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6100 DEPARTMENT OF EDUCATION
5180 DEPARTMENT OF SOCIAL SERVICES

Issue 1: Child Care and Early Education Overview (hformation Only)

Panel:
» Virginia Early, Legislative Analyst’s Office

Background:

Generally, programs in the early care and educaystem, have two objectives: to support parental
work participation and to support child developmésttildren, from birth to age five, are cared fada
instructed in child care programs, State Preschoisitional kindergarten, and the federal HeadtSt
program.

Child Care. California provides child care subsidies to some-iocome families, including families
participating in CalWORKSs. Families who have papiated in CalWORKSs are statutorily guaranteed
child care during “Stage 1” (when a family firstters CalWORKSs) and “Stage 2” (once a county
deems a family “stable”, defined differently by oby). In the past, the Legislature has, in the past
funded “Stage 3” (two years after a family stopsereing cash aid) entirely. Families remain in
Stage 3 until their income surpasses a specifisgstiold or their child ages out of the program. For
low-income families who do not participate in Cal\RKs, the state prioritizes based on income, with
lowest-income families served first. To qualify fubsidized child care: (1) parents demonstratd nee
for care (parents working, or participating in afueation or training program); (2) family income
must be below 70 percent of the state median in@hH), as calculated in 2007-08 (for a family of
three, the SMI cap is $42,216); and (3) childrerstine under the age of 13.

California State Preschool Program.State preschool provides both part-day and full-gdesvices
with developmentally-appropriate curriculum, and firograms are administered by local educational
agencies (LEAS), colleges, community-action agen@ed private nonprofits. State preschool can be
offered at a child care center, a family child caeéwork home, a school district, or a county affaf
education (COE). CSPP serves eligible three- andyear old children, with priority given to four-
year olds whose family is either on aid, is incoefigible (family income may not exceed 70 percent
of the SMI), is homeless, or the child is a reaipief protective services or has been identified as
being abused, neglected, or exploited, or at risgdetng abused, neglected or exploited.

Transitional Kindergarten. SB 1381 (Simitian), Chapter 705, Statutes of 20&facted the
“Kindergarten Readiness Act” and established tlaaditional kindergarten program, beginning in
2012-13, for children who turn five between Septentband December 1. Each elementary or unified
school district must offer developmentally-apprapei transitional kindergarten and kindergarten for
all eligible children, regardless of family incomé&ransitional kindergarten is funded through an
LEA’'s Local Control Funding Formula allocation. LEAmay enroll children in transitional
kindergarten that do not meet the age criteridhéytwill turn five by the end of the school year,
however, these students will not generate statgifignuntil they turn five.
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Overview of State’s Child Care and Preschool Programs
(2015-16)
CalWORKs Child Care - -
Stage 1 Begins when a participant enters the CalWORKSs program. 44 154
Stage 2 Families transition to Stage 2 when the county welfare 50,971
department deems them stable.
Stage 3 Families transition to Stage 3 two years after they stop 35,845
receiving cash aid. Families remain in Stage 3 until the
child ages out (at 13 years of age) or they exceed the
income eligibility cap.
Subtotal 130,970
Non-CalWORKs Child Care
General Child Care Program generally for low-income, working families that are 28,738
not current or former CalWORKSs recipients.
Alternative Payment Another program generally for low-income, working families 32,852
that are not current or former CalWORKSs recipients.
Migrant Child Care Program for migrant children. 3,060
Care for Children With Program for children with severe disabilities. Program limited 105
Severe Disabilities to the San Francisco Bay Area.
Subtotal 64,755
Preschool
State Preschool-part day Part-day, part-year preschool program for low-income families. 98,9586
State Preschool-full day Full-day, full-year preschool program for low-income, working 58,504
families.
Transitional Kindergarten = Part-day, part-year preschool program for all four-year olds 83,000
with birthdays between September 2 and December 2.
Subtotal 240,460
Total 436,185

Source: Legislative Analyst's Office

Funding. California provides child care and development prots through vouchers and contracts.

* Vouchers.The three stages of CalWORKSs child care and therdhtive Payment Program are
reimbursed through vouchers. Parents are offeredhars to purchase care from licensed or
license-exempt caregivers, such as friends orivelawho provide in-home care. Families can
use these vouchers at any licensed child care geowm the state, and the value of child care
vouchers is capped. The state will only pay ugheoregional market rate (RMR) — a different
amount in each county and based on regional surekyise cost of child care. The RMR is
currently set to the 5percentile of the 2014 RMR survey. If a family okes a child care
provider who charges more than the maximum amotititeovoucher, then a family must pay
the difference, called a co-payment. Typically,i#eT22 program — referring to the state Title
22 health and safety regulations that a licensediger must meet — serves families who
receive vouchers. The Department of Social Servib&sS) funds CalWORKSs Stage 1, and
county welfare departments locally administer tegpam. The California Department of
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Education (CDE) funds the remaining voucher prograwhich are administered locally by
Alternative Payment (AP) agencies statewide. AliBue Payment agencies (APs), which issue
vouchers to eligible families, are paid through thdministrative rate,” which provides them
with 17.5 percent of total contract amounts.

» Contracts. Providers of General Child Care, Migrant Child €aand State Preschool — known
as Title 5 programs for their compliance with Tllef the California Code of Regulations —
must meet additional requirements, such as developrassessments for children, rating
scales, and staff development. Title 5 programgraonwith, and receive payments directly
from, CDE. These programs receive the same reirmmest rate (depending on the age of the
child), no matter where in the state the programecgated. Since January 1, 2017, the standard
reimbursement rate (SRR) is $42.12 per child pgrod@nroliment.

For license-exempt care, reimbursement rates ara seventy percent of the regional reimbursement
rate established for family child care homes.

Child care and most state preschool programs amdefili through General Fund allocations. In
contrast, tranistional kinderagrten, is funded witoposition 98 funds through the Local Control
Funding Formula based on Average Daily Attendaid@A). A local district receives the same per
ADA funding for a transitional kindergarten studestfor a kindergarten student.

Child care and early childhood education programes generally capped programs, meaning that
funding is provided for a fixed amount of slotsvauchers, not for every qualifying family or child.
The exception is the CalWORKSs child care progratad8s 1 and 2), which are entitlement programs
in statute.

Subsidized child care programs are funded by a amatibn of non-Proposition 98 state General Fund
and federal funds. Until the 2011-12 fiscal ye&ae majority of these programs were funded from
within the Proposition 98 guarantee for K-14 ediggatin 2012, funding for state preschool and the
General Child Care Programs were consolidateduatling for the part-day/part-year state preschool
is now budgeted under the state preschool progndrich is funded from within the Proposition 98

guarantee. For LEA-run preschool, wrap-around tamgovide a full day of care for working parents
is Proposition 98 funding, while non-LEA state miesol providers receive funding from the General
Child Care program to support wrap-around care.

California also receives funding from the federall@ Care and Development Fund (CCDF), which is
comprised of federal funding for child care undke Child Care and Development Block Grant
(CCDBG) Act and the Social Security Act and frorddeal TANF funds.

From 2009-2013, overall funding for child care gwdschool programs decreased by $984 million;
and approximately 110,000 slots, across all programere eliminated. During this time, the stat® als
froze provider rates, cut license-exempt providaympents, and lowered income eligibility for
families. Since the recession, the state has iadestotal of $786 million ($388 million in Proptisn

98 General Fund and $448 million in non-Proposi®@@General Fund) back into the child care and
early education system, including $289 million #12-15, $283 million in 2015-16, and $239 million
in 2016-17 (once annualized), bringing 2016-17 fagdor child care and preschool to $3.7 billion
(federal and state funding).
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Issue 2: Governor’s Budget Funding Proposals

Panel:
» Virginia Early, Legislative Analyst’s Office
* Brianna Bruns, Department of Finance
* Debra Brown, Department of Education

Background:

The 2016 Budget Act included the first year of altryear increasan early childhood education
programs, including increased provider reimbursdmates and additional slots for the California
State Preschool Program. The agreement includetahinvestment of an ongoing $527 million by
2019-20. In addition, $53 million in one-time fundiwas included to hold-harmless for two years
(2016-17 and 2017-18), providers whose paymentddvatherwise be negatively impacted by the use
of an updated 2014 RMR survey in the calculatioratés. These increases were generally designed to
keep pace with increases to the state’s minimunewag

Specifically for 2016-17, the budget agreementuded:

* An increase of the Standard Reimbursement Rate \SP&d to center-based care and
preschools by 10 percent beginning January 1, 2017.

* An increase to the regional market rate (RMR) foueher-based child care to the 75th
percentile of the 2014 survey for that region, othe RMR for that region as it existed on
December 31, 2016, whichever is greater, begindargiary 1, 2017. Tie the RMR to the 75th
percentile of the 2014 survey for that region begig July 1, 2018.

* An increase to licensed exempt rates from 65 pérweid0 percent of the Family Child Care
Home rate beginning January 1, 2017.

* Legislative intent language to reimburse child qam@viders at the 85th percentile of the most
recent RMR survey and update the RMR ceilings w#lch new survey, based on available
funding. Also expresses legislative intent to fertlincrease the RMR ceilings through the
2018-19 fiscal year to reflect increased costsrtvigers resulting from the increases in the
state minimum wage.

* Expanded preschool by 8,877 full-day preschookstoer three years (2,959 added each year).
2016-17 Implementation Issues
* SRR Increase.The CDE, when implementing the SRR increase opé&@ent for 2016-17
effective January 1, 2017, was administrativelybl@do increase the SRR for their contracts

mid-year. As a result, the CDE, after consultatitin stakeholders, instead increased the SRR
by five percent across the full 2016-17 fiscal year
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* Preschool SlotsThe 2016 Budget Act included 2,959 new full-daggmhool slots for LEASs.
LEAs have applied for 519 full-day preschool slatel the CDE made the funds available for
part-day slots and received an additional 793 agpplications. Currently the CDE is preparing
to issue an additional request for proposals taafiy remaining slots. Statute does not allow
the CDE to release these slots to non-LEAS.

» Alternative Payment Program (APP) Costs.The 2016 Budget Act included an increase to
the RMR used for calculating payments for the ABR5 comes on top of increases in prior
years as the state builds back from cuts to clate programs taken during the recession. As a
result of multiple years of increases, the APP agmsnwere unable to accurately project the
numbers of families they are able to serve. Tow#rdend of 2016, CDE identified that many
APP agencies were over-enrolling families. To aselréhis issue, the CDE requested and
received approval for a budget revision to tran§f#5.9 million from savings in other child
care programs to cover this unanticipated expensde APP. CDE has requested that AP
providers suspend enrolling additional familieghéy are over their contract and is working
with AP providers and DOF on refining projections.

A related implementation issue is that while ratese updated based on more recent economic data,
income eligibility requirements for families remdnozen. Families lose their eligibility for subsdd

child care when they reach 70 percent of SMI (dsutated in 2007-08). According to the California
Budget and Policy Center, based on the Januar@1] ghinimum wage, a family of three with both
parents working for minimum wage would no longealify for subsidized care. This freeze impacts
the ability of providers to quickly fill availablglots and may destabilize families who lose catbair
wages increase.

Governor’s Budget Proposal:

The Governor's proposed child care and early edutdiudget includes total of $3.8 billion for
child care and preschool funding in 2017-18. Thkia slight increase (two percent or $76 millioir

the revised 2016-17 funding level and includes fagdor Transitional Kindergarten. This proposed
budget includes annualizing the 2016-17 increasetufles the SRR at five percent, rather than the
ten percent agreed to for 2016-17).

The Governor also proposes to suspend plannedaseseor rates and slots for 2017-18 and push the
full implementation of the multi-year plan to 202Q@- The Governor also does not provide a COLA
for child care programs. The Governor notes thisspan the implementation of the budget agreement
reflects revised estimates of General Fund reveD(@d= estimates this proposal saves $121 million in
General Fund and $105 million Proposition 98 dsllar
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Proposed Child Care and Early Education Budget (Dd&rs in Millions)

Change From 2016-17

201516 ANGH, 201712
Expenditures
CalWORKs Child Care
Stage 1 5334 418 5336 -532 -8%
Stage 2" 419 445 505 60 13
Stage 3 257 287 303 15 5
Subtotals ($1.010) (%1,150) ($1,193) ($43) (4%)
Non-CalWORKs Child Care
General Child Care® £305 £321 319 51 i
Alternative Payment Program 251 267 274 12 4%
Migrant Child Care 29 3 3 _4a 4
Care for Children With Severe Disabilities 2 2 2 _n _a
Infant and Toddler QRIS Grant (one-time) 24 — — — —
Subtotals ($611) ($620) (§630) (510) (2%)
Preschool Programs®
State Preschool—part day’ §425 5447 445 -52 s
State Preschool—full day b5 627 G438 21 3%
Transitional Kindergarten? 665 704 714 10 1
Preschool QRIS Grant 50 50 50 a —
Subtotals (81,695) (%$1,828) (51,857) (529) (2%)
Support Programs 576 550 582 -57 -8%
Totals §3,392 $3.,688 §3,763 §76 2%
Funding
Propaosition 98 General Fund $1,550 51,679 51,709 530 2%
Mon-Proposition 92 General Fund 485 934 1,002 18 2
Federal CCDF 573 B30 608 -32 -5
Federal TANF 385 3385 445 E1 16

*Reflects Department of Social Services' revised Stage 1 estimates. Refiects budget act appropriation for all other programs.
"Does not include $9.2 million provided to community colleges for cerdain child care senices.

“General Child Care funding for State Preschool wraparound care shown in State Preschool—full day.

YLess than §500,000 or 0.5 percent.

*Some CalWORKs and non-CalWORKs child care providers also use their funding to offer preschool.

‘Includes §1.6 million each year uzed for-a family literacy program st certain State Preschool programs.

IReflects preliminary LAC estimates. Transitional Kindergarten enroliment data not yet available for any year of the period.

QRIS = Quality Rating and Improvement System; CCOF=Child Care and Development Fund; TANF=Temporary Assistance for Needy Families; CDE =
California Department of Education; and DOF = Department of Finance.

Posted January 2017.
Source: Legislative Analyst’s Office
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LAO Analysis:

The LAO does not have a recommendation on the fgngause proposed by the Governor. However,
the LAO does recommend that the Legislature congiggking additional CSPP slots provided in
future years available for all providers, both LBEAd non-LEA. The LAO estimates that at least one in
five income-eligible four-year olds in California not receiving subsidized preschool through astat
or federal program, signaling that there is likstil additional need in the state for preschootsl
The LAO also notes that since LEAs also offer titamsal kindergarten and are reimbursed at higher
rates than for preschool, they may be incentivizedserve eligible four-year olds in transitional
kindergarten rather than preschool.

Suggested Questions:

» Does the Administration anticipate restoring fudisthe planned 2017-18 increases if more
funding is available in the May Revision?

* |Is CDE anticipating LEAs will apply for the remang CSPP slots as part of the latest outreach
efforts? What are LEAs citing as reasons not tdy&pp

* How are CDE and DOF working to refine APP agendyreges? Does the CDE anticipate any
additional over-enrollment issues this fiscal year?

Staff Recommendation Hold Open.
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Issue 3: Early Education Flexibility Proposals

Panel I
* Virginia Early, Legislative Analyst’s Office
* Brianna Bruns, Department of Finance
* Debra Brown, CDE

Panel II:
» Stephanie Ceminsky, Director of Early Childhood &ation, San Diego Unified School
District
» Larry Drury, Executive Director Go Kids, Inc.
*Panel Il will address Issues 2 and 3.

Background:

The state currently runs two programs for similaayed children, state preschool and transitional
kindergarten. These programs operate with diffeh@emding, eligibility, and requirements as shown on
the chart on the next page.

The state preschool program and transitional kigpakéen also have different health and safety
standards. State preschool programs must be lidergkfollow the Community Care Licensing

(CCL) health and safety standards under the DS&yikras Title 22 regulations. Some of these
licensing requirements include that classroomsk@n and sanitary, children are constantly
supervised, teachers are vaccinated and traingdtimid and medication, and cleaning supplies are
stored out of reach. The CCL division visit sitesry three years to monitor compliance. Any
complaints of violation are filed with the CCL, atite CCL must visit the facility within 10 days.

State preschool programs are also required to aimph environmental rating scale every three years
known as the Early Childhood Environment RatinglS¢ECERS), and are required to achieve a
minimum score of “good” in each area.

Transitional kindergarten programs are not requicemheet the same CCL health and safety standards,
but are instead required to meet the same facdijyirements as other K-12 buildings, and have some
similar health and safety requirements outlinethaCalifornia Education Code. Transitional
kindergarten classrooms are not inspected by D8%uay complaints of violation are subject to the K-
12 Uniform Complaint Procedure (UCP) process.

State preschool programs run by LEAs are requicedneet both the state preschool and K-12
requirements. LEAs argue that having to meet twoasse (but similar) sets of requirements is
duplicative and over burdensome. Some LEAs haezl ditis as a reason for not applying for State
Preschool slots.
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Figure 8
Comparing California’s Two Major Preschool Programs
State Preschool Transitional Kindergarten

Eligibility criteria Four-year olds from families with Four-year olds with birthdays between
incomes at or below 70 percent of state September 2 and December 2.0
median income as calculated in 2007.2
Children in full-day program must have
parents working or in school.

Providers Local education agencies and Local education agencies.
subsidized centers.

Program length At least 3 hours per day, 175 days per At least 3 hours per day, 180 days per
year for part-day program. At least year.

6.5 hours per day, 250 days per year
for full-day program.

Teacher qualifications Child Development Teacher Permit Bachelor's degree, Multiple Subject
(24 units of ECE/CD plus 16 general Teaching Credential, and a Child
education units).* Development Teacher Permit or

at least 24 units of ECE/CD or
comparable experience.®d

Staffing ratios 1:24 teacher-to-child ratio and 1:8 adult-  1:33 teacher-to-child ratio.
to-child ratio.

Annual funding per child® $4,386 (part-day) and $10,114 (full-day).  Average of $8,810.

a Programs may serve three-year olds from income-eligible families if all eligible and interested four-year olds have been served first.

Schoolz may serve younger four-year olds with birthdays bafore the end of the school year but those children do not genarate state funding until
they turn five.

¢ Referenced permit and credential are issued by California’s Commission on Teacher Credentialing.

d The requirements shown apply to teachers hired after July 1, 2015.

8 Funding rates are 2016-17 estimatos.

ECE/CD = Early Childhood Education/Child Development.

Source: Legislative Analyst's Office
Governor’s Proposal:

The Governor proposes a series of changes for daitd and early education through trailer bill
language to streamline and increase flexibility hwit the programs. The proposals include the
following:

Homeless Youth Definition.Align the state definition of homelessness with definition used for the
federal McKinney-Vento Homeless Assistance Act. Tdaeral definition is more expansive than the
current state definition and classifies childrerhameless if they are temporarily staying with oghe
due to the loss of housing.

Electronic Applications. Allow providers to accept electronic applicatioaed signatures from
families applying to subsidized child care or sfateschool programs.

State Preschool Program Serving Special Needs Chi@h. Allow state preschool programs to serve
children with special needs that do not meet tlvenme eligibility thresholds, as long as all eligibl
children are served first.
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State Preschool Program Licensing.Exempt state preschool programs from community care
licensing requirements (Title 22) if they operateKki-12 buildings that meet k-12 building standards.
Programs would still be subject to Title 5 requiests.

State Preschool Program StaffingExempt state preschool providers with a four ghbr rating on
the Quality Rating Improvement System from sta&sphool staffing ratio requirements (would still
need to meet licensing requirements of 1:12). Ratespreschool programs with low or no rating,
allow classrooms taught by a teacher with a mdtglbject teaching credential to operate with an
adult child ratio of 1:12 (currently 1:8).

Transitional Kindergarten Instructional Minutes. Allow school districts to run transitional
kindergarten and kindergarten programs on the ssiteefor different lengths of time. Currently,
because transitional kindergarten is considereditbeyear of a two-year program, school districts
operating both classes on the same site must @adhel same amount of instructional minutes or
request a waiver from the state board of education.

LAO Analysis:

The LAO has no concerns with the proposals to algnstate definition for homeless youth with the
federal definition and allow the use of electroapplications and signatures.

The LAO notes that given that there are still digant numbers of unserved, income-eligible,
preschool-aged children, the Legislature shoulectethe Governor's proposal to expand state
preschool enrollment to include higher-income sgleseeds children. The LAO notes that LEAS are
already responsible for ensuring all four-year aldth special needs receive the services designated
their individualized education plan. While well emded, the LAO notes that the proposal could
displace low-income children who do not have acdespreschool and could simply shift special
needs children already receiving services intophigram.

The LAO recommends that the Legislature rejeciptteschool alignment proposals and pursue a more
holistic reform of the state’s system to serve fgear old, instead of serving them through two
different systems with different requirements. brguing this reform, the Legislature would need to
determine eligibility criteria, program standardad funding levels. The LAO notes that although the
Administration intends to better align state presthprograms and transitional kindergarten, the
proposals instead add greater complexity to theesysFor example, the LAO notes that the licensing
flexibility requirements would create differencamang state preschool provided at LEAs and non-
LEAs and other changes to licensing and teach@sratreate differences between state preschool
programs, but do not align completely with tramsitil kindergarten. In addition, the LAO notes that
the staffing ratio proposal would allow a credeetiateacher to teach state preschool without early
education training and it is unclear why this teacivould be better prepared to serve more children
with less adult support than a teacher with eadllycation training.

Absent a more holistic reform of preschool and gitéonal kindergarten, the LAO recommends
adopting the transitional kindergarten instructiomainutes proposal. The LAO does note that
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transitional kindergarten and kindergarten receilie same amount of funding regardless of
instructional minutes.

Staff Comments:

The Administration’s proposals for electronic apgtions and homeless definition alignment are
common sense changes that will benefit families @odiders. In addition, as LEAs already have the
ability to seek waivers for differing instructionahinutes between transitional kindergarten and
kindergarten, allowing this in statute is consistaith current practice. The other proposals for
alignment and flexibility offer more complex chasg® current practices. The LAO makes sensible
recommendations for the state to step back and daleeger view of the state’s current programs.
Absent the ability to do this in the budget yehere are some issues the Legislature may want to
carefully consider. For the proposal to serve sge@eds students, the Legislature may want torensu
that the language is clear, and underlying prosesase in place, to ensure that all income eligible
children are first served in preschool programoiteehdditional children are made eligible. For the
licensing alignment proposals, the Legislature mayt to consider the differences between current
preschool program licensing and that proposed utidefovernor’s plan. While the two are similar,
there may be some health and safety requiremeatscydarly in respect to accountability that the
Legislature may want to consider retaining in sdamm. Finally, the Legislature may wish to consider
whether the proposal to amend staffing ratios tatespreschool provides for sufficient qualified
staffing to serve young children.

Suggested Questions:

* What differences has CDE, DOF, and LAO identifietMeen community care licensing (Title
22) and Title 5 standards?

* What are the biggest challenges for LEAs and gbheviders when providing state preschool?
Do the Governor’s proposals address these concerns?

 What do LEAs and other providers feel are besttes for staffing ratios for preschool-age
children?

* How will preschool providers ensure that all ellgibow income children are served before
including higher income special needs children heirt programs under the Governor’s
proposal?

Staff Recommendation:Hold Open.
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Issue 4: Quality Improvement Expenditure Plan

Panel:
» Virginia Early, Legislative Analyst’s Office
* Debra Brown, Department of Education
* Brianna Bruns, Department of Finance

Background:

California is required to spend a certain percemtafjfederal and state matching funds on quality
improvement activities. In 2016-17, the state wexguired to spend 10 percent of the total federdl an
state matching funds, or approximately $78 million,quality activities. Of this, three percent (ofit
the 10 percent set-aside) is required to be expkeadg@rograms for infants and toddlers.) The resglir
set-aside for quality activities is set to increaser the next few years, reaching 12 percent (3020
21. Allowable expenditures include activities sw@ashtraining for child care and preschool providers,
developing materials for providers, enforcing liseny requirements and providing support for parents
about child care options. The state currently mlesi funding for about 30 different quality
improvement programs, covering both state-levelidiets and county-level activities, each with thei
own set of requirements. The budget provides CD# wome discretion on how these funds are
allocated.

Quality Rating Improvement System.In 2012-13, California received a $75 million fealegrant to
develop and fund a Quality Rating Improvement Sys{®RIS). Some of these funds were used to
develop a matrix for rating child care and pres¢hmoviders based on indicators, including staff
gualifications, ratios and environment. The remanfunding went to local QRIS consortia to rate
programs and provide additional support servicesnfrove program quality. These services vary by
consortium, but could include stipends for teacherske early education classes, coaching or grant
to improve classroom environment.

The state provides $50 million in ongoing Propositf8 funding for QRIS for State Preschool. In
2015-16, the state provided $24 million in one-ti@®eneral Fund for QRIS for infants and toddlers (to
be used over three years). Additionally, First fifGania has made QRIS a priority in recent yeard a
dedicated $25 million in 2016-17 for QRIS for alpes of programs. Because much of the funding has
been dedicated to QRIS for State Preschool, therthajof programs participating in QRIS are
preschool programs. This funding for QRIS is nourded towards meeting the federal quality
improvement expenditure requirement.

Quality Improvement Expenditure Plan Revisions.The 2016 Budget Act required the CDE to
revise the State’s quality improvement expendifoien and submit the plan to the Legislature by
February 1, 2017. In developing their plan, thedaidill language directed CDE to retain funding fo
resource and referral agencies, local planning citsiand licensing enforcement. The language also
directed CDE to prioritize other funding for QRIBhe CDE plans to submit a revised expenditure
plan to the federal government after the enactroktite 2017-18 budget.

The CDE submitted its revised quality improvemelanpto the Legislature last month. The plan
reduces funding for nine programs in order to meviapproximately $5.1 million for an
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Infant/Toddler QRIS Block Grant. The figure belowtlnes the specific changes proposed by the
CDE.

Comparing Existing and Proposed Quality Improvement Expenditure Plans I
(In Thousands)
Parent resources Resource and Referral Agencies $22,280 $22,280 —
1-800-KIDS-793 Phone Line for Parents 2l o —
Subtotals ($22,471) ($22,371) —)
Tralning and technical  Program for Infant and Toddler Cara $6,846 56,453 -£303
asslstance California Preschool Instructional Network 4,000 4,000 —
Child Care Initiative Project 3,057 3,027 -30
Health and safety fraining grants and regional trainers 2,655 2,655 —
Inclusion and Behavior Consultation Metwork 920 920 —
Family Child Care at Its Best Project 767 767 —
Map fo Inclusive Child Care and CSEFEL 750 750 —
Desired Results field fraining G&T 66T —
Developmental Screening Metwork 176 176 —
California Strengthening Families Trainer Coordination 40 40 —
Subtotals ($19,877) ($19,455) (-8423)
Financlal ald AB 212 Child Care Retention Program $10,750 $8,063 -52,688
Subsidized TrustLine Applicant Reimbursement 461 461 —
Stipend for permit 435 435 —
Child Development Teacher and Supervisor Grant Program 38 226 92
Subtotals ($11,064) ($0,184) (-52,
Enforcement Licensing enforcement for child care programs $8,000 $8,000 —
Support to community  Child Development Training Consortium $3,273 $2,802 -$381
colleges California Early Childhood Mentor Program 2,966 2921 -45
Subtotals ($6,230) ($5,813) (6426
Early learning Desired Results system for children and families 51,025 §1,025 —
resources Development of early learning resources 950 500 -8450
Faculty Initiative Project 455 400 55
California Early Childhood Onling 200 200 —
Development of infant/toddler resources 180 180 —
Subfotals (52.909) ($2,395) (-8514)
Local planning Local Planning Councils 53,353 $3,353 —
Quallty Rating and QRIS certification grants $2,000 $1,000 -$1,000
Improvement System  Migrant QRIS Block Grant 800 800 —
(QRIS) Infant/Toddler QRIS Block Grant — 5,143 5,143
Subtotals ($2,800) ($6,943) ($4,143)
Program evaluations Evaluaftion of quality improvement activities 8570 $570 —
Totals $78,084 $78,084 -
4 Does not inchude $6 million in one-time funding provided for quality improvement activities in 2016-17.
CSEFEL = California Social Emotional Foundations of Earfy Leaming,

I S ———
Source: Legislative Analyst's Office

Senate Committee on Budget and Fiscal Review 14



Subcommittees No. 1 and No. 3 April 6, 2017

LAO Analysis:

In reviewing the Quality Improvement Expendituramilthe LAO notes that the many of the activities
are essential for serving families, for examplegpams that help families find care, collect data on
child care providers, and identify areas of neeaweler, the LAO also notes that at the county level
there are a variety of programs and funds souftaisrhay overlap and could limit the ability of a

county to prioritize funding for the highest logadeds. In addition, the LAO notes that the stage ha
little data on whether programs are effective orasuees of outcomes related to improvement of
quality. Finally, more programs and funding areeastible to providers who contract directly with

CDE and already meet higher standards.

The LAO has the following recommendations relate@DE’s revised quality plan:

 Retain funding for resource and referral agenciesal planning councils, licensing
enforcement, and evaluation of quality improvemadtivities to ensure basic programs to
support families in accessing care and measuried aee funded ($34 million total).

» Consolidate $21 million in funding from seven pragis operated by county-level support
entities into a single county block grant. Allowuriy-level support entities to serve all types
of providers. Require county-level support entitesdentify a lead agency and develop a plan
for spending block grant funds. Require lead ageacgport annually on how funds are spent.

* Retain funding for remaining programs (nearly $28liom), but use planned evaluation
funding to hire an independent evaluator to asHem® over the next several years, starting
with the largest programs in 2017-18. Revisit fumgdievels in the future based on the results
of the evaluations.

Staff Comments:

The quality plan developed by the CDE has a sigaifi number of targeted programs with low dollar
amounts. While the state may wish to move to a nuammsolidated system of providing quality
funding for priority activity areas, the state maigh to move carefully to avoid dismantling progsam
that are successfully fulfilling a need for provisién a specific area of the state. The Legislatagy
wish to ask the LAO and CDE to work together tooramend how funds already set-aside for
evaluation could be used to look at program effeciess. In addition, in the process for determining
program effectiveness, the Legislature may alsd woesensure that local stakeholders are included in
determining program effectiveness and key measei@lticomes.

Suggested Questions:

* How will funding for the Infant/Toddler QRIS Blodkrant be used? Will additional funding be
needed in future years?

» Are there additional programs CDE is consideringfditure consolidation or elimination?
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What information does the CDE currently receivetigh the program evaluation funding?

Staff Recommendation:Hold Open.
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Issue 5: CalWORKSs Participation Update

Panel:

» Kim Johnson, Branch Chief, Child Care and Refugegfm, Department of Social Services

Background:

CalWORKs child care seeks to help a family transigmoothly from the immediate, short-term child
care needed as the parent starts work or workitesiyto stable, long-term child care. CalWORKs
Stage 1 is administered by the county welfare depants; Stages 2 and 3 are administered by
Alternative Payment Program (APP) agencies undartract with CDE. The three stages of
CalWORKs child care are defined as follows:

» Stage 1 begins with a family's entry into the CalRK3 program. Clients leave Stage 1 after
six months or when their situation is “stable,” amgen there is a slot available in Stage 2 or 3.

» Stage 2 begins after six months or after a recijgiemork or work activity has stabilized, or
when the family is transitioning off of aid. Clientnay continue to receive child care in Stage 2
up to two years after they are no longer eligibledid.

» Stage 3 begins when a funded space is availablenduath the client has acquired the 24
months of child care after transitioning off of &fdr former CalWORKSs recipients).

Historically, caseload projections have generadtgrbfunded for Stages 1, 2, and 3 in their entirety
although Stage 3 is not technically an entitlenwerdaseload-driven program.

CalWORKs Stage 1 Participation

In past years, the Legislature has expressed aoraderut low utilization rates for CalWORKSs child
care, particularly Stage 1. Child care in Stage frovided both to families working and those wh® a
participating in Welfare-to-Work (WTW) activitiesParticipation in these programs decreased
significantly during the recession as program pedicshifted, and since this time enrollment has
slowly increased, but is not back to pre-receskuals. In the first half of 2015-16, the utilizani rate

for Stage 1 and 2 child care of families with chelal participating in Welfare-to-Work activities is
approximately 34 percent, compared to 30 percer0i4-15 (this is not adjusted for families in
which one parent is in WTW activities and the otharent is available to provide care for children.)
For context, the County Welfare Director Associattmmpleted a survey, published in June 2016, that
looked at the number of families eligible for Stajeand 2 child care. Based on responses, they
estimate the utilization rate in CalWORKs Stagendl @ and all other CDE-subsidized child care is
approximately 45 percent. This survey also indigdteat about 29 percent of children are in some
other informal care arrangement. The most comreasan families choose not to utilize Stage 1 and
2 child care, according to the survey, are a pesfez to do things on their own, followed by consern
over burdensome paperwork and low reimbursemees.rat
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CalWORKs Stage 1 Trend*
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Source: Department of Social Services
*Note: The spike in 2015 reflects a shift in datdlection rather than an actual increase in caseloa

In response to ongoing concerns, DSS has been ngptki increase understanding of CalWORKS
Stage 1 caseload and the processes of countidepgytialify families for Stage 1 child care and
transition eligible families to Stage 2 child caBsS has recently updated their data system aslyf J
1, 2015, to collect information on the actual numbe children receiving care, whereas the prior
system collected payment information quarterlyhvimited the ability of the department to trackeca
provided accurately across the year.

DSS is also analyzing data in greater depth arhiiVORKs Stage 1 84 percent of children are older
than age two, meaning they are eligible for a varodé other state and federal child care and edorcat
programs. DSS staff also embarked on series ofvsits to 14 counties to observe processes and
practices in providing CalWORKSs child care. Ovee thast year, DSS has participated in a working
group with CDE and child care stakeholders to erangome of the potential issues with families
accessing child care. This work informed a DSS@dunty Notice that will be released in the coming
days addressing best practices around accesslnesmnt| funding, and transferring of care.

Suggested Questions:
* What information did DSS gather from site visitdlweounties?

* What data is DSS collecting that will allow for arma complete assessment of participation in
Stage 1 CalWORKs?

Staff Recommendation:Information Only.
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| Issue 6: Related Proposals |

| 6A. California Legislative Women’s Caucus |

Panelist: Senator Connie M. Leyva, District 20, Vice Chairali@rnia Legislative Women’s
Caucus

Budget request.The Senator will present the California LegislatiWomen’s Caucus child care and
early education funding priorities.

6B. Twelve Month Eligibility and State Median Income

Panelist: Anna Levine, Senior Staff Attorney, Child Care L&e&nter

Budget request.The Child Care Law Center supports expanding l&lity for families in the child
care and early education system to align with #eemtly adopted changes to the state’s minimum
wage by (1) adopting a 12-month eligibility periahd (2) updating the state median income (SMlI)
eligibility guidelines to the most recent SMI andteeilings to 85 percent of the SMI.

6C. Child Care Eligibility for Children in Foster C are |

Panelist: Cathy Senderling-McDonald, California Welfare Di@s Association

Budget request.The County Welfare Directors Association of Cailifi@a requests a change to statute
to specify that a foster care grant is not congidexs income, nor counted for purposes of famig fe
when determining eligibility for child care subsdi Current CDE regulations require that children
both have a need and an income determination. @weccurs, children are placed onto a waiting lis
for child care subsidies based on their relativednd he concern under this current process isftinat
children in foster care, a foster care grant (whoaty covers basic board and care costs) may place
them with higher income than other children, themefdelaying, if not denying, their access to
subsidies.
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