existing AB 8 program, counties
must spend AB 8 funds for health programs. Depending on how the
administration’s proposal is structured, the AB 8 program “realignment”
could result in the elimination of this requirement. Counties could then
be free to allocate funds formerly dedicated to public health services,
inpatient care, and outpatient care to other non-health-related programs.

o The amount of funding at stake could be significantly more than the
AB 8 funding alone because of county spending to comply with (1)
the matching requirements in the AB 8 program and (2) additional
requirements related to Proposition 99. We estimate the total amount
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involved to be roughly $1 billion, including: $471.5 million in AB 8

funds, $330 million in required county matches, and $200 million in

county “overmatches” related to Proposition 99 funding require-
ments.

o The programmatic impact of allowing counties discretion over the
funding level depends on whether counties continue funding these
services voluntarily. Even in the absence of a requirement that funds
be earmarked for AB 8-type services, it is conceivable that counties
would maintain or increase their current level of support for
inpatient care, outpatient care, and public health services. In recent
years, the level of county overmatch has consistently increased. For
example, in 1984-85, 47 counties overmatched their AB 8 require-
ment by a total of $69 million, or 10 percent; in 1988-89, 53 counties
overmatched a total of $258 million, or 34 percent.

However, it is also possible that some counties would reduce their
level of expenditures on inpatient care, outpatient care, and public
health services. Preliminary data from a County Supervisors Associ-
ation of California (CSAC) survey suggest that while most MISP
counties have chosen to backfill current-year reductions in MISP
funding (using new discretionary revenues available to counties),
five counties have chosen not to backfill lost MISP funds at any level.
Overall, CSAC data indicate that counties .are backfilling
$123.1 million (75 percent) of lost MISP funds — representing a
$39.5 million (10 percent) reduction in funding for this program.
Thus, recent experience suggests that the programmatic impact of
the AB 8 proposal is difficult to predict and may vary widely by
county and by year. However, four programmatic impacts appear
hkely

1. Uncertainty over the level of funding for public health services,

inpatient care, and outpatient care is likely to occur, makmg

program planning and multiyear activities by counties difficult to

undertake. v
2. Variations between counties may exacerbate intercounty migra-
- tion, putting more strain on counties that provide greater alloca-

tions for public health services and inpatient/outpatient care.

3. Counties may be better able to fill programmatic gaps in non-
health areas because they would have greater flexibility in shifting
funds to other program areas of high priority within the. county.

4. Funding for public health services is most likely to decline, in both
large and small counties, because these services are often much
less visible than inpatient and outpatient care, making them more
vulnerable to reductions in funding.

Public health services comprise a broad range of activities generally
related to preventing disease and promoting health. Specific public
health activities include monitoring the spread of contagious diseases,
sanitation and restaurant inspection, immunizations, and health educa-
tion. These services affect not only the health of individuals but have
broader impacts on the health of communities.
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Unless the Legislature includes a specific requirement that funds be
earmarked for inpatient care, outpatient care, and public health services,
there is no guarantee that these services will be provided. The Legisla-
ture could choose to require that funds be earmarked for AB.8-type
services without creating a mandate under the State Constitution as long
as it:does not impose service level requirements.

2. How can the Legislature allocate funds between counties so as to
provide additional funds to some counties that receive a proportion-
ately lower amount of funds while at the same time not disrupting
existing services? The existing AB 8 program allocations are based on
historical spending by counties for inpatient and outpatient care and
public health services in 1977-78, adjusted by inflation and population
growth. As a result, AB 8 program allocations have not been sensitive to
changes in need for services (measured by county population or poverty
increases, for example) within and between counties.

Under the current AB 8 allocation formula, some counties (generally
those which have grown the fastest since 1977-78 or which spent
relatively little on health care in 1977-78) receive a lower proportion of
funds than they would receive if the allocation formula was linked to
measures of need. For example, San Diego County now comprises
8.4 percent of the state’s population, yet receives only 3.5 percent of AB
8 funds. Other counties (those which have grown slowly since 1977-78 or
which spent relatively large amounts on health care in 1977-78) receive
proportionally more than their share.. For example, San Francisco
comprises about 24 percent of the state’s population, yet receives
8.7 percent of AB 8 funds.

The proposed AB 8 program “realignment” presents the Legislature
with an opportunity to revise the allocation of funding to counties so that
the funding is more closely linked to the need for services. For example,
the Legislature could define need to includé such factors as poverty,
population, and fiscal capacity. On the other hand, revising the allocation
formula will inevitably lead to “winners and losers,” as noted above. This
leaves the Legislature with a policy trade-off: address existing inequities
in the funding allocation formula, or maintain the existing allocations and
provide some funding stability for counties.

3. To what extent does the Legislature want to retain existing
requirements for county data collection and reporting? Currently,
under AB 8 program requirements, counties must submit plans and
budgets outlining their anticipated expenditures by program area (com-
municable disease control or acute inpatient services, for example).
Counties must also submit actual cost data to the department. The
department uses this information to compile annual reports on indigent
care. These reports contain statistics on program expenditures, revenues,
and net county costs.

As funding for indigent care has become more complex (with the
addition of tobacco tax revenues, for example), counties have been
required to submit additional information as amendments to their (1) AB
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8 program plans and budgets and (2) .cost reports. In this way, the
department’s primary method .of monitoring county program allocations
related to indigent care is linked to the AB 8 program requirements.

Chapter 1331, Statutes of 1989 (AB 75, Isenberg), requires counties to
develop and implement county indigent care reporting systems. These
systems should provide additional indigent care data (such as utilization)
that can be compared across counties, something that has not been
possible to date.

If the AB 8 program is “realigned” and program responsibility is
returned to the counties, the Legislature is faced with a choice as to how
much data to require counties to collect and submit. On the one hand, if
counties are made completely responsible for making allocation decisions
and prov1dmg adequate funding, it could be argued that the state should
not require data collection and reporting.

However, regardless of the decision the Legislature makes with respect
to county ﬂexxblhty, there are good reasons why requiring some form of
county reporting may be appropriate. Utilization and expenditure data
provide the state the opportunity to oversee and monitor county
allocation decisions. This in turn could provide the Legislature with such
valuable information as (1) indications of changing county priorities and
potential service gaps and (2) ongoing comprehensive statewide public
health data (on county allocations for infectious disease control, for
example).

In evaluating the administration’s proposal for reahgmng” the AB 8
program, the Legislature may wish to consider revising and consolidating
county data collection and reporting requirements in order to (1)
minimize the burden on counties and (2) maintain the necessary data for
state oversight of public health and indigent care programs.

Conclusion. Overall, we find that the administration’s proposal to
“realign” the AB 8 county health services program poses major policy
questions for the Legislature. We further find that (1) the amount of
funding at stake is up to $1 billion annually, which is significantly more
than the AB 8 funding alone and (2) the programmatic impact depends
on whether counties continue funding these services voluntarily. We
recommend that the department report at budget hearings on. (1) the
specific details of its proposal and (2) how the proposal addresses the
major policy questions.facing the Legislature.

The Local Health Services Program is Proposed to Be Eliminated i in 12
Small Rural Counties

We find that the administration’s proposal to “realign” the local
health services (LHS) program may significantly affect 12 small rural
counties’ ability to provide public and environmental health services.
We recommend that the department report at budget hearings on (1)
the specific details of its proposal and (2) the feasibility of continuing
the LHS program within the framework of the administration’s
“realignment’ proposal.

The budget proposes to “realign” the LHS program by (1) eliminating
43 positions located in 12 rural counties and $2.7 million in General Fund
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support for the program and (2) providing counties with additional
revenue sources, which could be used to support LHS program-type
activities. The budget also proposes a similar “realignment” of the AB 8
county health services program (see preceding discussion in this item)
and local mental health programs (see Item 4440)..

Background. The LHS program provides public health nursing and
environmental health services to 12 counties with populations of less than
40,000 each. These counties are located primarily in northern California.
The department contracts with these counties for basic preventive health
and disease control services provided by state public health nurses and
sanitarians. The LHS program also implements the Public Health Nursing
Liaison and Certification Program, which (1) provides general public
health nursing consultation to local health departments and (2) receives
and processes applications for public health nurse certification in the
state. :

The LHS program was statutorily established in recognition of the
difficulty that small rural counties have in (1) attracting and retaining
health personnel, (2) providing the variety of public and environmental
health services required to ensure community health and safety, and (3)
complying with the statewide interest in ensuring adequate protection
for visitors and residents.

The LHS program provides coordinated delivery of public health and
environmental health services that may not otherwise be provided. These
services include sanitation and restaurant inspection, vector and rabies
control, child health and family planning activities, communicable dis-
ease control, and immunizations. Counties participating in the LHS
program contribute a per capita ($0.55) county match to the state.

Budget Proposal. The Governor’s Budget proposes to eliminate the
LHS program and return responsibility for providing these services to the
counties. At the time of our analysis, no specifi¢c information about the
proposal was available except that it would (1) eliminate 43 positions and
$2.7 million in state support for the program and (2) provide counties
with additional revenue sources through increases in motor vehicle
license fees and the state alcohol tax. (For a more complete discussion of
the budget proposal’s impact on state and county finances, see The
1991-92 Budget: Perspectives and Issues.) The administration had not
decided (1) how the additional revenues would be allocated among the
counties and (2) whether these additional revenues would be earmarked
for specific purposes. ,

In our preceding analysis on the AB 8 county health services program
“realignment” proposal, we address several policy questions facing the
Legislature in evaluating the administration’s proposal:

¢ To what extent does the Legislature want to provide counties with
increased flexibility over allocating funds between health programs
and other county services?

« How can the Legislature allocate funds between counties so as to
provide additional funds to some counties that receive a proportion-
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ately lower amount of funds whlle at the same time not disrupting

existing services? '
o To what extent does the Legislature want to retain existing require-
.. ments for county data-collection and reporting?

3

These questions also apply to the proposed LHS program “realign-
ment.” In addition to posing these questions for the Legislature, however,
we believe the administration’s proposal to eliminate the LLHS program
has an additional impact: it may significantly affect small rural counties’
ability to provide public and environmental health services. This is
because the size and scale of these counties’ programs often cannot justify
full-time positions and the commitment of necessary resources to ensure
that minimum services are provided. Additionally, small rural counties
are not able to compete for personnel as effectively as larger counties and
the state. In The 1990-91 Budget: Perspectives and Issues analysis of health
care in rural California, we specifically cite rural counties’ difficulty in
attracting personnel due to geographic isolation and limited resources as
a factor contributing to hospital distress — and thereby to limited access
to health care in those counties. We also criticize the state for not
providing coordinated programs, with centralized activities carried out
by the state, to rural counties that cannot afford to provide these services
individually.

Coordination Through the LHS Program Makes Sense. The LHS
program does provide coordinated services, with centralized activities

carried out by the state, to small rural counties. As such, it is an example-

of .the type of program we believe makes sense programmatically to
provide in rural areas. For example, recruitment and personnel functions
are carried on more efficiently and effectively at the state level than in
the 12 individual small counties. Coordination of public and environmen-
tal health activities helps avoid duplication of effort and gaps in services.

The Legislature May Have Options for Continuing the LHS Pro-
gram. Without additional information on the administration’s “realign-
ment” proposal, it is difficult to make specific recommendations. How-
ever, we believe the department should explore the option of continuing
the LHS program as it currently exists, perhaps with funding for the
program coming from the increased revenues to be made available to
counties. It might be possible, for example, for counties to contribute a
proportional share of the $2.7 million in funding required to continue the
program at existing levels. The counties’ ability to do this, however,
depends on the allocation formula developed for the “realignment”
proposal. S

We find that the administration’s proposal to “realign” the LHS
program may significantly affect small rural counties’ ability to provide
public and environmental health services. We recommend that the
department report at budget hearings on (1) the specific details of its
proposal and (2) the feasibility of continuing the LHS program within the
framework of the administration’s “realignment” proposal.
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Proposed Elimination of Clinic Funding for Services to Newly I.egullzed
Persons Poses Problems

We find that the proposed ehmmatzon of State: Legahzatzon Impact
Assistance Grant (SLIAG) funds to reimburse clinics for services
provided to newly legalized persons may pose significant problems for
clinics and reduce access to services for the newly legalized population.
To the extent that the Legislature adopts this proposal, however, we
recommend that it make a technical conforming reduction of $200,000‘
in. SLIAG funds for state operations because full staffi ing wtll not be
needed to conduct program close-out activities. :

The budget proposes to eliminate $15 million in SLIAG funds to
reimburse clinics for services prov1ded to newly legalized persons. The
budget also proposes $400,000 in SLIAG funds for state operations to
continue seven positions in the department related to the SLIAG-funded
clinics program.

The proposed elimination of SLIAG funds for the chmcs program is
part of the administration’s proposal to deal with the overall reductions in
SLIAG funds anticipated in the budget year. In making its proposed
allocations, the administration gave priority to programs for which a
federal or state mandate exists. These programs must continue to provide
services to eligible newly legalized persons, using state and/or local funds
when SLIAG funds are no longer available. The SLIAG-funded clinics
program does not fall into this catégory. (We discuss the overall issues the:
Legislature will have to consider in determining priorities for allocating -
SLIAG funds during the budget year in our discussion of Control Sectxon
23.50 later in this analysis.)

Impact on Clinic Services and Access May. Be Svgmf' cant, The
administration acknowledges the role clinics have played in providing
low-cost health care to economically disadvantaged and minority popu-:
lations. The administration further;acknowledges that the loss of SLIAG
funds will probably result in reductions in clinic services and operating
hours, and states in its Consolidated Transition Plan for State Legaliza-
tion. Impact Assistance Grant Funds:

“This will adversely impact client accessibility to health services as well
as the quality of care provided to them. The clients:will defer
preventive health care and care for minor problems. Elimination of
early treatment of many medical conditions leads to .chronic health
conditions that are extremely costly to treat. Furthermore, a significant
reduction in accessibility to clinic services will increase use of prlvate
and public emergency care facilities. :

We agree with the administration’s assessment and find that ehmmat-
ing the SLIAG-funded clinics programs may pose significant problems for
clinics-and reduce access to services for the newly legalized population.

Questionable Proposal to. Continue Department Support. Despite the -
proposed elimination of SLIAG funds for reimbursing clinics, the depart-.
ment also proposes $400,000.in state operations to continue seven:
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positions related to the SLIAG-funded -clinics program for the budget
year. This is 1.5 positions less than are funded in the current year.

According to the department; these positions are necessary to close out
the SLIAG-funded clinics program. - However, at the time of our analysis,
the department had failed to provide any documentation substantiating
the need for continuing these seven positions for a full year after the
program has been eliminated.

We believe it is'reasonable to expect some continued support activity
in the budget year to close out the SLIAG-funded clinics program.
However, we do not believe it is reasonable for these activities to require
almost the same level of staff support as exists during the current year.
Instead, we believe these activities can reasonably be accomplished
either by (1) funding the seven positions for half the year or (2) funding
half the positions for the full year. Therefore, to the extent that the
Legislature adopts the proposal to eliminate SLIAG funding for clinics,
we recommend that the Legislature also make a technical conformmg
reduction of $200,000 in SLIAG funds for state operations.

B. OFFICE OF AIDS ‘ ‘ ‘

As of January 1, 1991, almost 32,000 Californians have been diagnosed
with AIDS, and almost 21,000 have died. This is 5,000, or 19 percent, more
diagnosed cases than had been diagnosed one year ago. Although the rate
of increase in AIDS cases has declined from a year ago, the number of
AIDS cases will continue to grow. While the exact number of Californians
infected with human immunodeficiency virus (HIV). — the virus that
causes AIDS — is unknown, estimates from the Department of Health
Services (DHS) indicate that between 100,000 and 150000 additional
individuals may be infected.

The Office of AIDS is responsible for funding education and prevention
programs, conducting pilot projects, administering a testing and counsel-
ing program, analyzing the spread of the epidemic, providing technical
assistance, coordmatmg the activities of different state agencies, and
‘promoting AIDS vaccine research and development.

The budget proposes expenditures of $52.4 million, excludmg federal
special projects, in 1991-92 for the Office of AIDS. This is a decrease of
$4 million, or 7.1 percent, below estimated spending levels in the current
year. Table 10 displays expendltures from all funds in the past, current,
and budget years
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Program
Department support
Office of AIDS program support

activities ...
AIDS vaccine research and development
funds.......ocii

Reappropriation of vaccine clinical trial

funds....oooiivii
Reimbursements” ...............cooeveennn

Subtotals, department support..........

Local assistance

Education and prevention®...............
Block grants to counties...................
Epidemiological study .....................
Confidential testing and education........

Anonymous testing — alternative test

SIEES v e
California children’s services..............

Pilot care:

Home: and community-based care ©....

Chris Brownlie Hospice (at Barlow

hospital) ........ooiii
Targeted case management.............
Adult day health care ...................
Early intervention projects................
AIDS drug subsidy program ©.............

AIDS research facility (at San Francisco

General Hospital) ............ e
Residential AIDS shelters..................
AIDS Medi-Cal waiver [ ...................

Subtotals ..........cooeiiiiiii,

Totals, excluding special projects........

Federally funded special projects #

Surveillance and seroprevalence..........:
Information and edueation ................
Confidential testing and counseling.......

Alternative treatment (including AIDS

drugs) . .o.oeeiiiiii
Virology and epidemiology................
Viral antigens vaccines studies............

Subtotals, special projects...............
Totals, all funds..........................

Funding Sources

General Fund ................................
Federal funds ................................

AIDS Vaccine Research and Development

Fund............cocooiiiiiiiiiiiiin,

Item 4260
Table 10
Department of Health Services
Office of AIDS
Expenditures and Funding Sources
1989-90 through 1991-92
{dollars in thousands)
Actual Est, Prop.  Change from 1990-91
1989-90 1990-91 1991-92  Amount ~ Percent
$5,568 $6,451 $6,317 —8$134 -21%
(1,798) 1,798 - -1,798 1000
(2,000) 2,000 - —2,000 . —100.0°
67 — _ — —_
($5,635) ($10,249)  ($6317) (—$3,932) (—384%)
16,284 15,825 15,825 — —
5,464 5,488 5,488 — —
1,031 1,199 1,199 —_ —_
2,245 2,200 2,200 — -
4,563 5412 5412 —_ e
900 1,100 1,100 — —
7,399 6,116 6,116 — —
225 225 225 — -
- 327 435 435 —_ —
200 200 200 — —_
1,383 2,700 - 9,700 - —_
6,608 4,100 4,100 _— —
4,595 — - — —
702 721 661 —60 —-83
141 454 454 _— —
($52,067)  ($46,175)  ($46,115) (—$60) (—0.1%)
$57,702 $56,424 $52,432  —$3,992 -7.1%
2,239 5,000 5,000 - -
964 6,340 7,000 660 104
4,006 8,000 8,000 — —
6,037 9,000 9,000 — —
— 800 800 — -
— 450 450 — —_
($13,246)  ($29,590)  ($30,250) ($660) (22%)
$70,948 $86,014 $82,682  —$3,332 —3.9%
357,306 854257  $55063  —$21H —4.0%
13,575 29,959 30,619 660 22
— 1,798 — ~1798 1000
67 . — — — —

Reimbursements.

* Includes Federal Trust Fund monies totaling $329,000 in 1989-90 and $369,000 in 1990-91 and 1991-92 for

the AIDS Medi-Cal waiver program.
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“In 1989-90 includes a one-time reimbursement from the. City of Sacramento for state personnel
temporarily loaned to the city.

¢ In 1989-90 includes $607,000 reappropriated from unspent 1988 89 local assistance funds.

< In 1989-90 includes $2,475,000 reappropriated from unspent 1988-89 local assistance and support funds.

“Includes state funding only. Additional federal funding is included under federally funded special
projects.

"Includes state funding only. Federal matching funds are included under Medi-Cal.

# Figures for 1989-90 do not match the Governor’s Budget (which shows a total of $7 million in federally
Governor’s Budget understate the amount of federal funds actually spent in 1989-90. Figures for
1990-91 and 1991-92 are preliminary department estimates, subject to change. The increase between
198990 and 1990-91 (and 1991-92) funding reflects anticipated new funds from the federal
Comprehensive AIDS Resource Emergency Act of 1990. funded special projects for 1989-90). Due to
accrual accounting procedures, the figures in the

The $4 million decrease is due to the net effect of a vanety of changes.
The major changes are: S

e A reduction of $2 million in funds reappropriated from 1989-90
available in the current year for vaccine clinical trials.

¢ A reduction of $1.8 million in funds reappropriated from 1989-90
available in the current year for vaccine research and development.

In addition, the budget proposes $30.3 million in federal special project
funds. This is an increase of $660,000, or 2.2 percent, above estimated
current-year expenditures. The department advises that it is not able to
estimate the amount of federal funding that actually will be available in
the budget year. This is because of the uncertainty of the level of AIDS
funding that will be available in the federal fiscal year beginning on
October 1, 1991.

Legislative Oversight: Comprehensive AIDS Resources Emergency (CARE)
Act of 1990 Provides New Funds for AIDS Services in California .

We recommend that, prior to budget hearings, the department submit
updated information to the fiscal committees on (1) the amount of
federal funding the state will receive in 1990-91 and 1991-92, including
funds resulting from the CARE Act of 1990, and (2) its proposed
allocation plan for these funds.

The budget proposes a total of $30.3 million in federal special projects
funds in 1991-92. This is an increase of $660,000, or 10 percent, from the
current year. The department advises that proposed expenditures in each
of the current and budget years include anticipated new federal funding
in the range of $13 million resulting from the CARE Act of 1990. :

At the time of our analysis, the department did not know the exact
amount the state would receive from the CARE Act for 1990-91 and
1991-92. Applications for these funds are due to the federal government
by March 1, 1991, and award notifications will be sent out on April 1, 1991.
The department also advises that it has organized a working group
comprised of AIDS ‘experts and community providers to develop an
expenditure plan for CARE Act funds.

In order to weigh the policy options available to it, the Legislature will
need updated information (once it is available) on the amount of federal
funding available to the state for AIDS-related activities. Therefore, we
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recommend that, prior to budget hearings, the department submit
updated information to the fiscal committees on (1) the amount of
federal funding the state will receive in 1990-91 and 1991-92, including
funds resulting from the CARE Act of 1990, and (2) its proposed
allocation plan for these funds.

Continving Issues Related to AIDS Drug Subsidy Program

We recommend that the department report, prior to budget hearings,
on (1) its policy with respect to new AIDS drugs, (2) how it will fund
projected increases in program enrollment, (3) the findings of the
federal Office of Inspector General’s audit report and the department’s
plans to address any outstanding issues, and (4) its analysis of cheaper
ways to purchase AIDS drugs.

The budget proposes a total of $4.1 million in General Fund support for
the AIDS drug subsidy program in 1991-92. This is the same level of
General Fund support that is budgeted in the current year. The proposed
budget also includes $9 million in federally funded special project funds
for alternative treatment projects, including AIDS drugs. As noted
earlier, however, the amount of federal funding that will actually be
available for AIDS drugs in the budget year is uncertain.

Background. In October 1987, the Office of AIDS received $7.6 million
in federal funds to establish a program to provide the drug azidothymi-
dine (AZT) to low-income persons infected with human immunodefi-
ciency virus (HIV) who are not eligible for Medi-Cal. Since that time, the
program has expanded, most recently as a result of Ch 1246/89 (AB 2251,
Friedman) and Ch 141/90 (AB 1724, Friedman), to include aerosolized
pentamidine and to allow persons with incomes of up to $50,000 (some
with a share-of-cost requirement) to receive drugs: The original federal
funding has since been augmented by additional state and federal funds.

Policy and Fiscal Concerns. We have several concerns related to the
continuing implementation of the AIDS drug subsidy program:

1. What is the department’s policy with respect to new drugs that
become available for persons with HIV or AIDS? Currently, the AIDS
drug subsidy program reimburses counties for the costs of AZT and
aerosolized pentamidine only. However, there are other drugs that may
receive approval from the federal Food and Drug Administration (FDA)
prior to or within the budget year, including drugs that counteract the
side effects of AZT. Some of these drugs may be very costly, increasing
significantly the costs for which counties may seek reimbursement. The
department has not yet developed a policy addressing the potential for
funding new drugs. Therefore, we recommend that the department
report, prior to budget hearings, on (a) its plans for addressing new drugs
approved by the FDA and (b) what criteria it will use in determining
whether or not to reimburse counties for new drugs through the AIDS
drug subsidy program. .

2. How will the department fund increases in enrollment? In its request
for authorization to fund two new positions and provide $528,000 to
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counties for administering the share-of-cost and répayment provisions
required by Chapters 1246 and 141, the department projects enroliment
increases of up to 30 percent in the budget year. These projected
increases result from increased access to the program, primarily due to
recent changes in department policy allowing persons who are HIV
positive but are still asymptomatic to participate in the program.

Although the department maintains that it will have adequate funding
in the current year to fully fund the program, it acknowledges that
funding in the budget year is uncertain. In 1989-90, funding fell short of
expenditures by $3.4 ‘million. The department was able to address the
funding gap primarily by redirecting one-time unspent funds from other
AIDS programs to the drug subsidy program. However, funding for the
program has not increased in the current or budget years despite the
department’s projected increase in enrollment of up to 50 percent.
Therefore, we recommend that the department report, prior to budget
hearings, on (a) its prOJectlons for enrollment in the AIDS drug subsidy
program, (b) its assumptions in making these projections, and (c) how it
plans to address potential funding shortfalls.

3. Have counties been overpaid by the AIDS drug subsidy programp
The department discovered in early 1990 that certain counties which
directly purchase AZT from the manufacturer were paying less for the
drug than they were receiving from the state in reimbursements. Thus,
the department requested that counties return any excess reimburse-
ments. The department has also informed us that it recently received an
audit report prepared by the federal Office of Inspector General. The
report reviews the state’s AIDS drug subsidy program payments to the
counties. At the time of our analysis, this audit report was still confiden-
tial. Therefore, we recommend that the department report, prior to
budget hearings, on the findings of the Office of Inspector General’s audit
report and the department’s plans to address any outstanding issues.

4. Has the department fully analyzed cheaper ways of purchasing
AIDS drugs? In supplemental report language adopted last year, the
Legislature required the department to investigate ways of purchasing
AZT and other AIDS drugs more cheaply, mcludmg volume, bulk, or
direct wholesale purchase.

The department has concluded it is not cost-effectlve to make bulk
purchases of AZT. This conclusion is based on (a) the responses it
received to its invitation for bids and (b) its review of four of the largest
counties in the program, which purchase the drug directly from. the
manufacturer at costs equal to or below what the state would pay if it
accepted either of the bids it received. (As discussed above, the
department is addressmg the re1mbursement issue related to these
counties.)

While these four countles account for 65 percent of total program costs,
savings in the counties that account for the remaining 35 percent of
program costs could be significant. For example, if the department
reduced the cost per tablet by 14 percent for these remaining counties
(based on the lower of the two bids it received); its 1989-90 expenditures
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could have been reduced by $518,000 — almost enough to fund the entire
administrative cost increases proposed for 1991-92.

Based on our analysis, we believe the options for bulk purchase of AZT
and other AIDS drugs deserve more review. Therefore, we recommend
that the department provide a full report, prior to budget hearings, on its
rationale for not pursuing cheaper ways to purchase AZT and other AIDS
drugs.

Revised Request for Proposal (RFP) for AIDS Education and Prevention
Projects

We commend the Office of AIDS for its efforts to (1) link epidemi-
ological study results with its funding priorities for 1991-92 education
and prevention project contract awards and. (2) improve ongoing
evaluation of the effectiveness of various intervention projects. -

The budget proposes a total of $15.8 million in General Fund support
for AIDS education and prevention projects in 1991-92. This is the same
level of General Fund support as is provided in the current year. Of this
amount, $11.6 million is proposed to fund continuing multiyear contracts
for projects approved in prior years. The remaining $4.2 million will be
available for competitive bidding in the budget year, as specified in the
1991-92 RFP.

In developing the RFP, the Office of AIDS has specifically linked
results of recent epidemiological studies with its priorities for funding
proposals. According to the RFP:

Inclusion of the younger age groups (13-30 years)...is justified by the
increasing number of AIDS cases reported among persons between the
ages of 19 and 29 years. Findings by the [Office of AIDS] prenatal
survey and knowledge, attitude, belief, and behavior (KABB) surveys
also justify emphasizing interventions with young women and men.

Given the limited amount of funding available in the budget year for
funding AIDS education and prevention projects, we agree with the
Office of AIDS’ decision to explicitly target funding towards specific
behaviors and groups at high risk of infection, and to require inclusion of
an evaluation component in the projects. Therefore, we commend the
Office of AIDS for its efforts to (1) link epidemiological study results with
its funding priorities for 1991-92 education and prevention project
contract awards and (2) improve ongoing evaluation of the effectiveness
of various intervention projects.

C. FAMILY HEALTH

Maternal and Child Health (MCH)

Approximately $4.5 million in Federal Funds Available for Expenditure in
1991-92

We find that the department (1) has $3.1 million in federal MCH
Junds available but unbudgeted for 1991-92, (2) is likely to be able to
spend an additional $1.4 million in increased federal MCH grant funds
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during 1991-92, and (3) is likely to carry over other unspent funds for
expenditure during 1991-92,

Accordingly, we recommend that the department provide the legis-
lative fiscal committees, by April 1, an updated estimate of available
carry-over funds and its expenditure plan for federal MCH funds. We
further recommend that the Legislature (1) increase the department’s
expenditure authority to reflect funds available and (2) adopt Budget
Bill language specifying how the department should spend the funds.

The department proposes to spend $29.5 million in federal MCH funds
during 1991-92. This is a decrease of $7.9 million, or 21 percent, below
estimated current-year expenditures. This decrease in expenditures
reflects the department’s assumption that it (1) will spend the full
$8 million in one-time carry-over funds appropriated for expenditure
during the current year and (2) will not receive a grant increase from the
federal government during 1991-92.

Table 11 dlsplays funds available and expenditures in 1990-91 and
1991-92.

Table 11

Department of Health Services
Maternal and Child Health (MCH)
Available Federal Grant and Expenditures
1990-91 and 1991-92
{dollars in thousands)

Est. Prop. Change from 1990-91
1990-91 1991-92 Amount Percent

Funds available

Carry-over from prior fiscal year.............. $8,000 $1,238 —$6,762 —-84.5%
Federal grant .............ccoocoiilll 30,745 31,401 656 2.1
Total available...........cooeviiiiiiiinnn, $38,745 $32,639 —$6,106 —15.8%
Expenditures N
SUPPOTL. cvenvveirieiiiii e $3,628 $3,124 —$504 —139%
Local assistance ........oovevrieiriiinienneenns (33,879) (26,395) (—17,484) (—22.1)
MCH programs..........cooovviiviiininin. 28,113 19,871 —8,242 -293
California children’s services................ 4,704 4,704 — —
Child health and disability prevention —
HIB vaccine .......oovvevnvenininniennanens 1,062 1,820 758 714
Total expenditures...........cococevvvininns $37,507 $29,519 —$7,988 -21.3%
Carry-over to next fiscal year.................... $1,238 $3,120 $1,882 T 1520%

Additional Federal Funds may be Available for Expenditure in
1991-92. Our analysis indicates that there are three reasons why the
department is likely to have additional federal MCH funds available for
expenditure during 1991-92.

1. The budget does not reflect the expendzture of $3.1 million in federal
MCH funds available during 1991-92. As Table 11 reflects, the depart-
ment’s proposed current-year expenditures of $37.5 million -leave
$1.2 million unbudgeted and unspent during 1990-91, and hence available
for carry-over and expenditure during 1991-92. Similarly, according to the
department’s current expenditure plan, a total of $1.9 million in addi-
tional funds will be available for expenditure during 1991-92. Thus, with
the 1990-91 carry-over funds, the department will have $3:1 million
available that is currently unbudgeted.
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The department reports that it is working with the Department of
Finance to develop a plan for spending additional funds in both the
current and budget years. This plan should be available during the spring.

2. The budget assumes no increase in the federal MCH grant. Our
analysis indicates that the department is likely to receive a federal grant
increase during 1991-92. Specifically, based on actual experience over the
last five years, we believe the department will have an additional
$1.4 million in new federal funds available for expenditure during 1991-92.

3. The budget assumes no carry-over of unspent prior- or current-year
funds. The department has a history of carrying over unspent funds into
subsequent fiscal years. The department has assumed it will expend the
full $8 million in one-time carry-over funds. On the basis of past
experience, we believe some portion of this amount will not be spent and,
thus, will be available for one-time expenditure during 1991-92.

Legislative Direction Needed. Our analysis indicates that the depart-
ment is likely to have approximately $4.5 million in federal MCH funds
available for ongoing expenditure and an unknown amount for one-time
expenditure in 1991-92.

As part of its budget deliberations, the Legislature will need additional
information to (1) assess the reasonableness of the department’s spending
priorities and (2) ensure that available federal MCH funds are budgeted
and spent.

We therefore recommend that the department provide the legislative
fiscal committees, by April 1, (1) its plan for spending the roughly
$4.5 million in available MCH funds that we identify and (2) an updated
estimate of funds carried over for one-time expenditure during 1991-92.
We further recommend that the Legislature increase the department’s
expenditure authority to reflect the department’s estimate of funds
available during the budget year and adopt Budget Bill language
specifying how the department should spend the funds.

Three Million Dollar Reduction in MCH Programs

We recommend that the department provide the fiscal committees, by
April 1, (1) its plan for reducing 1991-92 expenditures for MCH local
assistance by $3 million, (2) an assessment of the impact of these
reductions, and (3) the criteria and alternative reductions it considered
when it chose to implement the $3 million reduction in MCH programs.

The department proposes to spend $22.7 million (all funds) on local
.assistance. for MCH programs during 1991-92. This is $9.7 million, or
30 percent, less than estimated expenditures on MCH local assistance
during 1990-91. This proposed reduction in expenditures is due primarily
to the expenditure of $8 million in unspent prior-year funds carried over
and proposed to be expended on a one-time basis during the current
year. .

The $3 Million Base Reductwn Replaced With One-Time Carry-Over
Funds. The Governor vetoed $3 million (General Fund) from the
department’s overall public health local assistance budget for 1990-91.



- Item 4260 HEALTH AND WELFARE / 567

The department chose to apply the full reduction to MCH programs.
However, in order to delay the ongoing impact of the $3 million
reduction in its MCH local assistance budget, the department chose to
use $3 million of the $8 million in available one-time carry-over funds to
replace the General Fund reduction it made to MCH programs during
1990-91. Specifically, as indicated in Table 12, the department is using
$3 million in one-time carry-over funds to support ongoing expenditures
of $7.9 million in the Adolescent Family Life Program (AFLP). (We
discuss the impact of reducing General Fund support for the AFLP later
in our analysis of the department’s MCH budget).

Table 12
Department of Health Services
Maternal and Child Health Program
Local Assistance
1990-91 through 1991-92
(dollars in thousands)

Est Prop. Change from 1990-91
Program 1990-91 1991-92 Amount Percent
Adolescent Family Life Program................ $7,850* $7,850 — —_
County allocations............ccocevvinininninns 3,589 3,589 — —
High-Risk Infant Follow-up Program............ 3,578 3,578 — —
Perinatal substance abuse pilot projects......... 2,152 2,152 —_ -—
SLIAG Programs .........ccovcuvinininenniinnnins 1,489 — ~§1,489 —~100.0%
Perinatal Regionalization Program.............. 1,815 1,815 —_ —
Epidemiological studies.............cocovuvinnes — 800 800 —b
Special Projects...........veeeneerrierieeneeeniins 1,400 1,244 —156 -1l
" Black infant health....................oie 4,218° 11,278 —3,000 —-70.1
Toll-free telephone line.......................... 984 984 — —
Diabetes in pregnancy project .................. 960 960 - —
Sudden infant death syndrome............;..... 683 683 — —
Data management projects.............ovvvinis 1,496 610 —886 -592
Preterm labor ......ccoovveviiiiiiiiiiiiinnnn, " 404 404 — —
Childhood injury.........cc.ocvveiiiiiiinninnne. 190 190 - -
Funding for positions established in 1989
Budget Act.........ocoiiiiiiiiiiii, —470 —470 - -
Community-Based Perinatal Services Program . — — - —
Prenatal outreach ...........ccoevviiiiiiiiinnn, 2,000 © — 2,000 —1000
Unallocated reduction ...............ccoeveienens — —3,000 —3,000 —
Totals ...ooieeii i $32,398 $22,667 —$9,731 —30.0%
Funding Sources
- General Fund......................cccoiinins $9 144 89144 — —
Federal MCH funds ................c.......... 28113 19871 —$8242 —-293
State Legalization Impact Assistance Grant.. 1,489 - —1,489 —100.0
Reimbursements ...............c..coiieininne. 652 652 — —

“Includes one-time expenditure of $3 million in federal carry-over funds.
" Not a meaningful figure.
© Reflects one-time expenditure of federal carry-over funds.

The budget does not propose to continue the use of the carry-over
funds or restore the $3 million General Fund reduction in 1991-92.

Recommendation. The Legislature will require additional information
from the department in order. for it to assess the impact of the
department’s proposed $3 million reduction in base MCH expenditures
for 1991-92. Specifically, the Legislature will want to assess the reason-
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ableness of the department’s expenditure priorities within the MCH and
fthe overall public health local assistance budget.

- Accordingly, we recommend that the department provide the fiscal
committees, by April 1, (1) its plan for reducing 1991-92 expenditures for
MCH local assistance by $3 million, (2) an assessment of the impact of
these reductions, and- (3) the criteria and alternative reductions it
considered when it chose to 1mplement the $3 million reductlon in MCH
programs.

Department Delaying Expansion of the Adolescent Family Life Program
(AFLP)

We fmd that the department has chosen not to implement the
provisions of Ch 720/90 (AB 2764, Roos). We recommend that the
department provide the legislative fiscal committees, by April 1,
information on the amount of General Fund resources required during
1991-92 to implement Chapter 720. We further recommend that the
Legislature shift the appropriate amount of General Fund monies from
the California Children’s Services Program to the AFLP, and replace
the General Fund amount with federal MCH funds.

- The department proposes to, spend $7.9 million (all funds) on local
assistance for the AFLP during 1991-92. This $7.9 million reflects
(1) $4.8 million in ongoing funding from federal MCH funds, (2)
$3 million in one-time federal MCH funds carried over from prior years,
and (3) $102,000 from the General Fund.

Background on Targeted Case Management. In the Analysis of the
1990-91 Budget Bill (page 529), we recommended that the DHS develop
a work plan for obtaining federal reimbursement for AFLP case man-
agement services through the Medi-Cal Program. Our analysis indicated
that the DHS could obtain approximately $2 million in federal Medi-Cal
reimbursements for services provided currently through the AFLP,
thereby allowing the Legislature either to (1) reduce the current
General Fund support for the program by this same amount or (2) use
the $2 million to expand services in the program. Chapter 720 required
the department to request federal approval for implementing targeted
case management in six AFLP project sites by April 1, 1991. After working
with federal officials, local AFLP providers, and other states, the depart-
ment believes it is feasible to implement targeted case management
within the AFLP, as required by statute.

Department Delays Implementation of Statute. In a fall 1990 letter to
the Joint Legislative Budget Committee, the department reported that
despite the promise of its work to date, it ceased work on obtaining
federal reimbursement for AFLP case management services through the
Medi-Cal- Program due to the unavailability of the General Fund
resources required for matching the federal share of Medi-Cal. Specifi-
cally, the DHS reported that it would not pursue development of this
program due to the Governor’s veto of $3 million from the General Fund
from the department’s public health budget. The DHS letter explained
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that the department chose to reduce the maternal and child health
(MCH) budget by this full amount, which leaves an insufficient amount
of General Fund monies necessary to match the federal portion of
Medi-Cal funds. Accordingly, the DHS reported that it would - cease
pursuing Medi-Cal targeted case management within the AFLP until
such time that it obtains an additional $3 million from the General Fund.

Department Rationale Misleading. Our analysis indicates that the
department’s rationale for discontinuing implementation of targeted case
management within the AFLP is misleading. The Governor’s veto of
$3 million General Fund did not, by itself, preclude the department from
implementing Chapter 720. Our analysis indicates that the department
itself made two distinct decisions that preclude it from moving ahead.
Accordingly, at any time it can reverse these decisions and continue
implementation.

First, the Governor vetoed $3 million from the General Fund from the
department’s overall public health budget. The department chose to
apply the full reduction to MCH, as opposed to other programs.
Presumably, the department assessed its overall priorities and believed it
could best sustain a $3 million reduction in MCH programs by backfilling
the reduction with federal MCH funds that were available for one-time
expenditure. The federal funds cannot be used as a match for receipt of
Medi-Cal funds. Therefore, the department’s spending plan precludes
implementation of Chapter 720. This does not change the fact that the
department could ‘have, and still can, alter its priorities and fund the
implementation of Chapter 720 by shifting the General Fund cuts to
other programs.

Second, the department has the option of switching General Fund and
federal MCH funds in other programs in order to free up the General
Fund resources needed to match the federal share of the additional
Medi-Cal costs. The DHS agrees that this funding switch is possible but
indicates that the switch might set a precedent that the department does
not support.

Separate from the department’s decision not to implement the pro-
gram until such time that it obtained additional funds, we find that it has
ceased work on developing targeted case management within the AFLP.
Thus, should the Legislature (1) appropriate additional funds or (2)
require a funding switch among MCH funds, the department will not be
in a position to spend the funds immediately. Rather, it will, at that point,
resume the necessary work on program design and development and
implementation of Chapter 720 will be further delayed.

Recommend a Funding Switch. The department indicates that it
would require a relatively small amount (probably less than $350,000) of
additional General Fund monies in 1991-92 to plan and prepare for
implementation of Medi-Cal targeted case management for the AFLP.

- Our analysis indicates that the department could transfer the amount of
General Fund monies required for implementation of Chapter 720 from
the California Children’s Services (CCS) Program to the AFLP and
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replace it with a like amount of federal MCH funds. Such a funding
switch offers several advantages:

¢ Switching General Fund and federal MCH funds between the CCS
Program and the AFLP allows for implementation of Chapter 720 at
no net cost to the General Fund.

¢ Supporting the CCS Program with a greater proportion of federal
MCH funds brings the state into closer compliance with federal
MCH funding requirements. This is because the federal government
requires the state to spend at least 30 percent of its federal MCH
grant on programs serving “children with special health care needs.”
The CCS Program is the major program serving children with special
health care needs in California. The CCS budget is supported by
$4.7 million, or 15 percent, of California’s federal MCH grant funds.

To provide the Legislature with the information it needs to ensure that
the department complies with the legislative requirements of Chapter
720, we recommend that the department provide the legislative fiscal
committees, by April 1, information on the amount of General Fund
resources required during 1991-92 to implement Medi-Cal targeted case
management within the AFLP. Once the Legislature has this informa-
tion, we recommend that it shift the appropriate amount of General
Fund monies (probably less than $350,000) from the CCS Program to the
AFLP, and replace the General Fund amount with federal MCH funds.

Cadliforniac Children’s Services (CCS)
Up to $6.9 Million in Prior-year Funds Wili Go Unspent

We find that approximately $6.9 million from the General Fund
appropriated to the CCS Program in 1989-90 will be unspent at the end
of the current year. We therefore recommend that the Legislature adopt
a new item to revert these unused funds to the General Fund, thereby
making them available for supporting other legislative priorities. (Add
Item 4260-495).

The CCS Program provides medical diagnosis, treatment, and therapy
to financially eligible children with specific handicapping conditions. The
program is operated jointly by the state and the counties. Medi-Cal pays
for services provided to children who are also eligible for Medi-Cal.

Budget Proposal. The department proposes $86.3 million (General
Fund) for local assistance in the CCS Program during 1991-92. This is
$4.6 million, or 5.6 percent, more than estimated General Fund expend-
itures for CCS local assistance in the current year. This increase primarily
reflects the net effect of:

¢ An increase of $3.6 million due to increased costs for treatment and

therapy services.

¢ An increase of $3 million due to caseload increases.

¢ An increase of $120,000 to reflect the budget-year impact of adding

infant heart transplants as a CCS benefit during the current year.

¢ A net decrease of $2.6 million resulting from instituting and admin-

istering a program- enrollment fee. This decrease of $2.6 million
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General Fund is the net effect of (1) a decrease of $2.7 million to
reflect enrollment fee collections of a commensurate amount, (2) a
decrease of $325,000 to reflect increased county collections of
treatment repayments, and (3) an increase of $407,000 for county
enrollment fee collection costs.

Unspent Funds from 1989-90. Our analysis 1ndlcates that approxi-
mately $6.9 million, or 8.3 percent, of the $83 million appropriated from
the General Fund to the department to fund the CCS Program’s 1989-90
costs remain unspent. While counties have until June 30, 1992 to submit
their 1989-90 claims, the department indicates that it historically has
received no county claims a year after the close of the fiscal year. Thus,
the department anticipates processing fmal claims for 1989-90 by March
1991.

Accordingly, we find that approx1mately $6.9 million of funds appro-
priated for the CCS Program in 1989-90 will not be needed for that year’s
claims. We therefore recommend that the Legislature adopt a new item
(Item 4260-495) to revert to the General Fund in 199091 the unused
funds appropriated by Ch 191/90 (AB.2563, Vasconcellos). These funds
will then be available to support other legislative priorities.

Program Enrollment Fees

We find that the department’s proposal to establish enrollment fees
in the CCS Program and the Genetically Handicapped Persons Pro-
gram (GHPP) has merit but (1) may leave a shortfall of up to
$3.1 million in the program budgets and (2) is inconsistent with
current law.

Accordingly, we recommend that the department provide the legis-
lative fiscal committees, by April 1, a contingency plan for supportmg
the CCS Program and the GHPP absent receipt of up to $3.1 million in
new reimbursements.

We further recommend that (1) the Legislature delete the éounty s
administrative costs from the budget and put the appropriation in the
bill (delete $407,000 from Item 4260-111-001) and (2) the department’s
proposal include a restructuring of the overall CCS administrative
cost-sharing ratio.

The department proposes enactment of leglslatlon to requlre (1)
families with children seeking services (other than therapy) through the
CCS Program and (2) adults receiving treatment and/or medication
services through the GHPP to pay an enrollment fee based on their
ability to pay. The department reports that families would: pay an
enrollment fee in addition to meeting their obligations to repay the
program for a certain proportion of treatment expenditures incurred by
the programs, as authorized under current law. Consistent with this
legislative proposal, the budget reflects several changes throughout the
CCS and GHPP budgets.

Background. Following is a description of the CCS Program and the
GHPP.

California Children’s Services. The CCS Program provides treatment,
therapy, and case management services to children with severe physi-
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cally handicapping conditions. Under current law, program eligibility is
limited to families with (1) annual adjusted gross incomes (AGIs) of less
than $40,000 or (2) high medical costs (which is defined to mean that
their cost of health care exceeds 20 percent of their AGI).

Families with incomes exceeding (1) 200 percent of the AFDC basic
need level ($16,660 for a family of three) plus (2) an annual disability
allowance of approximately $3,400 are required to repay the program for
its expenditures, up to an amount that does not exceed twice the families’
annual state tax liability. The counties retain 25 percent of the family
repayments they collect, and 75 percent of repayments accrue to the
state. The department reports that the counties collected 56 percent of
family repayments owed during 1989-90.

Genetically Handicapped Persons Program. The GHPP provides nec-
essary medical treatment and case management to adults with specific
medical conditions: hemophilia, cystic fibrosis, sickle cell disease, neuro-
logical disorders, and metabolic diseases. The GHPP authorizes care for
those persons with these conditions who are eligible for Medi-Cal. In
addition, GHPP pays for authorized services that are not reimbursed by
other third-party payors.

Financial eligibility requirements for the GHPP are similar to those
applying to the CCS Program. In addition, however, persons whose AGIs
exceed $40,000 are eligible for GHPP services when the cost of their care
does not exceed 20 percent of their AGI, as long as they repay the
program for the total cost of services provided. The department reports
that it collected 70 percent of repayments billed during 1989-90.

Department’s Proposal. Following are the components of the depart-
ment’s proposal.

1. Fee Schedule. The department proposes to require families with
incomes exceeding the federal poverty level to pay a fee — according to
a sliding scale — before enrolling in the GHPP and CCS Program.
Generally, families would pay between $10 and $200 per year, depending
upon family size.

2. County Costs. The department proposes to provide counties with
$407,000 from the General Fund to support the additional administrative
costs resulting from explaining, collecting, and recording client fees.

3. State Administration. The department requests $93,000 from the
General Fund for 1.5 positions to (a) develop and administer policy on
CCS/GHPP enrollment fees and (b) collect fees in the GHPP.

4. Collections. The department estimates that its proposed fee schedule
could generate fee revenue totaling $3.5 million.

In addition, the department’s budget proposal assumes:

o Authorizing legislation will be enacted by July 1, 1991.

¢ County and department staff will be ready to implement collections
at that time. . .

o The state will receive 100 percent of fees collected by the counties.

Furthermore, the budget reduces $3 million in General Fund support
for the CCS Program to reflect the department’s assumptions that:
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o Actual CCS fee collections will total $2.7 million, or 75 percent of fees
billed. "

s Family repayments will increase by $325,000, or 37 percent, as a
“spill-over” benefit from increases in county staff provided for
collecting enrollment fees.

..In the GHPP, the budget reflects fee collections of $135,000, or
100 percent of fees billed, and offsets General Fund support by a
commensurate amount.

5. Utilization. The department assumes that 1mplementatxon of an
enrollment fee will have no impact on families’ utilization of CCS
services.

Department’s Proposal Merits Consideration. We believe that the
serious condition of the General Fund underscores the need for the
administration and the Legislature to take a hard look at (1) restructur-
ing existing programs in ways that make sense both programmatically
and fiscally and (2) shifting a share of program costs to service recipients,
to the extent feasible. Our review indicates that the department’s
proposal attempts to do just this and, therefore, warrants the Legislature’s
consideration.

We also find, however, that the department’s proposal raises numerous
policy and technical issues, which we discuss below.

1. Instituting Enrollment Fees. We find that the concept of requiring an
-enrollment fee within the CCS Program is a reasonable one for two
reasons. First, the income eligibility standards are higher for CCS than for
those in most other health programs. Second, other family health
programs, such as family planning and MCH, require — or allow
providers to require — participants to pay. copayments or fees of some
amount.

However, unlike these other family health programs, the CCS Program
also requires families to repay part of the cost of their treatment. As a
result, the department’s proposal results in certain families paying both
to access and to use services. We find that this approach is not unlike that
used by certain health insurers; families pay monthly or annual premlums
as well as a copayments or deductibles.

2. The Fee Schedule’s Definition of Low-Income Families. We have no
analytical basis for determining the most appropriate definition of low
income to use in determining familial responsibility for paying CCS and
GHPP enroliment fees. Our review indicates that by defining low-income
families as those below 100. percent of the federal poverty level, the
department’s proposal is consistent both with federal law and the
definitions of low-mcome families used by certain other family health
programs.

We find, however, that the definition -of low income the department
proposes to use for its CCS enrollment fee varies from the definition of
low income used (a) in the CCS Program for determining family
repayment obligations (200 percent of the AFDC basic need level) ‘and
(b) in other health programs, such as Medi-Cal pregnancy-related
services and Child Health and Disability Prevention (which use 185 and
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200 percent of the federal poverty level, respectively). We also ﬁnd that
to the extent the Legislature raises the definition of low income, it will
also decrease the revenue associated with the department’s proposal.

3. Effect on Utilization. We have no analytical basis for determining
the extent to which families will choose not to seek case management
and/or treatment as a result of requiring them to pay-an enrollment fee.

4. Estimated Collections. Our analysis indicates that the department’s
estimate of fee revenue is wholly unrealistic for three reasons.

First, we do not believe that the department and the counties will be
prepared to implement fee collections by July 1 — the department’s
estimate of when the bill will be enacted. Even if the bill is enacted July
1, we believe a change of this magnitude will require the department to
(a). develop numerous policies, forms, and procedures and (b) spend
significant time working with and training county CCS staff. We believe
it is more realistic to expect the department and the counties to phase in
.implementation, with fee collections beginning no earlier than October 1,
1991. :
Second, we find that the department’s estimated collection rates —_
75 percent in the CCS Program and 100 percent in the GHPP — appear
overly optimistic given the program’s existing freatment repayment
.collection rates of 56 percent and 70 percent, respectively. Moreover, we
believe that counties’ fee collection rates actually may be lower than their
repayment collection rates, because the department does not propose to
provide counties a 25 percent share of the fees they collect.

Third, we do not believe that CCS ‘treatment repayment collectlon
rates will increase by 37 percent as a result of providing counties
additional staff for fee collections. At least initially, we expect county staff
to be preoccupied with collecting fees rather than increasing collections
of repayments, and thus foresee little of the “spill-over” benefit envi-
sioned by the department. Moreover, once families are faced with having
to pay both an enrollment fee and a repayment obligation, collectlon
rates for one or both may suffer.

We find that the (a) date of program implementation and (b) actual
fee and repayment collection rates — and therefore revenue — are both
uncertain and unrealistic and may leave a shortfall of up to $3.1 million in
the program budgets. Accordingly, we recommend that the department
provide the Legislature a contingency plan for supporting the programs
absent receipt of up to $3.1 million in new reimbursements. - :

5. County Administrative Costs. We identify two problems with the
department’s proposal to provide counties $407,000 for collecting fees.
First, the administrative costs attributed to counties reflect the assump-
tion that families will not appeal their fees to county staff. To the extent
families'do appeal their fees, county costs associated with collecting fees
will increase. County CCS staff report that families often appeal their
repayment obligations. Given this, we do not believe the department’s
assumption that no families will appeal their enrollment fees is realistic.
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Second, the department’s proposal to provide the counties with
100 percent of estimated county administrative costs associated with

collecting fees. represents a major departure from the existing adminis-.

trative cost-sharing ratio contained in statute. Specifically, under current
law, the state provides counties with administrative funds that equal
4.1 percent of their treatment budget. Counties bear 100 percent of their
administrative costs above this level. In contrast, counties bear 25 percent
of costs for dlagnosxs treatment, and therapy expenditures. .

However, as we pointed out in the Analysis of the 1990-91 Budget Bill
(please see page 533), we believe that current system of funding county
administrative costs provides counties little incentive to adequately staff
their programs .or seek third-party reimbursements. Accordingly, we
recommended that the Legislature consider matching county adminis-
trative expenses by at least the same 75 percent share that is utilized for
diagnosis, treatment, and therapy expenditures.

We question the precedent in funding 100 percent of the countles fee
collection costs. However, we nevertheless agree with the thrust behind
the ‘department’s proposal — recognizing the fiscal benefit to paying a
greater state share of county administrative costs that result in increased
General Fund revenue. Accordingly, we find that the department’s
proposal’ is inconsistent with current law and recommend that the
department include “in its legislative proposal a restructuring of the
overall county administrative cost-sharing ratio.

' Recommiendations. We find that the department’s proposal to estabhsh
enrollment fees in the CCS Program and the GHPP has merit and
warrants the Leglslature s consideration. We find, however, that the.
department’s proposal raises significant policy and technical issues:
(1) whether to establish a program enrollment fee in the CCS Program
and the GHPP, (2) how to define low income for determining familial
responsibility for paying enrollment fees, (3) whether or how to counter
the fees’ potent1a1 impact on utilization, (4) the level and budgeting of
fee reimbursements and repayments, and (5) the level and financing of
the counties’ administrative costs. : -

Furthermore, we find that the department ] proposal to support the
GHPP and CCS Program with $3.1 million in new reimbursements is
wholly unrealistic and may leave a shortfall of up to $3.1 million in the
program budgets. Accordingly, we recommend that the department
provide the legislative fiscal committees, by April 1, a contingency plan
for supporting the programs absent receipt of up to $3.1 million.

Finally, because we find that the department’s proposal to provide
counties with 100 percent of their billing and collection costs is inconsis-
tent with existing law, we recommend that the (1) Legislature delete
these costs from the budget and put the appropriation in the bill (delete
$407,000 from Item 4260-111-001) and (2) department include, as part of
its legislative proposal, a restructuring of the overall administrative
cost-sharing ratio in the CCS Program.
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Legislative Direction Needed on $10 Million Augmentation for Family
Pianning

We recommend that the department provide the legislative fiscal
committees, by April 1, its expenditure plan for the $10 million
augmentation for family planning services. We further recommend
that the Legislature adopt Budget Bill language speczfymg how it
wants the department to spend the $10 million.

The budget proposes $46.4 million from the General Fund for family
planning services in 1991-92. This' amount consists of $1.7 million in
support of the Office of Family' Planning (OFP) and $44.7 millien for
contracts with local agencies. Under these contracts, agencies provide
clinical services primarily related to contraceptives and/or 1nformatlon
and education.

Budget Reflects Augmentation of $10 Million. The budget request of
$44.7 million for local agency contracts reflects an increase of $10 million,
or 29 percent, over estimated General Fund expenditures on local agency
contracts during 1990-91. The department reports that it will spend this
additional $10 million in targeting clinical services to two groups it
considers to be at high risk for unwanted pregnancies: unmarried
teenagers and substance abusers. As a result of these targeted activities,
the department expects to avoid General Fund expenditures totaling
$5.1 million during 1991-92 in state Medi-Cal funds ($4 million) and in
AFDC costs ($1.1 million). The budget therefore reflects a net General
Fund increase of $4.9 million for providing a $10 million increase to the
OFP. (We discuss the proposed Medi-Cal and AF DC savings in our
analyses of those programs.)

The department has not decided how it will allocate and target the
$10 million augmentation. Specifically, the department has not deter-
mined (1) whether all or a limited group of OFP providers will receive
contract increases and (2) how OFP providers will be required to spend
the increased funds in order to reach the targeted populations.

The department reports that it is working with providers of (1) family
planning, (2) perinatal substance abuse pilot projects, and (3) drug
treatment services in order to determine how best to spend the
$10 million augmentation. The department expects to complete its
expenditure plan by the end of March.

Legislature Has at Least Two Choices on How to Spend the $10 Mil-
lion. Our analysis indicates that fam1ly planning services appear to be
cost-beneficial. In a study conducted in 1989, the University of California,
San Francisco (UCSF) found that for every dollar spent on family
planning services in California, $12.20 was saved in AFDC, Medi-Cal, food
stamps, and other service costs. Accordingly, we find that the depart-
ment’s proposal to invest in expanding family planning services has merit,
and we recommend approval

Assuming the $10 million is used to support service expansions, our
analysis indicates that the Legislature has at least two ways in which it
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could direct the department to spend the additional funds: (1) general or
(2) targeted service expansions. We discuss these options below.

1. General Service Expansion. The Legislature can use additional funds
to serve more persons in need of subsidized services. The department
estimates that the $10 million will allow OFP-funded agencies to provide
an additional 229,000 subsidized 'clinical/contraceptive visits to low-
income persons. The UCSF study we mentioned previously found that
the state would save $12.20 for every additional dollar spent on family
planning services. However, our analysis indicates that the level of
savings associated with providing more subsidized visits to the overall
population of potential family planning clients will vary to the extent the
persons served might otherwise obtain family planning services on their
own.

2. Targeted Service Expansions. The Legislature could also use all or a
portion of the additional funds to target new or high-risk (a) populations
and/or (b) services through the family planning program.

For example, the department proposes to use the $10 million to target
services to two high-risk populations — unmarried teens and substance
abusers. The department also indicates that it may prove difficult to limit
the populations served by family planning providers. It may be possible,
however, to serve new populations by (a) contracting in geographically
underserved areas or (b) allocating funds according to the proportion of
the underserved population within a contractor’s catchment area.

Another option is to use the funds to target new or high-risk services
within the family planning program. As one example, spending additional
funds on chlamydia testing may be (a) a cost-beneficial and (b) an
effective way to target services to the high-risk populations — teens and
substance abusers — highlighted in the department’s proposal.

According to a report published by the department in 1988, chlamydia
is the most prevalent sexually transmitted disease (STD) among the
population in general, and between 6 percent and 23 percent of family
planning clients have this infection. Currently, the OFP does not
reimburse family planning providers for testing clients for chlamydia
infection due to funding limitations.

Recommendation. We find that the department’s proposal to invest an
additional $10 million in expanding family planning services has merit,
and we recommend approval. As discussed above, the Legislature has at
least two options for targeting the funds: general or targeted service
expansion.

In order to assist the Legislature with its deliberations, we recommend
that the department provide the legislative fiscal committees, by April 1,
its expenditure plan for the $10 million augmentation. We also recom-
‘mend that the Legislature adopt Budget Bill language specifying how it
wants the department to spend the $10 million.
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Department Proposes Funding Switch

We withhold recommendation on the proposal to fund genetic
disease-related programs from reserves in the Genetic Disease Testing
Fund (GDTF) pending receipt of additional information from the
department.

The budget proposes to shift $1.9 million for support of three genetic
disease programs — Prenatal Diagnosis, Tay Sachs Prevention, and Sickle
Cell Counseling — from the General Fund to the GDTF, which is
supported by fees. ,

Genetic Disease Pé'ograms Supported by the GDTF. The GDTF
currently supports two main programs: Neural Tube Defects and New-
born Screening.

Neural Tube Defects (NTD) Program. Neural tube defects are severe
birth defects that are frequently responsible for fetal death, infant death,
and serious disabilities. The NTD Program was established in 1986 to
detect these and other severe defects, such as Down’s syndrome, early in
a woman’s pregnancy. The program also provides counseling to affected
pregnant women and their families. Approximately 50 percent of-all
pregnant women choose to be screened. These women pay. a $49 fee,
which is deposited into the GDTF. Medi-Cal pays for testing eligible
women. ’

Newborn Screening (NBS) Program. The NBS Program tests. all
newborns — at a cost of $24 — for a series of preventable hereditary
disorders. Like the NTD Program, fees collected in the NBS Program are
deposited into the GDTF. As part of the NBS Program, all newborns are
screened for the sickle cell disease and trait, which affect less than
2 percent of infants born in California. The department contracts with
centers throughout the state to provide follow-up treatment, testing,
and/or counseling to famlhes (1) with affected newborns or (2) who
carry the trait.

Genetic Disease Programs Supported by the General Fund. The
General Fund supports three genetic disease programs:

Sickle Cell Counseling. Sickle cell is a hereditary chronic form of
anemia that is treatable. Currently, the department receives a total of
$722,000 annually from the General Fund for the Sickle Cell Counseling
Program, of which $539,000 is used for contracts with agencies throughout
the state to provide education, outreach, and counseling services to
individuals and groups at risk of the disease. Some of the at-risk persons
referred to sickle cell counseling centers are identified through the NBS
Program as carrying the sickle cell trait.

Tay Sachs Prevention. Tay Sachs is an inherited metabolic defect that
becomes evident in early infancy. Affected children (1) suffer progres-
sive deterioration, loss of function, and profound mental retardation
before dying at three to five years of age and (2) often require care in
state developmental centers.
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Currently, the department receives $486,000 annually from the Gen-
eral Fund in order to (1) identify, through community blood testing
projects, carriers among couples at high risk of giving birth to an infant
with Tay Sachs and (2) provide monitoring of high-risk pregnancies in
order to identify fetuses affected with the disease. The department
reports that it screens approximately 11,500 persons annually for the Tay
Sachs trait. The department does not know the actual cost of conducting
a Tay Sachs test.

Prenatal Diagnosis. This program, established by Ch 1272/78 (AB 3720,
Rosenthal), requires the department to (1) develop standards and (2)
provide subsidies for the amniocentesis procedure, in which a sample of
a pregnant woman’s amniotic fluid is removed around the sixteenth week
of pregnancy and used to detect a variety of fetal abnormalities.
Eligibility for the program includes women who are (1) 35 years of age
or older or (2) have a genetic history placing them at risk for giving birth
to an infant with a genetic disorder. According to the department, the
program was established in recognition of the major state costs for caring
for persons with developmental and physical disabilities.

The department receives a total of $730,000 annually from the General
Fund for this program, of which $654,000 is for contracts with 15 prenatal
diagnosis centers (PDCs) throughout the state. The department reports
that each of the 15 centers spend their program funds differently — on
counseling, subsidies, or laboratory services — that essentially “under-
write” the provision of amniocentesis. The department reports that (1)
virtually all women receiving an amniocentesis in California obtain them
through PDCs and (2) approximately 22 percent of the women served in
PDCs are referred from the NTD Program. The department reports that
PDCs are required to accept Medi-Cal as a contract condition.

Budget Proposal. The budget proposes to shift the (1) $1.6 million in
local contract funds and (2) $260,000 in department support for the Tay
Sachs, Prenatal Diagnosis, and Sickle Cell Counseling Programs from the
General Fund to the GDTF in 1991-92. The department proposes to
finance the 1991-92 program costs from the GDTF reserve, rather than
implementing new fees immediately. The department states it will raise
(1) NTD fees to cover costs of the Prenatal Diagnosis and Tay Sachs
Prevention Programs and (2) NBS fees to cover costs of the Sickle Cell
Counseling Program in 1992-93.

Proposed Funding Shift Raises Major Policy Issues. While the
department does not propose to raise fees to finance the funding switch
in the budget year, but instead proposes to use GDTF reserve funds, we
find that supporting these costs from GDTF reserves raises policy issues
regarding the appropriateness of supporting these programs with fees in
future years. Specifically, our analysis indicates that the funding switch
proposed by the department raises two major questions:

o Are the programs’ benefits mostly public or mostly private? As a
general rule, fees are most appropriately used to finance programs
when the benefits of the program are mostly private. Programs that
benefit the general population are most appropriately funded by the
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General Fund or other nonfee sources of financing if available. This
is because individuals will generally consider only their individual —
and not society’s — costs and benefits when deciding whether to pay
for receiving a specific service.

o What “user” class should most appropriately finance the programs?
Generally, if distinct beneficiaries or “users” of a program can be
identified, fee-based financing may be appropriate.

Accordingly, applying these questions to the three programs in the
department’s proposal raises some issues the department needs to
address. For example, to the extent the Tay Sachs Testing Program (1)
benefits the general population through avoiding high costs for state
developmental center care and/or (2) seeks to subsidize a particular
activity — the test — the program may be most appropriately funded by
the General Fund or a nonfee source of financing.

'Recommendation. While the department does not propose to raise fees
to finance the funding switch of $1.9 million in the budget year — but
instead proposes to use GDTF reserve funds — we find that supporting
these costs from reserves raises policy issues regarding the appropriate-
ness of supporting these programs with fees in future years. Accordingly,
we find that financing these programs from reserves (1) sets a policy
precedent and (2) will require a future General Fund augmentation
should the Legislature decide that future fee-financing is inappropriate.

The Legislature will require additional information from the depart-
ment before it can assess the reasonableness of the department’s pro-
posal. Accordingly, we recommend that the department provide the
legislative fiscal committees, by April 1, (1) the actual amount of fee
increase required for the NBS and NTD' Programs to finance the
department’s proposal beginning in 1992-93 and (2) information on
alternative user classes and associated fees for each of the three programs
contained in the department’s proposal. We withhold recommendation
pending receipt of the above information.

Child Health and Disability Prevention (CHDP)

Legislative Oversight: Funding and Demand for CHDP Screens Increasing
Substantially

The budget proposes to spend $68.8 million (all funds) providing health
assessments, or screens, to low-income children through the CHDP
Program during 1991-92. This amount is $15.9 million, or 30 percent, more
than estimated expenditures on health assessments during 1990-91. Of the
$15.9 million in additional funds requested by the department, $12.8 mil-
lion, or 81 percent, is for health assessments supported by the Clgarette
and Tobacco Products Surtax (C&T) Fund.

Background on COT Fund, The C&T Fund was established by’

Proposition 99 (the Tobacco Tax and Health Protection Act of 1988). This
measure established a surtax of 25 cents per package on cigarettes and an
equivalent amount on all other tobacco products. This surtax generated
almost $1.7 billion in new revenues available for expenditure in 1989-90
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and 1990-91. Chapter 1331, Statutes of 1989 (AB 75, Isenberg), allocated
the vast majority of these funds.

Specifically, Chapter 1331 allocated a total of $38.1 million to the CHDP.
Program to provide health screens to children between 6 years and 18
years of age whose family incomes are at or below 200 percent of the
federal poverty level. Prior to enactment of this measure, the. CHDP
Program provided health screens to children under six years of age whose
family income was at or below 200 percent of the AFDC basic need level.

Business is Booming in the Current Year. The department estimates
that the CHDP Program will provide a total of 970,870 screens during
1990-91 at a total cost of $52.9 million. This is an increase of 143,000, or
17 percent, above the number of screens budgeted in the 1990 Budget
Act. The department estimates that a deficiency appropriation will be
sought to fund the increased number of screens. As part of this rev1sed
current-year estimate, the department assumes:

o General Fund supported screens will increase by 60, 200 or 12 per-

cent, necessitating a General Fund increase of $4.7 rmlhon or
22 percent, above the amount appropriated in the 1990 Budget Act.
¢ C&T Fund supported screens will increase by 82,660, or 24 percent,

necessitating an increase in C&T funds of $3.5 million, or 16 percent

above the amount appropriated in the 1990 Budget Act.

The department attributes the increase in General Fund supported
screens to outreach and education programs administered by the prena-
tal care guidance and C&T Fund supported programs. It reports that
General Fund expenditures are increasing at a greater rate than the
number of screens due to an increase in the cost per screen resulting, in
large part, from increased numbers of immunizations provided children
during their health screen. Furthermore, the department attributes
increases in C&T Fund supported screens to the fact that it had no actual
data to draw upon in building its prior estimates.

Growth in Screens Assumed to Level Off During 1991-92. The budget’

for 1991-92 proposes an increase in all funds of $15.9 million, or 30 percent,
above estimated expenditures during 1990-91. Included within this
increase are (1) an increase of $2.2 million from the General Fund, (2) an

increase of $12.8 million in C&T funds, and (3) an increase of $700, 000 in,

federal MCH funds.

In building its estimate, the department assumed that growth in the
monthly number of C&T funded screens will continue through the end
of the current year, and then level off. The department reports that this
type of leveling off has occurred in the CHDP Program in the past when
it has expanded eligibility to new populations. To the extent growth in
C&T funded screens differs from past experience; funding needs will
increase or decrease accordingly. ,

CHDP Progrnm Supported With Federal Mclernulv and Child Health Funds

The department has received a total of $4.6 million in new federal

MCH funds available for expenditure over the current and budget years.
Approximately $2 million of this amount is available for- expenditure
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during 199091 and $2.6 million is available for expendlture durmg
1991-92.

The department proposes to spend $1.1 million in 1990-91 and
$1.8 million in 1991-92 of the increased federal MCH funds to immunize
children in the CHDP Program against Hemophilus Influenza Type B
(HIB) with a new vaccine that offers better protection than the vaccine
used currently. Thus, the department proposes to spend 63 percent of its
total federal MCH grant increase providing HIB vaccine through the
CHDP Program in the current and budget years. .

Legislature Has Not Previously Supported the CHDP Program With
Federal MCH Funds. We find that the Legislature has never previously
used federal MCH funds to support CHDP Program costs. Accordingly,
the department’s budget proposal represents a departure from the
Legislature’s fiscal policy to date.

Our review also indicates that the department’s proposal to use federal
MCH funds for immunizing children through the CHDP Program may
be appropriate. In fact, recent federal requirements imposed on the
federal MCH block grant require states to ensure that they will meet the
Surgeon General’s health objectives, which include childhood immuni-
zation rates. Thus, the question facing the Legislature is whether or not
it wants to use federal MCH funds to support these CHDP Program costs.

D. 'ENVIRONMENTAI. HEALTH, PREVENTIVE MEDICAL SERVICES,
LABORATORY SERVICES, AND OFFICE OF DRINKING WATER

Immunization Program is Underfunded

We recommend a reduction of $8,460,000 in federal funds to reflect
the department’s most recent estimates of federal funding for the
childhood immunization program. In addition, we find that (1)
Junding for the immunization program will not be sufficient to meet
demand for vaccines in 1991-92 and (2) the funding shortfall is likely
to grow in 1992-93. (Reduce $8,460,000 in Item 4260-005-890.) -

The budget proposes a total of $27.2 million to purchase vaccines
against various childhood diseases. This amount consists of $2.2 million
from the General Fund and $25 million in federal funds. Under the
immunization program, the department purchases vaccines, at a reduced
price, from the federal Centers for Disease Control (CDC) and distrib-
utes the vaccines to local health departments for use in public clinics. The
program provides more than two million doses of vaccines annually to
immunize children against diseases such.as polio, measles, mumps,
rubella, diphtheria, tetanus, and pertussis.

Budget Overestimates Federal Funds. The department mdlcates that
the $25 million in federal funds proposed in the budget represents the
amount it requested from the CDC, rather than the amount actually
granted by the CDC. In fact, in supporting information submitted by the
department, it estimates that the state is likely to receive no more than
.$16,540,000 from the CDC, or $8,460,000 less than the amount budgeted.
Accordingly; we recommend a reduction of $8,460,000 in federal funds to
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reflect the department’s most recent estimate  of federal funds for
childhood immunizations.

Immunizations Underfunded in 1991-92. Our analysis indicates that
the amount projected to be available in 1991-92 for immunizations is
insufficient to. meet the department’s estimated demand for vaccines.
Table 13 shows the amount likely to be available for purchasing vaccines
compared with the amount the department estimates is needed to meet
the demand for vaccines in both 1991-92 and 1992-93. As shown in Table
13, the amount needed to meet estimated demand for vaccines in 1991-92
exceeds available funding by $2.7 million, or 13' percent of proposed
expenditures.

In addition, our review indicates that the shortfall in fundmg may
exceed $2.7 million. The CDC has notified the department that the prices
negotiated by. the CDC for the vaccines are likely to increase by
5 percent to 10 percent in 1991-92 compared with the 1990-91 prices.
Table 13 assumes that the cost of the vaccines will increase by 5 percent
in 1991-92: However, if the costs of the vaccines increase by 10 percent,
rather than 5 percent, the shortfall in funding will increase from
$2.7 million to $3.8 million.

Table 13
Department of Health Services
Childhood Immunization Program
Funding for Vaccines Against Childhood Disease:
i 1991-92 and 1992-93
(dollars in thousands)

1991-92 1992-93

Federal funds.................. [ TUUPTTUUTOTO RO SR $16,542 $13720

General Fund.................. O S PR 2,170 2,170
Total funds.......... PPt $18,712 ©$15800

Estimated vacCine COSES: . .vvvvereriierrererererveersrersnnenainns $21,454 * $21.454
Difference ...cc....vein i et ene e eeaanis —$2,742 - $5,564

* Assumes a 5 percent increase in vaccine costs compared with the 199091 costs of vaccines.

Shortfall Will Increase in 1992-93. In addition to comparing proposed
revenues and-expenditures for the immunization program in 1991-92, we
projected estimated revenues and expenditures for the vaccine program
beyond the budget year into 1992-93. As shown in Table ‘13, we estimate
that ‘the shortfall in funding for vaccines in 1992-93 will be at least
$5.6 million, or $2.9 million more than in 1991-92. (Furthermore, to the
extent that the costs of vaccines increase by more than 5 percent in
1991-92, or increase by any amount in 1992-93, the shortfall in fundmg will
exceed $5.6 million.)

The gap between available funding and expenditures will increase in
1992-93 because the department proposes to spend in 1991-92 its entire
1992 federal appropriation, and will thus have no available carry-over
funds at the end of the budget year.

Specifically, the department receives federal funds for the immuniza-
tion program on a calendar-year basis and, therefore, must split the funds
between state fiscal years. Historically, the department has carried over

23—81518
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from one state fiscal year to the next an average of approximately
25 percent of the federal grant. In 1991-92, however, the department
proposes to spend (1) $2.8 million in funds carried over from the federal
1991 grant and (2) the entire $13.7 million from the calendar-year 1992
federal grant.-‘Accordingly, while the department’s spending proposal
minimizes the shortfall in 1991-92 the proposal substantlally increases the
shortfall in 1992-93.

Tobacco Use Prevenh_on Program Significantly Reduced

We find that the budget proposes to reduce funding for the Tobacco
Use Prevention Program administered by the DHS by $69.5 million and
redirect the majority of these funds primarily to a new perinatal
insurance program. We also find that the total level of support for
tobacco tax-funded health education programs will fall below the
minimum amounts required by Proposition 99.

Chapter 1331, Statutes of 1989 (AB 75, Isenberg), established the
Tobacco Use Prevention Program in the DHS. The program, as autho-
rized by Chapter 1331, consists of (1) a public information campaign to
prevent and reduce tobacco use, (2) a competitive grants program for
nonprofit organizations -to provide health education and promotion

activities, and (3) grants to local agencies for tobacco use prevention and
reduction programs.

The Tobacco Use Prevention Program is funded from the Health
Education Account (HEA) in the Cigarette and Tobacco Products Surtax
Fund. Proposition 99 (the Tobacco Tax and Health Protection Act of
1988) established a surtax of 25 cents per package of cigarettes and an
equivalent amount on all other tobacco products sold in California.
Proposition 99 requires that 20 percent of the total revenue from the
surtax be deposited in the HEA for tobacco use prevention and reduction
programs.

The budget proposes a total of $30 million from the HEA for the DHS
Tobacco Use Prevention Program in 1991-92. This amount is $69.5 million,
or approximately 70 percent, less than estimated current-year expendi-
tures. Table 14 shows proposed expenditures for each of the tobacco use
prevention programs compared with estimated current-year expendi-
tures. As shown in Table 14, the administration proposes to (1) eliminate
the competitive grants program for nonprofit organizations to provide
health education and promotion activities and (2) reduce from $35.4 mil-
lion to $15 million the grants to local agencies for tobacco use prevention
and reduction programs.

The administration proposes to redirect the majority of the HEA funds
to a new perinatal insurance program, which would cover the pregnancy
and neonatal medical care costs for women with incomes between 185
and 250 percent of the federal poverty level.
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Table 14 :

. Department of Health Services
Tobacco Use Prevention Program Expenditures
1990-91 and 1991-92
{dollars in thousands)

Expenditures
~Est. “Prop. .- Change from 1990-91
Program 1990-91 1991-92 Amount Percent
Media campaign..........covvviiiiiiniiiinin.. $14,288 $15,000 §712 - 5.0%
Competitive grants............ccooiiniiiinnnn, 49,748 — —49,748 —100.0
Local lead agency grants ...............c.coeevue 35,429 15,000 —20,429 —57.7
Totals ..ovovvninie e $99,465 $30,000 —$69,465 —69.8%

Our analysis indicates that the proposal to transfer the funding from
the Tobacco Use Prevention Program to the new perinatal insurance
program will reduce the total level of support proposed for tobacco
tax-funded health education programs below the minimum level re-
quired by Proposition 99. Accordingly, the administration’s proposal will
require a change in current law (requiring a four-fifths vote) 'in order to
reallocate the tobacco tax funds.

Laboratory Inspection Personnel Overbudgeted ‘

We recommend a reduction of $334,000 and six personnel-years from
the General Fund because the department has provided no information
to support its request for increased personnel to inspect clinical
laboratory facilities. (Reduce Item 4260-001-001 by $334,000.)

The budget requests a total of $4,213,000 from the General Fund
($3,142,000) and federal funds ($1,071,000) to inspect and certify clinical
laboratories throughout the state. This amount is $388,000, or 10 percent,
more than estimated current-year expenditures. The General Fund costs
of the laboratory certification and inspection program generally are offset
by fee revenue that is deposited into the General Fund.

Chapter 970, Statutes of 1990 (AB 4352, Tanner), requires the depart-
ment to conduct inspections of licensed clinical laboratories at least once
every two years. The department indicates that there are a total of 2,030
licensed clinical laboratories in the state. Of this amount, the department
currently inspects annually, under a contract with the federal govern-
ment, 891 laboratories that perform services for Medi-Cal and Medicare
patients. The department indicates, however, that it does not have
sufficient resources to imspect every two years the remaining 1,139
laboratories that provide services to non-Medicare patients (called
non-Medicare laboratories). According to the department, it currently
inspects the non-Medicare laboratories at frequencies ranging from once
every three to once every eight years. The budget proposes an increase
of $334,000 and six personnel-years from the General Fund to increase
inspection of non-Medicare laboratories to once every two years.

Our analysis indicates, however, that the department’s assertion that it
currently does not have sufficient resources to inspect non-Medicare
laboratories once every two years is not supported by the information
submitted by the department on the actual number of non-Medicare
laboratories inspected in 1987-88 and 1988-89 (the most recent years for
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which inspection data are available.) Specifically, the department indi-
cates that between 1987-88 and 1988-89, it inspected a total of 1,846
non-Medicare laboratories, or over 700 laboratories more than the amount
necessary to meet the requirements of Chapter 970. Based on the actual
number of laboratories inspected in 1987-88 and 1988-89, the department
currently inspects non-Medicare laboratories an average of once every 15
months.

The department has not provided any other information to justify the
need for the $334,000 and six personnel-years increase, nor has it
explained why it is requesting additional resources for inspecting labora-
tories when its current resources are sufficient to meet the requirements
of Chapter 970. As a result, we have no basis to recommend approval of
the department’s request. Accordingly, we recommend deletion of
$334,000 and six personnel-years from the General Fund requested to
increase inspections of clinical laboratories.

Fee Adjustment Language Needs Adjusting

We recommend that the Legislature amend the Budget Bill to correct
proposed laboratory license fee adjustment language.

Under current law, the Budget Act sets the annual clinical laboratory
license fee adjustment based on formulas specified in statute. The 1991
Budget Bill includes language requiring increases of 7.9 percent in
laboratory license fees.

Our analysis indicates that the clinical laboratory:license fee adjust-
ment proposed in the Budget Bill is incorrect, because it does not reflect
the increased costs due to proposed program changes. Our calculations
show that fees should be increased by 10.1 percent rather than by
7.9 percent. This will increase revenue to the General Fund by approx-
imately $85,000 in 1991-92. Accordingly, we recommend that the Legis-
lature amend the Budget Bill (Item 4260-001-001) to reflect a 10.1 percent
increase in laboratory license fees. We will advise the Legislature as
appropriate if any additional changes are needed as a result of legislative
actions on the budget.
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4. TOXIC SUBSTANCES CONTROL

MAJOR ISSUES

Funding for the toxics program may be insufficient
to fund proposed site mitigation and hazardous
waste management activities in 1991-92.

The state is required by a recent judicial ruling to
share with other responsible parties the costs of
cleaning up the Stringfellow hazardous waste site.
The costs of cleaning up this site will exceed
$280 million (in current-year dollars).

The Toxic Substances Control Division regulates hazardous waste
management, cleans up sites that have been contaminated by toxic
substances, and encourages the development of treatment and disposal
facilities as alternatives to waste disposal onto land.

Table 15 displays the expenditures and funding sources for the toxics

division in the prior, current, and budget years.

Table 15

Department of Health Services
Toxic Substances Control Division
Expenditures and Funding Sources

1989-90 through 1991.92
{dollars in thousands)

Prop.  Change from 1990-91
1991-92  Amount  Percent

$40,055 $411 1.0%
- -26  —1000
7,625 1,603 26.6
($47,680) ($1,988) (44%)
- —6545 1000
40,055 1,104 2.8
—  -21,88 1000
— —9502  —100.0
194 3227 1064
— —500 -—-100.0
12,445 —7990 -391
1,943 643 495

Actual Est.
Programs 1989-90  1990-91
Hazardous waste management and plan-

ning
Hazardous Waste Control Account........ $35,831 $39,644
Hazardous Waste Management Planning

Subaccount...........oooviiiiiiiiine, 1,015 26
Federal funds.............ooiiiinte 5,146 6,022

Subtotals .......coviiiiiii ($42,592)  ($45,692)

Site mitigation
General Fund.........ooovvvniviiniinnn, 10,307 6,545
Hazardous Substance Account ............ 29,163 38,951
Hazardous Substance Cleanup Fund :

(bond funds) ........coiviriniiniiinnnn. 8,490 21,858
Hazardous Site Operations and Mainte-

Nance ACCOUNL.......ocevvvrrvneernennn. 241 2,502
Superfund Bond Trust Fund .............. 512 -3,033
Special Account for Capital Outlay ....... 1,500 500
Federal funds ............coeevviinin e, 4730 20,435
Reimbursements..........o.oovvienninn... 3 1,300

SUBLOLALS .. .vvveeeeeeeeee e (§54.946)  ($89,058)

Totals .oovviiiiver e $97538  $134,750

($54,637) (—$34421) (-38.7%)
$102317  -$32,433 -24.1%

* Of this amount, $18,475,000 is for site cleanup and a net amount of $3,383,000 is for transfer to the
Superfund Bond Trust Fund, pursuant to the requirements of Ch 531/90 (AB 2635, Tanner).
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The budget proposes expenditures of $102.3 million (all funds) for the
toxics division in 1991-92. This is a decrease of $32.4 million, or 24 percent,
below estimated current-year expenditures. The net reduction in ex-
penditures results primarily from the following:

e A decrease of $18.5 million from the Hazardous Substance Cleanup
Fund (HSCF) for site cleanup contracts. The HSCF has been
supported by $100 million in bond funds approved by the voters in
1984 for cleaning up hazardous waste sites. The budget estimates that
all funds in the HSCF will be spent by the end of the current year.
The reduction in HSCF monies will decrease the fotal funds available
for direct site cleanup contracts by 66 percent. (We discuss this issue
later in this analysis.)

o A reduction of $7.8 million from various funds ($6.5 million General
Fund) to reflect the expenditure in the current year of one-time
funds appropriated in legislation.

o A reduction of $6.6 million in federal funds resulting from a reduction
in federal special projects.

¢ Various administrative adjustments resulting in a net increase of
$500,000 from various funds.

The budget proposes a total of 1,011.4 positions for the division in
1991-92, which is an increase of 10 positions above the 1990-91 authorized
staffing level. This increase reflects the budget’s request for 12 new
positions, offset by a reduction of 2 limited-term positions.

Table 16 displays the changes proposed in the toxics division budget for
1991-92.

Table 16
Department of Health Services
Toxic Substances Control Division
Proposed 199192 Budget Changes
(dollars in thousands)

Positions Amount Fund
199091 expenditures (Budget Act) ..........cceevnens 988.7 $99,328 Various
Baseline adjustments, 1990-91:
Statutory appropriations.............ccocveeervinerinns — 26,300 Various
Debt service for bond funds ......................... — 5,350 SBTF
Federal funds for operations and maintenance of
Stringfellow.............ooooinii — 2,502 HSOMA
Partial-year adjustment..............covvviiiiinnnins 117 — —
Employee compensation increase.................... — 1,487 Various
Miscellaneous adjustments...................c.ovns 1.0 —217 Various
1990-91 expenditures (revised) ..........coovveriveenins 1,001.4 $134,750

Baseline adjustments, 1991-92:
Full-year effect of 1990-91 employee compensation
IOCTEASES © . vt veveeerannnereaeneeerennnsrannaneeennns . 1,208 Various
Pro rata, Statewide Cost Allocation Plan, and oper-
ating expense adjustment .................c..oeaal
Decrease in debt service for bond funds............. —156 SBTF
Increase in responsible-party advance payments.... 600 Reimbursements
Decrease in federal special projects ................. —6,603 Federal

1,367 Various
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Eliminate hazardous waste management planning o
CPTOJECE L — —26 HWMPS

Eliminate limited-term POSIIONS . ..vevenenninnnnn. -20 —~64 Various
Eliminate federal funds for site operation and _ : )
maintenance of Stringfellow ....................... — —2,502 HSOMA
Reduction in bond funds available for site mitiga-
110+ — —18475 HSCF

Elimination of statutory appropriations:
Cleanup of Stringfellow and San Gabriel sites,

Ch1428/85 ....ovvvviviniiiiiiiiiieiiniaaaes - —6,545 General
Cleanup of the McColl site, Ch 1302/82........... : — —721 HSA
- Hazardous waste fees, Ch 1376/88................. — -59 HWCA
Cleanup of ASARCO site, Ch 1624/88............. — ~500 SAFCO
Subtotals, baseline adjustments .................... (—-20) - (—$32,476)

Program change proposals:
Shift operating expense funds to personal services

to establish various positions....................... 11.0 — — :
Qil spills planning and response ..................... 10 43 Reimbursements
Subtotals, program changes (12.0) ($43)
199192 expenditures (proposed) ....................... 1,011.4 $102,317
Change from 1990-91 (revised):
AMOUnt .....oiviiiiii e 100 —$32,433

PerCent. .. ooviiinniiitiiiiai e, 1.0% —24.1%

HSA — Hazardous Substance Account

HSCF — Hazardous Substance Cleanup Fund (bond funds)
HWCA — Hazardous Waste Control Account

HSOMA — Hazardous Site Operations and Maintenance Account
HWMPS — Hazardous Waste Management Planning Subaccount
SAFCO — Special Account for Capital Outlay

SBTF — Superfund Bond Trust Fund

Future Funding of Toxics Program Uncertain

Our analysis indicates that the revenue for the toxacs program may
not be sufficient to fund proposed site mitigation and hazardous waste
management activities in 1991-92.

The budget proposes total expenditures of $102.3 million (all funds) for
support of the Toxics Substances Control Program in 1991-92. The
program is supported from two major funding sources:

The Hazardous Waste Control Account (HWCA) funds the state’s
hazardous waste control program. The account is supported by fees
assessed against (1) hazardous waste storage, treatment, and disposal
operators; (2) facilities that generate hazardous waste; and (3) corpora-
tions that use, store, generate, or conduct activities related to hazardous
materials.

The Hazardous Substance Account (HSA) funds the state’s site miti-
gation program. The account is supported by taxes and fees assessed
primarily against (1) persons who dispose of hazardous wastes based
upon the amount and toxicity of the waste and (2) persons responsible for
toxic substance releases to help pay the department’s costs of overseeing
site cleanup.

Recently Enacted Legislation Will Increase Revenues to the HWCA
and HSA. In our Analysis of the 1990-91 Budget Bill (page 544), we
projected revenues and expenditures for the HSA and HWCA into
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1991-92. We further revised our projections in March 1990. Based on our
revised projection, we estimated that revenues to the HSA and HWCA in
1991-92 would not be sufficient to maintain the 1990-91 levels of site
mitigation and hazardous waste control activities. Specifically, we pro-
jected that the costs of maintaining 1990-91 levels of program activities in
1991-92 would exceed available revenues in (1) the HSA by $12 8 million
and (2) the HWCA of $2.1 million.

Since the time of our analysis, however, the Legislature enacted Ch
1267/90 (AB 2794, Wright) and Ch 1268/90 (SB 1857, Torres), ‘which
made substantial changes to HSA and HWCA fees, and removed various
exemptions to the fees. We estimate that these acts will increase revenue
to (1) the HSA by approximately $6.8 million in the current year and by
$6 million in 1991-92 and (2) the HWCA by approximately. $1 million in
both 1990-91 and 1991-92. As a result of the additional revenue that will be
generated by Chapters 1267 and 1268, the budget estimates that revenues
to the HWCA and HSA will be sufficient to maintain in 1991-92 the
current program levels funded from the HSA and HWCA, and provide
reasonable reserves for contmgenmes and emergencies.

Revenue Assumptions in Budget May Be Overly Optimistic. Our
analysis indicates that the department’s estimates of total revenues for
1991-92 may be overly optimistic for the following reasons:

o The department’s projections of the tonnage of hazardous wastes
that will be disposed in 1991-92, and therefore the amount of revenue
that will be generated from dlsposal fees, appear optimistic. We find
that the department’s projections for fee revenues appear to be high
when compared to trends in hazardous waste dlsposal over the past

~four years.

- o The department has prov1ded no baS1s for its estimate that fees from
the new “permit-by-rule” program will result in revenue of $6.4 mil-
lion. Under the ‘permit-by-rule program, the department: will-issue
operating permits through regulations to hazardous waste-related
industries, and then inspect individual facilities over a period of years
to ensure that they comply with the permit. conditions. Facilities
receiving a permit by rule will be required to pay an annual fee of
$1,000. Based on information submitted by the department in the
current year, we estimate that the fees from the permit-by-rule
‘program will result in revenue of approximately $3.5 million, or
$2.9 million less than the amount projected by the department.

o The department appears to have included in its projections $1.5. mil-
lion from changes in law proposed by SB 1804 (Torres, 1990).
However, SB 1804 was vetoed by the Governor.

o The department assumes that it will receive $4 million in 1990-91 and
$7 million in 1991-92 from persons who have refused to pay fees
pending an appeal to the Board of Equalization (BOE). The
department assumes that a significant number of the appeals will be
determined in the department’s favor. However, if the BOE deter-
mines that the petitioners are not subject to the fees, or if the BOE
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delays its decisions beyond the budget year there w111 be a s1gmficant
shortfall in the HWCA. :

Although some of the department s assumptlons appear overly ‘opti-
mistic, sufficient information is not available at this time to fully evaluate
the likely fund eondition of the HSA and-HWCA in 1991-92. Therefore,
we will continue to work with the department to evaluate the reveniiés
for 1991-92 and report our fmdmgs to the Leglslature at the time ‘of
budget hearings.

Depurimenf’s Failure to Submn Reporis Reduces Legislative Overslght .

We withhold recommendation on $41,295,000 and 433 personnel-
years, or 40 percent of the toxics budget, from various funds for (1)
cleaning up toxic substance release sites, (2) recovering costs from
responsible parties for site mitigation activities, and (3) . permitting
hazardous waste faczlttzes and enforcing hazardous waste control: laws,
pendmg receipt and review of three reports required in the Supplemen-
tal Report of the 1990 Budget Act.

The budget proposes a total of $41.3 mrlhon and 433 personnel—years
from various funds for (1) cleaning up toxic substance release. sites
($5.4 million from the HSA), (2) recovering costs from responsible parties
for site mitigation activities ($761,000 from the HSA), and (3) permitting
hazardous waste facilities and enforcing hazardous waste. control laws
($35.2 million from the HWCA and federal funds).

During hearings on the 1990-91 Budget Bill, the Legislature expressed
concern over the department’s implementation of these three programs.
As a result, the Legislature adopted language in the Supplemental Report
of the 1990 Budget Act requiring the department to submit reports on the
programs that would provide the Legislature with the information that it
needs to ensure that the programs are funded properly, will meet
programmatic goals, and are consistent with legislative direction. Specif-
ically, the Leglslature requlred the department to submit the followmg
reports:

"L :Criteria for the Cleanup of Toxic Substance Release Sztes The
Legrslature required the department to (a) develop and submit, by
November 1, 1990, criteria for determining which hazardous waste sites
— and which site mitigation activities at those sites — to fund and (b)
submit, by January 10, 1991, information justifying the' selection of the
sites proposed for funding in 1991-92 based on:the criteria. The Legisla-
ture requested this information because the department could not
identify for the current year its reasons for proposing certain sites for
funding rather than-others, nor assure the Legislature that it was cleaning
‘up the highest-priority sites. The Legislature needs this report to evaluate
whether the ‘department’s proposals for cleaning up toxic' substance
release’ sites in-1991-92 and thereafter address the 'greatest threat to
human health and the environment and are. consistent with legislative
priorities. Furthermore, the Legislature needs this report to assess the
programmatic effect of the reduction in funding for direct site cleanup
contracts. .
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2. Responsible-Party Cost Recovery. The Legislature required the
department to submit, by November 1, 1990, a plan for improving the
effectiveness and efficiency of the cost recovery program. Specifically,
the plan is to identify (a) the specific actions the department will take to
significantly increase the amounts billed to, and collected from, respon-
sible parties during 1990-91, 1991-92, and 1992-93 and (b) the specific
actions the department will take to provide the Legislature with specified
information necessary to evaluate the progress of the cost recovery
program. The Legislature required this information because of its
concern that the department has been too slow in recovering costs from
responsible parties and has not developed the information systems
necessary for the state to properly evaluate the progress of the cost
recovery program. The Legislature needs this report to determine
whether the department has taken, or will take, actions to address the
Legislature’s concerns. S '

3. Permitting and Enforcement of Hazardous Waste Facilities. The
Legislature required the department to submit, by January 10, 1991, a
report on the projected workload changes that will affect the permitting
program and the surveillance and enforcement program in 1991-92 and
1992-93. The Legislature requested this' information because recent
changes in federal and state hazardous waste laws and programs have
resulted in dramatic shifts in departmental workload. The Legislature
requires this information to determine whether the department is staffed
and funded properly to meet changing workload demands.

Department Has Not Submitted Reports. At the time we prepared this
analysis (mid-January), the department had not submitted to the Legis-
lature any of the reports required in the Supplemental Report of the 1990
Budget Act. Without these reports, the Legislature has no basis for
determining whether (1) the department’s proposal for cleaning up toxic
substance release sites in 1991-92 is consistent with legislative priorities,
(2) the department’s plan for increasing cost recoveries is reasonable, or
(3) the budget’s funding proposals for permitting hazardous waste
facilities and enforcing hazardous waste control laws are sufficient, in
light of recent changes in hazardous waste laws and programs. Accord-
ingly, we withhold recommendation on $41,295,000, and 433 personnel-
years, from various funds for toxics-related activities; pending receipt and
review of the three reports.

State Shares Liability in Cleanup of Sfringfellow Hazardous Waste Site

Our analysis indicates that (1) the state is required by a recent
judicial ruling to share with other responsible parties the costs of
cleaning up the Stringfellow hazardous waste site, (2) the total costs of
cleaning up the Stringfellow hazardous waste site will exceed $280 mil-
lion (in current-year dollars), and (3) the exact amount for which the
state is liable and when the state will be required to pay is unknown.
We also find that another pending lawsuit could increase the state’s
Liability.
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The budget proposes a total of $8.1 million from federal funds; the
Hazardous Substance Account (HSA), and the General Fund for charac-
terizing and cleaning up the Stringfellow hazardous waste site. Since
1985, the Legislature has appropriated a total of approximately $30 mil-
lion from the General Fund and the HSA for the characterization and
cleanup of the Stringfellow site. Of this amount, the DHS has spent, or
plans to spend, almost the entire amount for site characterization and
cleanup.

Background. The Stringfellow site — named for the original owner,
Mr. Stringfellow — is located in Riverside County, approximately five
miles north of the City of Riverside. Between 1956 and 1972, the site was
used as a state-authorized hazardous waste disposal facility. During that
time, approximately 34 million gallons of industrial waste were deposited
at the site. The wastes included solvents, acids, pesticide by-products, and
highly toxic metals such as lead, chromlum mckel and cadmium. These
chemicals have contaminated the soils at the 17-acre site, and the solvents
have contaminated the groundwater below the site.

The Stringfellow site is listed on the federal National Priorities List
(Superfund list). Since 1980, the EPA and DHS have spent approximately
$100 million on characterizing and cleaning up the Stringfellow site. The
agencies have removed all liquids from the site, capped the site,
constructed channels to remove surface water from the site, constructed
groundwater extraction and treatment systems, and conducted various
studies to identify the extent of contarmination and the risks from the site.

Cleanup Costs Will Exceed $280 Million. In 1990, the EPA and DHS
developed the plans for the next major stage in the final cleanup plan for
the Stringfellow site. The EPA and DHS estimate that, in addition to the
approximately $100 million that has already been spent, the proposed
plan will cost an additional $186 million (in current-year dollars) over the
next 30 years. Specifically, the agencies propose to (1) install and
maintain additional groundwater extraction wells to reduce continued
groundwater contamination, (2) install and maintain systems to remove
air contaminants from the site, (3) replace the cap on the site, and (4)
conduct studies on additional means of treating the soils on the site to
reduce the level of contamination. Furthermore, the EPA may require
additional soil cleanup or treatment in future years, depending on the
results of the soil treatment studies. Accordingly the total costs of
cleaning up the Stringfellow site are unknown, but will exceed $280 mil-
lion (in current-year dollars)-.

State Found to Share the Liability for Cleanup of Stringfellow. In
January 1990, the U.S. District Court found the state to be a responsible
party for the Stringfellow site. Under the federal Comprehensive Envi-
ronmental Response, Compensation, and Liability Act (the CERCLA, or
Superfund Act), a “person” (which is defined to include governments) is
liable for the cleanup of a site if specified conditions exist, and (1) the
person currently owns or operates the site, (2) the person owned or
operated the site when hazardous wastes were disposed of at the site, (3)
the person arranged for disposal of its hazardous wastes at the site, or (4)
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the person transported hazardous waste to the site. The court found that
the state was liable both as a person who arranged for disposal of wastes
at the site and as the owner and operator of the Stringfellow site.

Specifically, the court found that the state arranged for the disposal of
some hazardous substances at the site after Mr. Stringfellow had volun-
tarily closed the site, thereby making the state liable. In addition, the
court found the state to be a liable as an owner and operator of the site.
This is because the state took possession of the Stringfellow site due to the
failure of Mr. Stringfellow to pay taxes. Also, the court found that the state
caused or contributed to the release of hazardous substances from the site
because it was negligent in the manner in which it carried out its
regulatory and cleanup activities.

State Will Be Required to Share the Cleanup Costs. As a result of the
court ruling, the state will be required to share in the over $280 million
in cleanup costs for the Stringfellow site. This amount includes the
$100 million that has been spent to date because in future years these
costs will be recovered from responsible parties. At this time, however,
neither the responsible parties nor the courts have decided (1) the final
number of responsible parties involved or (2) the method for allocating
the cleanup costs among the responsible parties. In addition, it is unclear
exactly when the responsible parties will be required to pay the cleanup
costs. Therefore, the exact amount for which the state is liable, and when
the state will be required to pay, are unknown.

Outstanding Lawsuit Could Increase State’s Liability. In addition to
the state’s liability for the cleanup of the Stringfellow site, the DHS
indicates that the state also has been sued by the residents of the cities
and towns surrounding the Stringfellow site. Approximately 3,400 resi-
dents have sued all responsible parties, the state (separate from the
responsible parties), and the County of Riverside for (1) loss of property,
(2) personal injury, and (3) wrongful death. To the extent the plaintiffs
are successful in their suit, the DHS estimates that the costs to all parties
that have been sued could be up to $1 billion to provide the compensation
requested by residents. The trial to determine the merits of the case is
scheduled to begin in February 1991.

Budget Bill Language Needed to Maintain Legislative Oversight

We recommend that the Legislature adopt the same Budget Bill
language that was included in the 1990 Budget Act requiring the
department to develop standards and guidelines prior to implementing
the proposed Integrated Site Mitigation Process, in order to maintain
legislative oversight.

The budget proposes a total of $54.6 million from various funds for
support of the site mitigation program. Under the site mitigation
program, the department (1) identifies and evaluates toxic substance
release sites, (2) oversees the cleanup of toxic substance release sites by
responsible parties, and (3) contracts for the cleanup of toxic substance
release sites where no responsible parties exist or where a responsible
party refuses to clean up a site.



Item 4260 HEALTH AND WELFARE / 595

Integrated Site Mitigation Process (ISMP). During 1989-90, the de-
partment proposed to significantly change the process used for cleaning
up toxic substances release sites and overseeing:cases where responsible
parties clean up these sites. Specifically, the department proposed to
implement, by September 1990, an ISMP in which the department would:

o Implement, prior to the full evaluation or characterization of a site,
" “long-term stabilization” actions to reduce the continued threat to
the public health and the environment. The stabilization actions can
include, for example, installing a temporary cap rather than remov-
ing contaminated soil from a site. Currently, the department re-
quires a thorough evaluation of a site in order to develop a proper
cleanup plan prior to taking long-term stabilization-type actions.

o Discontinue working towards full cleanup of sites where there are no
responsible parties. Under the proposal, once the department has
completed “long-term stabilization” actions, it would not continue
cleaning up the site unless (1) cleaning up. the site is found to be
more cost-effective than providing ongoing maintenance at the site
or (2) the department is directed by the Legislature to fully clean up
the site. '

o Allow responsible parties to fully clean up sites, after the site has
been stabilized, without direct oversight by the department. Instead
of direct oversight, the department proposed to issue cleanup
standards and guidelines to guide the responsible parties in cleaning
up sites. The department also proposed to certify sites as “clean”
based on reports submitted by the responsible parties, and inspection
of a sample of sites after site cleanup is completed.

o Allow sites to be cleaned up to a level that would vary accordmg to
the future intended use of the site. For instance, sites that are going
to be used for an industrial purpose after being cleaned up generally
would not have to be cleaned up to the same level as sites that are to
be used for construction of homes. The department proposes to
restrict the future uses of hazardous waste sites using deed restric-
tions.

Legislative Concern QOver Dep_artment Proposal. During hearings on
the 1990-91 budget, the Legislature expressed concern over various parts
of the department’s proposal, particularly related to the proposal.to allow
responsible parties to clean up sites without direct departmental over-
sight. As a result, the Legislature adopted language in the 1990 Budget
Act prohibiting the department from spending any funds on self-directed
cleanup or certification act1v1t1es by responsible parties until the depart-
ment:

1. Develops site stabilization and remediation guidance documents and
standards.

2. Obtains public input on the documents through two or more public
hearings.

3. Adopts regulations establishing cleanup standards pursuant to the
California Administrative Procedures Act.
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4.: Notifies the Joint Legislative Budget Committee 30 days prior to
spending the money that it has complied with the previously stated
requirements. .

. Regulations Behind Schedule. The department indicates that despite
its original plan to implement the ISMP by September 1990, the
departmient is still in the process of developing regulations and guidelines
and does not plan to complete the regulations and guidelines for two to
three years.-

Budget Bill Language Needed to Maintain Legislative Oversight. In
order to maintain legislative oversight over the development of the
ISMP, and assure that the department does not implement the process
until it has adopted the legislatively required guidance documents and
regulations, we recommend that the Legislature adopt again in the 1991
Budget Bill the language that was contained in the 1990 Budget Act.
Specifically, we: recommend that the Legislature adopt the following
Budget Bill language in Item 4260-011-014:

The department shall not expend any of the funds appropriated in Item
4260-011-455 and payable to this item to take any action to approve self-directed
cleanup and certification activities under the proposed Integrated Site Mitiga-
tion Process, including self-directed site stabilization, self-directed site reme-
diation, and self-certification of cleanup by responsible parties, at any site
where removal or remedial actions are taking place pursuant to Chapter 6.8
(commencing with Section 25300) of Division 20 of the Health and Safety
Code, until those activities are consistent with that chapter and the department
has first done all of the following:

1. Developed site stablllzatlon and site remediation guldance documents and
cleanup standards.

2. Obtained public input on these documents through two or more public
workshops, with at least one workshop held in the southern part of the state
and one workshop held in the northern part of the state. In scheduling
workshops, written notification shall be provided to interested representatives
of industry, environmental groups, local enforcement agencies, the public, and
the members of the following legislative committees: the Senate Committee on
Toxies and Public Safety Management, the Assembly Committee on Environ-
mental Safety and Toxic Materials, the Senate Committee on Budget and Fiscal
Review, and the Assembly Committee on Ways and Means.

3. Adopted regulations establishing cleanup standards pursuant to the
California -Administrative Procedures Act. In addition, the department shall
notify the public of the availability of these documents through (a) mailings to
the same individuals and entities identified in subdivision (2) and (b) press
releases to the written and electronic media.

Upon the satisfactory completion of the actions set forth in this provision, the
department shall submit written notification to the Joint Legislative Budget
Committee at least 30 days prior to the date on which it intends to expend
funds appropriated in this item for the purpose of implementing self-directed
cleanup and certification activities of the Integrated Site Mitigation Process.

Operating Expensé and Equipment Overbudgeted

We recommend a reduction of $1.2 million from various funds for
operating expense and equipment, because the department has not
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Justified its request. (Reduce Item 4260-011-014 by $683,000 and Item
4260-011-455 by $508,000.) :

The budget proposes a total of $35.9 million from ‘various funds to
purchase equipment and pay for various expenses necessary to operate
the department’s headquarters and four regional offices. Of this amount,
the budget proposes $1,191,000 from the Hazardous Substance Account
(HSA) and the Hazardous Waste Control Account (HWCA) to purchase
(1) modular furniture for two regional offices and (2) a data manage-
ment system.

Modular Furniture. In the current year, the department indicates that
it redirected approximately $1 million from various other operating
expenses to purchase modular furniture. The budget proposes to again
redirect approximately $1 million from other operating expense and
equipment categories to purchase additional modular equipment. Of this
amount, the department proposes to spend (1) $300,000 for special
components for existing modular furniture in its Sacramento regional
office and (2) $600,000 for new modular work stations for its Burbank
regional office. The department indicates that it will be moving the
Burbank office during 1991-92, and proposes to purchase new work
stations for all employees at that time.

Data Management System. The budget proposes $291,000 from the
HSA and HWCA for a particular type of data management system — an
optical filing system. The system will enable the department to copy
information from paper directly into a computer data base. The depart-
ment indicates that it will be contracting with the California State
University during the current year to (1) evaluate problems with the
department’s current data management system, (2) conduct an assess-
ment of the department’s data management needs, and (3) develop a
comprehensive plan for organizing and unifying the department’s record
keeping.

Department Has Not Justified Its Request. The department has
provided no information (1) justifying the need for additional compo-
nents for the existing modular furniture in its Sacramento office or (2)
explaining why it cannot simply move existing furniture to the new
Burbank facility, rather than purchase new modular furniture. Thus, the
Legislature has no basis to evaluate whether the modular furniture is
needed. In addition, the department’s proposal to purchase an optical
filing system prior to the completion of the data management needs
study and plan is premature. Accordingly, we recommend a reduction of
$1,191,000 from the HSA and HWCA for modular furniture and an optical
filing system.

Department Will Not Recover Costs that Exceed Fees

We recommend that the Legislature adopt the same Budget Bill
language as adopted in the 1990-91 Budget Bill directing the depart-
ment to bill and collect from responsible parties the costs that are in
excess of fees paid by the responsible parties. This will result in
additional revenue available for overseeing the cleanup of hazardous
waste sites.
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Under current law, responsible parties are liable for the costs of site
cleanup and state oversight of such cleanup. In the past, responsible
parties could' pay for state oversight costs in advance or after the costs
were incurred. However, Ch 269/89 (SB 475, Torres) and Ch 1032/89 (AB

. 41, Wright) require the department to collect, in advance, fees for state
oversight of hazardous waste site cleanups. These acts authorize the
department to bill responsible parties for supplementary amounts if the
actual costs of oversight exceed the fees paid. The supplementary
amounts collected are available for overseeing the cleanup of hazardous
waste sites. _

The department estimates that the fees authorized by Chapters 269
and 1032 are sufficient to pay for only 50 percent of the costs of
overseeing hazardous waste site cleanups. Nevertheless, the department
indicates that it will not bill responsible parties for costs that exceed fees,
unless the department incurs extraordinary costs due to a recalcitrant
responsible party. Thus, in most cases, the department indicates. that it
will_not recover the amount that exceeds the fees.. The department
indicates that it believes this was the Legislature’s. intent in enacting
Chapters 269 and:1032. :

- During hearings on the 1990-91 Budget Bill, the Leglslature deter-
mlned that the department’s policy of not recovering costs in excess of
the fees for cooperative responsible parties was inconsistent with legis-
lative intent in enacting Chapters 269 and 1032. As a result, the
Legislature adopted Budget Bill language clearly stating the intent of the
Legislature that the department recover from responsible parties all
costs for which the responsible parties are liable, including any costs in
excess of the fees paid by the responsible parties. However, the Governor
vetoed the language, stating that the provision was in excess of the
requirements of Chapters 269 and 1032 and, therefore, was a substantive
change in law that should be addressed in separate legislation.

Our review indicates that the language adopted by the Leglslature in
the 199091 Budget Bill is entirely consistent with the provisions of
Chapters 269 and 1032. The department already intends to- pursue
payment for costs in excess of fees for recalcitrant responsible parties.
The language simply clarifies the Legislature’s intent that the depart-
ment also pursue payment for costs in excess of fees for cooperative
responsible parties. Accordingly, we recommend that the Legislature
reaffirm its statement of intent by adopting the same language provided
in the 1990-91 Budget Bill, but vetoed by the Governor. Specifically, we
recommend that the Leglslature adopt the follow